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Housekeeping
2

 Materials were emailed to registrants this morning. 

 Evaluations  will be e-mailed after the webinar.

 Materials and recording will be posted on NHLP’s 
website on Wednesday, October 22, 2014.
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GoToWebinar Interface
1. Viewer Window 2. Control Panel

3

Goals for Today
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 Overview of federal and state housing protections for 
residents of RD/RHS Rental Housing (Section 515 
and 514/516) who face displacement due to loan 
prepayment, loan maturity, foreclosure or loss of 
other subsidies

 Terminology
 RD—Rural Development

 RHS—Rural Housing Service

 Programs are legally vested in Rural Housing Service but are 
administered by Rural Development  in the states.
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ACTIVITIES THAT THREATEN 
DISPLACEMENT

 Prepayments, Maturing Mortgages, Foreclosures, Loss 
of Other Subsidies
 How do you learn about these activities

 Prepayments
 Preservation Information Exchange (PIX)

 PIX Notices:  sign up for regular e-mails and access to PIX website:  
https://pix.sc.egov.usda.gov/

 Must Register:  Only Available to Nonprofit and Public Agencies

 Receive weekly e-mails

 Conduct web searches at anytime
• Many prepayment requests are outdated: some projects have prepaid, 

others have received incentives

• Errors are frequent

• Best to confirm with RD State Office: Multi-Family Housing Chief
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Prepayments:  PIX
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Prepayments:  PIX-Property Fact Sheet
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Prepayments:  PIX-Property Fact Sheet

 Lists Owner Who Has Filed Prepayment Request
 Name of development and location

 Owner, representative, and representative’s phone number

 Number of units and rents
• Does not disclose units with RA or type of development

 Information available from RD MFH website or Pix Website: 
http://rdmfhrentals.sc.egov.usda.gov/RDMFHRentals/select_stat
e.jsp

• Does not disclose Section 8 units

• Available when access PIX website and conduct a search

 Date prepayment request accepted

 Appraised value—if development has been appraised
• Typically when forced to sell

 Date advertised for sale

8



10/27/2014

5

Prepayments: PIX Website
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http://rdmfhrentals.sc.egov.usda.gov/RDMFHRentals/select_state.jsp
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Prepayments

 Call from residents/Contact
 Typically after RD/Owner letter is received

 Could be as late as RD Notice to Residents of Prepayment 
Approval

 Landlord notice of rent change

 Advertisement for Sale
 Usually after owner forced to offer property for sale
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Maturing Mortgages

 Maturing mortgages 
 Local Real Estate Recorders Office:  Most Reliable.

 Search for Deed of Trust or Mortgage at Local Recorders office

 Shows date of loan and original maturity date 
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Maturing Mortgages
14
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Mortgage Maturity

 RD State Offices—Informal or formal FOIA request

 National Housing Preservation Database:  Need to Register 
http://www.preservationdatabase.org  
 Best to search by name of development.

 Check accuracy about development by going to 
http://rdmfhrentals.sc.egov.usda.gov
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Maturing Mortgages:  Nat’l Hsng. Pres. 
Database
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RD Foreclosures

 Foreclosures
 Information is not readily available on a timely basis

A. Local Newspapers—Most states require newspaper ads as many 
as 120 days before foreclosure

B. RD State Office

C. RD “C & D” project list;  informal/formal FOIA request
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Assisting Resident:  Prepayments

 Complete Prepayment Request Triggers RD Notice to Residents:
 Must be sent within 30 days of when RD received owner’s request.

 Model in HB-3-3560 Attach. 15-C (available at 
http://www.rurdev.usda.gov/SupportDocuments/3560-
3chapter15.pdf)
 Not always used

 Long, complex, not in plain English
 Advises resident’s of owner’s request

 Opens 30-day comment period: not clear what resident should 
address

 Informs residents of protections against displacement

 Suggests possible on-site meeting with RD staff

18
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Prepayment:  Advocate Actions

 Call owner’s representative to learn of owner’s plans:
 Securing incentives to remain in the program

 Removing development from RD program

 100% Section 8 subsidies

 Converting to higher income rental development

 Selling inside or outside program

 Transferring/rehabbing, refinancing

 LIHTC

 § 538 loan

 Seeking project based vouchers
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Prepayment:  Advocate Actions

 Outreach to residents
 Write short letter to residents advising them that owner has 

applied for prepayment; potentially serious repercussions; invite 
to call you, or suggest they contact local legal services program

 Do door to door outreach

 Meet with Residents
 Project meeting room must be made available; owner may not 

place unreasonable restrictions on use.  7 C.F.R. § 3560.157(g); 
owner or RD may not insist on presence during meeting; 
however, consideration should be given to inviting one or both

 Discuss ramifications of prepayment

 Review resident options and protections

 Refer to local legal services program

20
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Prepayment:  Advocate Actions

 Assist in submitting comments to RD
 30-day deadline from date of notice

 Most of the time PIX notice appear after 30-day period has 
expired.  Submit comments in any event.

 Objective—Impact of RD Prepayment Decision
 On current residents

 On minority housing opportunities
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Resident Letter to RD

Letter Content
 Adverse Impact on current residents

 Based on subsidies at the development focus on

 Alternative affordable housing in the community
• Community—Original Project Market Area

• Community may have changed:  Look at reasonable distances to work, 
school, other services; impact on families with children: child care 
services, divorced parents visiting rights.

• Waiting lists and turnover at other housing (RD and HUD) 
developments:  Call

• Waiting lists and turnover at public housing and HUD voucher 
program:  Call local PHA or state agency

22
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Resident Letter to RD

 Adverse Impact on Minority Housing Opportunities
 Minority residents in the development

 Minority residents on waiting list

 Minority residents in the community

 Source:  Census Bureau 
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http://factfinder2.census.gov/faces/nav/jsf/pages/index.xhtml###

 Census Data
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Other Advocate Actions

 Monitoring RD Activities and Exploring Alternatives 
with Owner
 Incentive Offers:  obligates borrower to remain in program for 

additional 20 years.
 Incentives available by Statute and Regulations:  Increase return 

on equity; offer additional rental assistance or increase in rental 
assistance; equity loan to borrower; extend  rental assistance to 
cover increased rent from incentives.

 Current Limitations:

 Unnumbered Letter:  Prepayment Incentives Processing Guide 
(July 11, 2014)
• Requires National Office Concurrence for any incentive that extends 

additional rental assistance.

• State must justify need for rental assistance extension based on 
importance of development
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Other Advocate Actions

 Voluntary Transfer development to another entity
 Current Problem with rental assistance and Section 515 funding
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Monitoring RD Prepayment Processing

 RD Decision Options
 No impact on minority housing opportunities 

 Done by state civil rights officer:  No regulatory or other standards 
as to what constitutes  “impact on minority housing opportunities”

 Allows prepayment provided current residents are not displaced

 Use restrictions with respect to current residents for as long as they 
choose to reside in the development.

• Tenant protections remain in place:  good cause, right to grievance 
process

 Vouchers

 No impact on current residents
 The is ample alternative housing to which residents can relocate.

 Residents eligible for RD Vouchers and Letters of Priority 
Entitlement (LOPE)
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Monitoring RD Prepayment Processing

 Impact on Current Residents
 Freezes current rents  

 No downward adjustments; may allow upward adjustment. 7 
C.F.R.  § 3560.663 (b)

 Impact on Minority Housing Opportunities
 Forced Sale to nonprofit or public agency

 Appraisal process

 Offer for sale must be open for 180-days

 Notice on PIX (not assured)
• Change search criterion on PIX website from “Prepay Request” to 

“For Sale”
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Monitoring RD Prepayment Processing

 Section 515 financing & Rental Assistance or Debt Forgiveness
• Both required by statute—42 U.S.C. §§ 1472(c)(5)(C), 1472(c)(5)(D)

• Current  administration’s position is not clear.

• Locating and Working with Local/Regional/National Non-profits or 
Public Housing Authorities

 Informing about prepayment

 Exploring funding opportunities

 If no bona-fide offer received:  Owner may prepay without 
restrictions

 Prepayment-Allowed
 60-day notice to residents

 No tenant right to appeal decision
 Exception—if owner appeals: tenants may participate.
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Monitoring RD Prepayment Processing

 Securing Vouchers
 Must be residing in the development on date of prepayment

 Subsidy is fixed as of that date
 Limitations on portability

 Impact on Elderly Households

 RD has contracted out Voucher eligibility and issuance 
process.

 Securing LOPEs
 Residents have right of priority admission to other RD 

developments

 Have right to priority admission independent of LOPE.  7 
C.F.R. § 3560.154 (g)(2)(ii).
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MATURING MORTGAGES

 New Issue under RD Program
 About 70 RD rental developments have mortgages that will 

mature by 2020.
 RD has not addressed issue in any way

 Problem:  All subsidies terminate when loan matures and 
residents are not entitled to any RD assistance
 Rental Assistance terminates

 Interest Credit terminates

 No voucher assistance

 No LOPE assistance

 No RD or Landlord Notice

 Exceptions:  State & Local notice requirements

 e.g. California Government Code § § 65863.10—65863.13
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MATURING MORTGAGES

 Reliable Data is Not Available
 Preservation Database:  http://www.preservationdatabase.org/

 Local real estate recorder’s office
 Look for mortgage or deed of Trust for property

 State RD Offices

 Problem of Advanced Maturity Date Due to 
Advancement in Principal Payments
 Owner returned excess loan amounts after loan origination

 Owner, intentionally or unintentionally, made advance 
principal payments

 Owner was forced to pay principal when part of property was 
sold

 Old RD accounting system advanced principal payment 

32
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MATURING MORTGAGES

 Any maturity date prior to original date=prepayment 
7 C.F.R. § 3560.11 (Definition of Prepayment)

 RD is precluded by statute from accepting payment 
that fully satisfies mortgage prior to original 
maturity date.  Charleston Housing Authority v. U.S.D.A., 
419 F.3d 729, 738 (8th Cir. 1985) ($112 loan balance with 
20 years left till original loan maturity).

 RD can reamortize loan to avoid prepayment.  Prepayment 
Clarifications and Related Issues, Unnumbered Letter, 
(May 14, 2012)
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Loan Maturity:  Advocate Actions

 Secure Information about loan maturity date as early 
as possible

 Meet with residents
 Inform them about consequences of loan maturity

 Advise resident to get on Voucher or Public Housing waiting 
lists, apply to other RD or other housing in the community
 Eligible for priority admission to RD developments without LOPEs  

7 C.F.R. § 3560.154 (g)(2)(ii).
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Loan Maturity:  Advocate Actions

 Work with the current Section 515 owner
 Urge owner to ask RD to reamortization loan so maturity date 

is extended to original maturity date.

 Urge owner to apply to prepay loan
 Makes residents eligible for vouchers when owner  prepays

 Makes residents eligible for LOPEs

 Advantageous to owner as it may secure smooth transition with 
vouchers and avoids evictions

 Possibly preserves development if owner is forced to sell.
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Loan Maturity:  Other Actions

 A number of organizations are trying to deal with the 
issue nationally.
 Require prior notice to residents

 Make residents eligible for Vouchers and LOPEs

 Decouple Rental Assistance from Section 515 program
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RD FORECLOSURES

 No publically available data
 RD State Offices may share information

 Newspaper Advertising Foreclosure

 Get RD Section 515 “C & D” project lists

 Resident Notices

 RD Statutory Obligations
 RD is obligated to operate its program in a manner consistent 

with program goals and objectives so that involuntary 
displacement of families and businesses is avoided. 42. U.S.C. 
§1471(g)  
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RD FORECLOSURES

 RD Handbook Obligations 

 See RD HB-3-3560 Chapter 6.  Determining Project Suitability.  
Available at 
http://www.rurdev.usda.gov/SupportDocuments/3560-
3chapter06.pdf

 See Turner v. Vilsack, No. 3:13-cv-1900 SI (D. Or. Nov. 18, 
2013)(available on Westlaw and Lexis and on the Web:  search 
“Turner v. Vilsack”)

 RD Options
 Public sale:  inside and outside program

 Vouchers to residents if they are displaced

 Issue LOPEs

 Preservation of development
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Foreclosure:  Advocate Actions

 Get local legal services or attorney involved
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Termination of Other Subsidies

 Some 515 developments have outside subsidies
 Section 8

 LIHTC

 State/local assistance programs
 e.g. CA, MO, NY

 No RD Vouchers or Protections
 Not even LOPEs

 Priority Admission under Regulations:  7 C.F.R. 
§3560.154(g)(2)(ii)

 State/Local Notice Requirements
 CA Gov’t Code 

 Require addition of Tenant Protections in local programs
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Termination of Other Subsidies:  Advocate 
Actions

 Meet with Residents
 Urge to apply for other RD and HUD housing programs 

including public housing, subsidized housing, and voucher 
program

 Advocate with sponsor of subsidies to continue them and 
provide some transition
 California converting subsidy to tenant vouchers using HOME 

program funds.

 Advocate with RD to grant LOPEs.
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More Information

For More Information  On Webinar Issues

Contact
Gideon Anders, Senior Attorney

National Housing Law Project

ganders@NHLP.org

Thank you to the Housing Assistance Council for Supporting NHLP to 
present this webinar and for promoting it

 A RD Preservation workshop will be part of the National Rural Housing 
Conference:  Retool, Rebuild, Renew.  Washington D.C. Dec. 2-5, 2014.  For 

more information go to ruralhome.org
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