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Appendix Atc "Appendix A"
THE PREPAYMENT PROCESS:tc "THE PREPAYMENT PROCESS\:"
AN OVERVIEWtc "AN OVERVIEW"
A.2tc "A.2"
A Timeline of the Prepayment Processtc "A Timeline of the Prepayment Process"
This is a tabulation of the Activities and Outcomes that you see on the Timeline Screen.  If you follow this checklist manually, you should come up with the same results as you get on the Timeline Screen.

No.
Activity
Date
Outcome

A.     RD Processes Prepayment Request tc "A.     RD Processes Prepayment Request " \l 2




 1.
Borrower submits prepayment request.

Call Borrower Information Screen.
 Input complete

 2.
Was the borrower’s loan closed after 1989?

 Yes (Go to I. Return request to Borrower.)

 No (Go to step 3.)

 3.
Send Initial Tenant Notification letter notifying all tenants that a prepayment request has been received.

 Sent letter

 4.
Is prepayment request checklist complete?



Call Checklist screen.
 Yes    No

 5.
Is the borrower able to prepay?

Call Prepayment screen.

 Yes    No

 6.
Select prepayment request status

 Withdrawn

    (Go to step 7.)
 Rejected

   (Go to step 7.)
 Accepted (Yes to 4 &

    5) (Go to step 8.)

 7.
If request is rejected or withdrawn, notify tenants of Rejection or Withdrawal of Prepayment Request.  If borrower appeals rejection, defer notification until the outcome of the appeal.

 Notified tenants (Go to I.)

 8.
For borrowers accepted in step 6:


Is this an ON-FARM labor housing loan?


Was the original loan closed between 1979 and 1989?


Is there an existing restrictive use agreement?

If one or more of these conditions are true, then your answer is YES.

 Yes  

This is an on-farm labor housing loan or the loan closed between ‘79 & ‘89 or RUPs exist (Go to step 9.)
 No 

This is a Pre-79 loan with no RUPs (Go to step 11.)

 9.
Request borrower to remain in the program.

 Request sent

10.
Does the borrower (identified in step 8) agree to remain in the program by signing a Restrictive Use Agreement for 20 years?

 Yes (No further action
             is required.)

 No (Go to D. Sell to

            Non-Profit.)

11.
Place pre-79 Borrower on Initial Prepayment Waiting List if prepayment request was accepted in step 6.
This date cannot be modified.
 On prepayment list



12.
Select initial incentive offer made to the borrower.

 Go to General Incentive offer (Go to B.)
 Go to Specific Incentive offer (Go to C.)

B.    OPTION 1: RD Issues a General Incentive Offer
From A12 tc "B.    OPTION 1\: RD Issues a General Incentive Offer
From A12 " \l 2




 1.
RD Office issues a General Incentive Offer (GIO) to the borrower.

Generate letter from PRE-TRAC Letters Screen
 Sent GIO letter

 2.
Borrower responds to General Incentive Offer (GIO) within 30 days.

 Accepts GIO (Go to C. Specific Incentive offer)
 Rejects GIO (Go to

E. Is the Project Needed.)

C.    OPTION 2: RD Issues a Specific Incentive Offer
From A12 tc "C.    OPTION 2\: RD Issues a Specific Incentive Offer
From A12 " \l 2




 1.
RD Office determines specific incentives to offer based on the  Incentive Calculation Worksheet.  RD Office then notifies ORHP for approval.
Set ORHP flag
Call PRE-TRAC Incentive Calculation Worksheet screen
 RD submits incentives for approval.

 2.
ORHP responds to RD Office’s intent to issue a Specific Incentive Offer.
Set RD flag.
Call PRE-TRAC Incentive Calculation Worksheet screen
 ORHP approves incentives

 3.
RD Office issues Specific Incentive Offer to the borrower with the incentives approved in step 2.

Generate letter from PRE-TRAC Letters Screen
 Specific Incentive Offer letter sent

 4.
Borrower responds to Specific Incentive offer (SIO) within 30 days.

 Accepts SIO

 Rejects SIO (Go to

E. Is the project needed?)

 5.
Do one of the incentives include an equity loan?

 Yes (Go to step 6.)
 No (Go to step 8.)

 6.
Will ORHP fund the equity loan offered as an incentive?

 Yes (Go to step 7.)
 No (Go to step 8.)

 7.
If ORHP funds equity loan, place borrower on list for Equity Loans Pending Funding in order of prepayment eligibility date.
Copy date from A11.
 On equity funding list

 8.
If borrower accepts SIO, notify tenants that the Borrower has accepted incentives in lieu of prepayment.

 Notified tenants

 9.
RD office requests ORHP for authorization to fund incentives and rental assistance.
Set ORHP flag
 RD requests funds for incentives

10.
ORHP authorizes the RD office to obligate funds for the incentives and rental assistance
Set RD flag
 ORHP approves funds for incentives

Enter Funds authorized on Page 12 of Incentive Calculation Worksheet

11.
RD Office obligates funds.

 RD obligates funds for incentives

Enter Funds obligated on Page 12 of Incentive Calculation Worksheet. 

D.    RD Requests Borrower to Sell to a Non-Profit
From A10 tc "D.    RD Requests Borrower to Sell to a Non-Profit
From A10 " \l 2




 1.
RD Office requests borrower to sell the project to a Non-Profit.

 Borrower requested to sell

 2.
Borrower responds to RD’s request to sell to a Non-Profit.

 Agree to Sell (Go to

    H.  Market to Non-

     Profit)
 Decline to Sell (Go to

    E. Is Project Needed.)

E.     RD Determines if the Project is Needed
From B2, C4, D2 tc "E.     RD Determines if the Project is Needed
From B2, C4, D2 " \l 2




 1.
For borrowers identified in step A8:

Will minorities be materially affected?

 Yes  (Go to H.  Market

     to Non-Profit.)
 No  (Go to step 2.)

 2.
Is this project needed? 


Will minorities be materially affected?


Will existing tenants be displaced?


Is adequate, safe, decent and affordable housing unavailable? 

 NOTE: If you answered “Yes” to any of the questions above, the project is needed.

 Yes (Go to

    G. Prepay with use

         restrictions)
 No (Go to

    F.  Prepay without use

         restrictions )

F.     Borrower Prepays Without Use Restrictions
From E2, G6, H3, H11 tc "F.     Borrower Prepays Without Use Restrictions
From E2, G6, H3, H11 " \l 2




 1.
Select the reason for permitting the borrower to prepay without use restrictions.

 Project is not needed

 Borrow wins appeal

 No buyer was found

 Purchase deal falters

 2.
RD Office requests ORHP for authorization to prepay without use restrictions.
Set ORHP flag
 RD requests ORHP to prepay without RUPs

 3.
ORHP approves request to prepay without use restrictions.
Set RD flag
 ORHP approves prepayment

 4.
RD office issues letter to borrower permitting prepayment without use restrictions.

Generate letter from PRE-TRAC Letters screen.

 Letter issued to prepay

 5.

OR
Notify tenants 60 days prior to prepayment that Borrower will prepay without use restrictions.

 Tenants notified

 6.
Notify tenants 60 days prior to prepayment that Borrower will prepay without use restrictions as a buyer could not be found in step H3 or H11.

 Tenants notified

 7.
Issue Letters of Priority Entitlement (LOPE) to tenants that request it to help them secure an apartment at another project complex.

 LOPE letters sent to tenants

 8.
Borrower prepays loan without use restrictions within 60 days of receipt of letter from RD office..

 Loan prepaid without RUPs

Call Prepayment screen to enter amount prepaid and date.  Call Borrower screen to close out loan.

G.     Borrower Prepays With Use Restrictions
From E2 tc "G.     Borrower Prepays With Use Restrictions
From E2 " \l 2




 1.
RD Office requests ORHP for authorization to prepay with use restrictions.
Set ORHP flag
 RD requests ORHP to prepay with RUPs

 2.
ORHP approves request to prepay with use restrictions.
Set RD flag
 ORHP approves prepayment with RUPs

 3.
RD office issues letter to borrower authorizing  prepayment with use restrictions.

Generate letter from PRE-TRAC Letters screen.

 Letter issued

 4.
Borrower responds within 60 days to prepayment notice with use restrictions.

 Agree to prepay with

    use restrictions

    (Go to step 8.)
 Sell to Non-Profit

    (Go to H.)
 Appeal decision 

    (Go to step 5.)

 5.
Borrower appeals decision to prepay with restrictive use provisions.

 Borrower appeals RUPs

 6.
Outcome of appeal.

NOTE: If appeal is won, borrower may prepay without restrictive use provisions. 

 Borrower wins appeal

    (Go to F.)
 Borrower loses appeal

    (Go to step 7.)

 7.
Option taken by borrower on losing appeal.

 Borrower agrees to

    prepay with use

    restrictions

    (Go to step 8.)
 Borrower agrees to sell

    to Non-Profit

    (Go to H.)
 Borrower withdraws

    Request (Go to I.)

 8.
RD notifies tenants 60 days prior to prepayment that borrower will prepay with restrictive use provisions.

 Tenants notified

 9.
Borrower prepays loan with restrictive use provisions.

 Loan prepaid with

    RUPs 

Call Prepayment screen to enter:

Date prepaid:

Amount prepaid:

RUP Start date:

RUP End date:

RUP Agreement:

Call Borrower screen to close out loan.

H.    Borrower Markets Property to a Non-Profit
From D2, E1, G4, G7




 1.
Property is placed on the market for 180 days.

 Property listed for sale

 2.
RD notifies tenants of Borrower’s intent to sell to a non-profit.

 Tenants notified

 3.
Is a buyer found at the end of 180 days?

NOTE: The borrower may prepay without use restrictions if no buyer is found within 180 days of announced sale.

 Buyer is found

Call Incentive Calculation Worksheet, Page 11  to record 

purchase agreement

 No buyer was found 

    (Go to F.)

 4.
As soon as a buyer is found, notify tenants of sale of property to a non-profit.

 Tenants notified

 5.
Who will fund the equity loan for Non-Profit to purchase the property? (NOTE: ORHP will not fund the equity loan for borrowers identified in A8.)

 ORHP  (Go to step 6.)
 Third party

    (Go to step 10.)

 6.
If ORHP funds equity loan, place borrower on list for Equity Loans Pending Funding for Non-Profits in order of prepayment eligibility date.
Copy date from A11.
 Borrower on Non-Profit funding list

 7.
RD Office requests ORHP to authorize funds for equity loan to Non-Profit and rental assistance.
Set ORHP flag
 Request funds for

    Non-Profit



 8.
ORHP authorizes the RD Office to obligate funds for the Non-Profit to purchase the property.
Set RD flag
 Funds authorized for

   sale to non-profit

Enter Amount Approved and Date on Incentive Calculation Worksheet, Page 11.

 9.
RD Office obligates funds to Non-Profit.

 Funds obligated to Non-Profit

Enter Amount Obligated and Date on Incentive Calculation Worksheet, Page 11.

10.
Does the purchase deal close?

NOTE:  If the deal closes, enter the closing date on the Worksheet screen, page 11.  Close out the existing Project Information record with a payoff date and a RUP expiration date.  Then create new Borrower and Project records for the non-profit to assume ownership of the project (See Section 7.7 of this manual).

 Purchase closed

   Call Prepayment 

   and Borrower

   Information Screens
 Purchase falls through

    (Go to step 11.)

11.
Notify ORHP if purchase deal fails to close.

 ORHP notified 

Reason:

12.
If purchase fails, notify tenants that purchase failed to close.

NOTE: The borrower may prepay without use restrictions as deal failed to close.

 Tenants notified

    (Go to F.)

I.    RD Returns Request to Borrower
From A2, A7, G7




 1.
RD returns request to Borrower if application is rejected or withdrawn.

 RD returns request

A.3tc "A.3"
An Explanation of the Prepayment Processtc "An Explanation of the Prepayment Process"
Outlined below is a summary of the conditions to be met for making key decisions related to the prepayment process.

What are the criteria for accepting a prepayment request?


The borrower’s loan was closed before 1989.



All items on the application checklist have been submitted.



The borrower submits proof of their ability to prepay the loan.

You may issue a General or Specific Incentive Offer to a borrower if the following conditions are met:


The application has been accepted (see criteria listed above).



The existing loan is a Rural Rental Housing (RRH) loan or an Off-Farm Labor Housing loan.



The loan closed prior to 1979.



There are no Restrictive Use Provisions associated with the loan.


NOTE:
If the borrower is inclined not to accept a Specific Incentive Offer, you may proffer a General Offer and proceed from there when the borrower declines the offer.  If, however, the borrower accepts the General Offer, you must then proceed with a Specific Incentive Offer.

A borrower may prepay WITHOUT use restrictions when the following conditions are met:


If the borrower rejects the general and/or specific incentive offers and the property is not needed (E2).



If the borrower appeals the decision to prepay with use restrictions, when the property is needed, and wins the appeal (G6).



If the borrower markets the property to a non-profit and a buyer is not found within 180 days (H3).



If the borrower markets the property and a buyer is found, but the deal fails to close (H11).

A borrower may prepay WITH use restrictions when the following conditions are met:


If the borrower rejects the general or specific incentive offer and the property is needed (E2).

A borrower can market the property to a Non-Profit under the following circumstances:


If the borrower’s loan closed between 1979 and 1989 and the borrower does not wish to continue in the program, but agrees to sell the property to a Non-Profit (D2).



If the borrower’s loan closed between 1979 and 1989 and the borrower does not wish to continue in the program or sell to a Non-Profit.  However, a subsequent needs assessment reveals that minority tenants will be materially affected.  In this case, the borrower is obligated to sell to a Non-Profit (E1).



If a pre-1979 borrower declines both the general and specific incentive offers.  However, a needs assessment reveals that the property is needed.  The borrower can then agree to sell to a Non-Profit if he/she does not wish to prepay with use restrictions (G4).



If a pre-1979 borrower declines both the general and specific incentive offers, but a needs assessment reveals that the property is needed.  The borrower can then appeal the decision.  However, if they lose the appeal, they can then agree to sell to a Non-Profit if they do not wish to prepay with use restrictions (G7).

A request is returned to the borrower under the following circumstances:


If the borrower’s loan closed after 1989 (A2).



If the borrower’s prepayment request is withdrawn or rejected (A7).



If the project is needed, the borrower is obligated to prepay with use restrictions.  The borrower can then appeal.  It the borrower loses the appeal, he/she may decide to withdraw the application rather than have to sell to a Non-Profit (G7).
