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COLORADO 
RURAL HOUSING 
PRESERVATION 
ACADEMY

WELCOME

Session 2, Topic 1:
The 515 Transfer Process and 
538 Financing

VIRTUAL CONVENING

AUGUST 5, 2020
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HOUSEKEEPING NOTES

2

 This webinar is being recorded, and all audience members are muted 
as they log in

 Please use the Chat Feature to submit questions during the 
presentation

 After the presentation, we will open up the lines for Q&A by using the 
Raise Hand Feature

 All participants will receive a copy of today’s webinar recording and 
PowerPoint slides

 Please be patient with technical difficulties
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10:00

AGENDA
Welcome and Introductions10:00

The 515 Transfer Application10:15

COLORADO RURAL HOUSING PRESERVATION ACADEMY 

Break

10:05

10:45

538 Guaranteed Loans

Questions and Wrap up
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ONE DAY every person will have an affordable 
home in a vibrant community, filled with promise 
and the opportunity for a good life.

OUR MISSION is to create opportunity for low-
and moderate-income people through affordable 
housing in diverse, thriving communities

OUR VISION & 
MISSION

ABOUT ENTERPRISE



What is the Rural Preservation Academy?

 A series of no-cost training and peer learning sessions designed to help rural housing 
providers and nonprofits acquire and/or preserve affordable housing in rural Colorado

 Ultimate goal is to preserve affordable housing options for low-income rural populations 
in the state.

 Overview & Introduction to Rural Rental Housing and Preservation
 USDA Rural Development Transfer Process and Development Rehabilitation
 Preservation Financing and Deal Structuring
 Supportive Policy
 Buyer/Seller Conference
 Financing and Deal Structuring Part 2
 Property Management

COLORADO RURAL HOUSING 
PRESERVATION ACADEMY

WHAT WE DO
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OUR 
PARTNERS

THANK YOU



2020 CO Rural Housing Preservation Academy - by Larry Anderson at 
landerson32@cox.net Get RD Done Right!



Look for deals that work – the four “R” analysis

• RENTS - What’s the gap between current basic rents, Fair Market Rents (FMR’s) and 
60% LIHTC Rents?

• RA - How many RA units and %?  Can RD loans be deferred, soft funds be used to reduce 
RA increase?

• RUPS – Find out about RUPs and prepayment restrictions (pre or post 89) as they affect 
value and options.

• REHAB – How much (CNA & Statement of Work (SOW))?  Rehab or Transfer/Rehab?  
RD must know to approve.

Next Level – RTO, management 
fee, reserves, current 

occupancy & eligible for LIHTC, 
cash flow, RD classification and 

findings

2020 Colorado Rural Housing Preservation Academy - by Larry Anderson at landerson32@cox.net Get RD Done Right!























• First CNA – full review of needs

• Add third party requirements – to get tax credits what must you do

• Agree to a Scope of Work

• Revised CNA to reflect post rehab per Scope of Work

Agree to a Scope of Work

• Issues will rise throughout the process

• Establish a positive effective working relationship

Expect and schedule a series of meetings with all parties



• Equity and RTO increase must fit within CRCU

• The gap between current rents and CRCU is a pivotal feasibility measure

• Some projects may not have the market position to satisfy all expectations

Establish realistic underwriting expectations

Is an HQ underwriter  available for fast tracked help advice and solutions?

• Coordinate developer, financial and RD resources (loan/servicing and technical)

• Focus on critical times – application, underwriting, obligation, closing, and construction

Big Deals need big time team work





What’s the plan? Who are the key players?

Developer, seller, buyer, 
lender, LIHTC Agency, other 
financing, mortgage broker, 
syndicator, credit enhancer, 

bond issuer 

What are the deadlines?
Important goal – one CNA 
and one appraisal – your 

provider must work with RD

How will capital needs be 
determined? 

Full CNA, 3rd party 
requirements, scope of work, 

post rehab CNA



When and what appraised 
values?

What is the impact of key RD 
underwriting issues?

• CRCU/equity/reserves/RA/Tenant 
impact

What are the limitations of 
specific loans? 

• Pre-92/post-89/RUPS

What are subordination 
expectations?

For portfolio transactions –
Run a trial one through first
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Project is needed in 
community

Post transaction owner is 
eligible

Capital and accessibility 
needs addressed

Post transaction rents 
will not displace current 

tenants

Rents don’t exceed the 
lesser of CRCU or 
restricted rents

RD recognized equity 
must be supported by an 

appraisal and 
underwriting

2020 CO Rural Housing Preservation Academy - by Larry Anderson at 
landerson32@cox.net Get RD Done Right!



Equity defined by 
market value RD 

approved appraisal

If no equity an “exit 
incentive” (IE) may be 

paid under certain 
conditions

Either Seller Equity or EI 
– not both

RD MFH HQ approves 
any equity amounts and 

RTO

Third party loans and 
guarantees encouraged

Rents don’t exceed the 
lesser of CRCU or 
restricted rents

New RTO to be 
calculated at the time of 

transfer

2020 CO Rural Housing Preservation Academy - by Larry Anderson at 
landerson32@cox.net Get RD Done Right!



Post transfer rents – lesser of 
HOME (if used), LIHTC or 

CRCU

Rents must cash flow in 
proposed operations -

Vacancy and contingency at 
5%, NOI  to meet 1.15 DSCR or 

higher 3rd party DSCR

Vacancy/Bad debt loss – max 
10% for > 16 units, 15% for < 
16, and should be most recent 

3 year plus 2%

Operating expenses – No more 
than 10% reduction from 3 

year avg. 

General operating account 
minimum requirement – 20% 

of operations

Tenant protection – Owner 
must protect all non-RA 

tenants from rent increase 
caused by transaction

2020 CO Rural Housing Preservation Academy - by Larry Anderson at 
landerson32@cox.net Get RD Done Right!



CNA funding and reserve deposit – Greater of CNA or third party lender required deposits.  Positive at end of 20 years

New loans for RD Section 515 RRH - eligible purposes (not developer fee or equity)

Debt service coverage ration (DSCR) – Trend 2% for revenue,  3% for expenses, DSCR 1.15 for years 1-3, 1.1 for 4-5, and 1.0 >5.

Loan to Value – All rehab must be within “prospective as-improved Security value including favorable financing

Loan Terms of third party debt – No balloons of 3rd party debt before RD loans, unless 3rd party agrees to keep rents affordable

Sources and uses must balance – includes health, safety, accessibility 

Development shortfalls must be from non-project sources.

2020 Colorado Rural Housing Preservation Academy - by Larry Anderson at landerson32@cox.net Get RD 
Done Right!



• Deferral, soft money, grants and zero percent loans are cost effective tools 

• Early MPR rents went down by 2% or $17 PUPM

Cheapest way to revitalize a 
project

• Early results – rehab plus 20-years CNA needs over $29K per unit

• Typical project could not afford rehab or higher reserves within CRCU without MPR

• Without MPR tools the cost is carried by RA

• Without MPR tool rehab is limited and may leave the job half done

May be the only feasible way to 
address existing capital needs

• The gap between current rents and CRCU is a pivotal feasibility measure

• Many projects don’t have the market position to satisfy all expectations

• Bring in 3rd party funds through a transfer not an option – project starts a death spiral

Many owners have no ability to 
sell or pay off

• Over 50% of MPR transactions with stay in owners last year

• Government funds not used for equity payout or huge developer fees

Mechanism for stay in owner to 
recapitalize

• Early results $100 Million leveraged by $30 Million in MPR BA

• Provides additional funds to get the transaction to work
Magnet for third party funding

2020 CO Rural Housing Preservation Academy - by Larry Anderson at 
landerson32@cox.net Get RD Done Right!
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NOSA funding for Free Technical Assistance (TA) for Non 
Profits (NP) in Second year

• 4 TA providers can help in a variety of ways to preserve RD 
funded Section 515s

• For properties RD anticipates exiting before 2036

• TA providers provide free TA as needed – big or small issues

• Contacts and more information on upcoming slides

June 14, 2019 Unnumbered letter encourages NP to participate 
in Preservation

• Allows a NP to earn an ROI based on investment or an Asset 
Management Fee up to $7,500, “investment may include:

• Developer loan

• Hard cost contingency

• Grants

• Loan to Security value 

• Allows a “two step” transfer process

• Step one - Purchase the property

• Step two - Perform the rehabilitation



Get RD Done Right!  
Contact: Larry Anderson 571-296-4746 or 

landerson32@cox.net

2020 CO Rural Housing Preservation Academy -
by Larry Anderson at landerson32@cox.net Get 
RD Done Right!
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Questions?
Use Chat Feature to submit Questions to the panel. 
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THANK YOU
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