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Housekeeping
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This session is being 
recorded. You will 
also receive a copy 
and it will be posted 
on the Enterprise 
website 

All registered 
attendees will receive 
the slides via email
 

We will answer 
questions throughout 
the presentation. 
Please submit them 
using the Q&A, chat 
or raise hand function

The link to register for 
upcoming sessions 
will be shared at the 
end of the 
presentation
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Stages of USDA Transfer Application Process
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There are four stages to the approval process to know

Stage 1 – Processing

Initial Application 
Submission

All items to 7-B-1 submitted via 
CloudVault simultaneously. 

Review will not begin until all 
items have been received.

Additionally, approved items are 
needed before Stage 2 – UW
• Appraisal
• C.N.A (As-Is and Post)

Must submit SOW, Plans, Specs, 
AIA Contracts (drafts), & mgmt. 
documents for review.

Stage 0 – Prepare
Unofficial, critical stage

▪ Concept call with USDA

▪ Request MFIS Reports

▪ Order appraisal; have 
reviewed by USDA

▪ Order C.N.A.’s; have As-Is 
C.N.A. reviewed

▪ Review 504 Plan; review and 
ensure current

▪ Plan SOW; start plans and 
specs

▪ Cost Estimate; involve GC

Stage 2 - Underwriting

Underwriting review of 
Preliminary Assessment 

Tool (PAT)

Final review of the following: 
• Operating expenses
• Rent levels
• Reserve requirements
• Tenant Protection Account
• Insurance
• Cost estimate
• Third party financing terms
• Third party loan documents
• Total Development Costs
• Narratives
• Letter of Conditions

Stage 3 – Closing/OGC

Closer will be assigned and 
work with OGC to close.

Closer will prepare closing 
package for OGC review.

OGC will review:
• Organizational documents
• Third party loan documents
• Intercreditor Agreements
• Subordination Agreements
• Attorney Opinions

Upon approval OGC will issue the 
Closing Instruction and provide 
Agency Loan documents to close.



Production & Preservation Division - Underwriting Division

The role of the underwriting division is to collect and analyze data to determine the 
financial feasibility of transactions in accordance with 7 CFR 3560.

Underwriters research and analyze data provided by the applicants to determine 
accuracy and validate the funding stack for each transaction. This will ensure 
consistent, reliable, and feasible outcomes in which to preserve affordable housing 
assets in rural development’s MFH portfolio.



Underwriting Reviewer Considerations
FINAL REVIEW OF THE FOLLOWING: 
• OPERATING EXPENSES
• RENT LEVELS
• RESERVE REQUIREMENTS
• TENANT PROTECTION ACCOUNT
• INSURANCE
• COST ESTIMATE
• THIRD PARTY FINANCING TERMS
• THIRD PARTY LOAN DOCUMENTS
• TOTAL DEVELOPMENT COSTS
• NARRATIVES
• LETTER OF CONDITIONS



Preliminary Assessment Tool

Template can be found on the USDA RD website:

https://www.rd.usda.gov/programs-services/multifamily-housing-
programs/multifamily-housing-direct-loans#to-apply

PAT (v8.4.1) released 9/25/2024 as posted contains updates that align the 
Preliminary Assessment Tool (PAT) with the 2024 LIHTC and HUD FMR Rents, 2025 
Management fee, 2023 State Average Actual Cost Analysis for comparison. 

https://www.rd.usda.gov/programs-services/multifamily-housing-programs/multifamily-housing-direct-loans#to-apply
https://www.rd.usda.gov/programs-services/multifamily-housing-programs/multifamily-housing-direct-loans#to-apply


Preliminary Assessment Tool - Spreadsheet Tabs

1. About this Template

2. Instructions

3. General Info

4. Appraisal Info

5. Cash Analysis

6. Sources & Uses

7. Reserve Sizing

8. Rents & Operations

9. Dashboard Report

10. Documentation

11. Executive Summary

12. Trending 15 years

13. Agency Features



1. About this Template

Provides links to further RD 
information and definitions



2. Instructions



2. Instructions
Please ensure that you have a Release Letter signed by the Seller and Buyer.

With proper authorization from the ownership, the reports can be provided.

The Release Letter language can be found on the Instructions tab of the PAT

There are 3 MFIS reports that can be uploaded into the PAT (Excel format only)

1. MFIS FIN 1200  BALANCE SHEET (EXCEL)

2. MFIS FIN 1700  BUDGET HISTORY (EXCEL)

3. MFIS FIN 2000  RESERVE BALANCE (EXCEL)

MFIS will be uploaded to the PAT (Preliminary Assessment Tool) to provide you the information that was reported from the 
management company and should reflect the information that USDA is using to evaluate the project.



Other Information & MFIS Reports to request
MFIS Reports  

• PRJS 4200 Occupancy Trend Report last 3 years (PDF)
• M1BI Rental Assistance Obligations (PDF)
• FIN 2100 Reserve Account Checkbook (PDF)
• FND 1000 Project Findings (aka: compliance report) (Excel)
• M1XI Current balance of loan (PDF)
• PRJ 2000 Current month reporting rent roll  (PDF)

Management Information

• Current Balance Sheet
• Current Approved 3560-7 Operating Budget
• 30/60/90 Aging Report



3. General Info
- Input project 

information in yellow 
cells

- Gray cells are auto-
populated from info 
on other tabs



3. General Info
- Project Example



3. General Info
- Vacancy



3. General Info
- Vacancy – project 

example



3. General Info
- Details of Purchase 

and Sale Agreement

- If the seller is planning on retaining any cash accounts this may impact 
the sizing of the new Annual Deposit to the Replacement Reserve 
Account, Rent Schedules and the Tenant Protection Account as 
applicable. Initial deposits may be needed to meet Regulatory 
Requirements.



3. General Info
- Details of Purchase 

and Sale Agreement

- Assignment of Rents

- Tenant Portion will be the only part that a Financial Institution could be granted 
interest in in the event a borrower defaults on a loan.  Rental Assistance will not 
be allowed.

- Assignment of Accounts

- Security Deposit Accounts are not eligible for assignment.

- RR and GOA – Regulatory Waivers will have to be submitted for review and 
approval before allowance can be given allowing the borrower to pledge 
housing project funds for collateral.

- Notes Payables and Other Payables must be resolved at or prior to 
closing.

- Assumptions of Non-Agency Loans –  Will need LOI, CC, Rates, 
Subordinations and Terms for Assessment.

- Ground Leases must be reviewed by OGC early in the transfer review 
process to allow for any adjustments and/or amendments necessary to 
meet Agency Regulatory Requirements.



4. Appraisal Info
- Info pulled from 

appraisal 

- Note Litigation 
Settlement Cases link



5. Cash Analysis

- auto-filled from MFIS 
reports entered on 
Instructions tab



5. Cash Analysis

– Before RD approval, account balances in the GOA, T&I, and replacement reserve 
must be less than 45 days old.

– Underfunded accounts

– The transfer/transaction may need an initial upfront deposit (IDRR) to the reserve, T & I and GOA.

– If excess funds exist, those will be allocated between accounts that may not be adequately funded.

– Accounts/notes payables and other payables must be resolved at or before closing –
Sources and uses must balance. 



6. Sources & Uses

- Enter funding sources at top of 
sheet

- Loan amounts and terms

- Other financing source information

- Note Sources & Uses must balance



6. Sources & Uses

- Enter project Uses next

- Group Items – note RD categories

- Development Cost Element

- Hard Costs

- General Contractor costs

- Financing & Interim Costs

- Soft Cost & Other Expenses

- Entity and Syndication

- Acquisition Price



6. Sources & Uses

- Enter project Uses next

- Group Items – note RD categories

- Development Cost Element

- Hard Costs

- General Contractor costs

- Financing & Interim Costs

- Soft Cost & Other Expenses

- Entity and Syndication

- Acquisition Price



7. Reserve Sizing

- Uses 
information 
from post-
rehab CNA



7. Reserve Sizing

- As needed, the UW can adjust each component of the CNA to ensure the 
project is adequately funded to meet the 20-year capital needs while staying 
within third-party lenders' PUPM prerequisite. 

- A CNA over a year old at the time of the RD CNA review must be updated 
before RD approval.

- The transfer/transaction must address the immediate and long -term physical 
needs, including accessibility issues identified in a Transition Plan, as well as 
any other fair housing requirements and property needs. (RD may issue a 
waiver based on project needs.) 



8. Rents & Operations
- RENTS

- Underwriter will pull info from RD 3560-7 that 
was submitted as part of the application

- Underwriter will analyze cash flows and adjust 
rent based on CRCU and other third-party funder 
rent requirements (LIHTC max, for example)

- Tiered rents are not acceptable for same 
bedroom types



8. Rents & Operations
- OPERATIONS

- Refer to previous academy session on 
Operating Budget modeling

- All budget line items will be reviewed for 
variances > 10% and should be 
documented accordingly within the 
narrative and/or specific line items



8. Rents & Operations
- OPERATIONS

- Underwriter will adjust Return to Owner 
(RTO) based on cash flow

- RTO must fit within Security Value and 
CRCU



9. Dashboard Report



9. Dashboard Report



9. Dashboard Report



9. Dashboard Report



10. Documentation

- For RD use



11. Executive Summary

- Review carefully as this is used in 
your Letter of Conditions, which is 
part of the loans docs



11. Executive Summary



12. Trending 15 years



12. Trending 15 years

- Net operating income (NOI) must be 1.15 Debt Service Coverage Ratio (DSCR) for all 
amortizing debt being placed on the property

- RD will defer to third-party lenders that require DSCR higher than 1.15 (unlikely)



13. Agency Features

- Last page of workbook

- Only for RD use



QUESTIONS

40
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