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1-2.

CHAPTER 1. CONDI TI ONAL COW TMENT FOR
CAPI TAL ADVANCE FI NANCI NG

Section 1. GCenera

APPLI CATI ON SUBM SSI ON.  (See HUD Handbook 4571.3, Section
XI'V, for activities prior to subnission of the conditiona
conmitnent application.) After receiving and accepting a
Notification Selection letter, the Owmer mnmust submt a
Request for a Conditional Commitment for Capital Advance
Fi nanci ng:

A. Wthin 120 days fromthe date of the Notification of
Sel ecti on;

B. Using Form HUD-92013, Application for Miultifamly
Housing Project, along with the exhibits listed in
Appendi x 1 and di scussed in Paragraphs 1-6 and 1-7 of
this Chapter;

C. In conformance with the proposal approved at the Fund
Reservation stage;

D. In full conpliance with the design and cost standards
and programmatic policies, including any special
conditions contained in the Notification of Selection

BY- PASSI NG CONDI TI ONAL COVMM TMENT STAGE

A.  By-passing of the Conditional Comm tnent Stage is
permitted under the follow ng conditions:

1. The Omner provides evidence of its capability (see
Bl below) to proceed directly to the Firm
Conmi t ment Stage and such evi dence neets the
approval of the Housing Devel opnent Director

2. In a new construction project design

a. where there is prelimnary evidence (based on
the design proposed at the Fund Reservation
Stage) that the project will conply with the
desi gn and cost standards, or

b. which is the sanme design as one previously
approved neeting design and cost standards or
one which nmet cost contai nment requirenents.
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3. In a project involving rehabilitation or
acquisition without rehabilitation fromthe
Resol ution Trust Corporation (RTC) for which:

a. a joint wal k-through and work wite-up have
been conpl eted and agreed upon by HUD and the
Owner, AND

b. any proposed rehabilitation conplies with the
desi gn and cost standards.

4. Al requests nust include the follow ng draft
exhi bits:

a. A site plan show ng topography, site
i mprovenents and buil di ng(s).

b. A front elevation
c. The first floor plan w th di nensions.
d. A typical floor plan w th di nensions.

e. Qutline specifications reflective of the
current proposal

f. Calculation of comobn areas and any specia
pur pose ar eas.

B. Approval to By-Pass Conditional Commitnent Processing.

1. Prior to approval, the Housing Devel oprent
Director shall neet with the Chief Architect,
Chi ef Appraiser, Designh Representative and a
seni or Cost Analyst to review the draft Form HUD- 92013
and exhi bits described in A4 above to assure
that the project's design will:

a. conply with HUD s design and cost standards
(unl ess the owner has agreed to pay for any
prohi bited anenities) and

b. result in costs that do not exceed the
supportabl e high cost percentage for the area
i nvol ved unl ess:

(1) the owner has agreed to pay for excess
costs or
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(2) the Regional/Field Ofice is able to
demonstrate the need for a high cost
percentage in excess of its approved
hi gh cost percentage.

In such cases, the higher percentage may be used
for the purposes of this review. However,
Headquarters approval is required prior to issuing
a Conditional (Form HUD 90174-CA) or Firm
Conmi t rent ( For m HUD- 92432- CA)

If this deternmination cannot be made with sone
reasonabl e assurance, the project may not by-pass
the Conditional Commitnent Stage.

Projects involving rehabilitation (or acquisitions
wi t hout rehabilitation fromthe RTC) cannot by-pass
condi tional conmitnent processing if a joint

wal k-t hrough and work write-up have not been

conpl eted and agreed upon. The joint work write-up
shoul d be made as soon as possible after the
initial fund reservation

Target Dates: By-passing conditional Conmmtnent
Processi ng St age.

1

The Omer is required to submt its Request for a
Firm Comm tment for Capital Advance Fi nancing
within 180 days fromthe date it notifies HUD that
it accepts the fund reservation

The target date for issuance of the Firm
Conmitrent is 90 days after receipt of a conplete
Request .

1-3. DESCRI PTI ON OF CONDI TI ONAL COVM TMENT PROCESSI NG STAGE
- NEW CONSTRUCTI ON

A

All

1

techni cal decisions are nade to determ ne:

Accept abl e desi gn and MPS conpl i ance
The estimted cost of the project
The as-is and fully-inproved values of the site

The detail ed estinates of operating expenses
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5. The supportabl e cost

6. The financial and credit acceptability of the
general contractor based on a specific design

B. The followi ng exhibits are reviewed:
1. Management exhibits
2. Affirmative Fair Housing nmarketing Plan (Form
HUD- 935. 2) and ot her Fair Housing and Equa
opportunity exhibits

C. Al applicable processing data and docunentation forns
are conpleted in their entirety at this tine.

1-4. DESCRI PTI ON OF CONDI TI ONAL COVM TMENT PROCESSI NG STAGE

- REHABILITATION. In addition to the technical decisions
described in Paragraph 1-3 above, the analysis of a
rehabilitation project includes a project feasibility

det ermination which invol ves

A. A physical inspection to establish the condition of the
bui I di ngs, including any major structural defects or
ot her signs of advanced deterioration or obsol escence;

B. The extent and nature of work needed to attain the
| evel of rehabilitation considered appropriate;

C. Project operating costs;
D. Continued marketability of the project;

E. The economics of denplition versus the cost of
rehabilitation; and

F. Suitability of the rehabilitation to accommpdate the
needs of the elderly (including the frail and
physical ly disabled elderly).

1-5. DESCRI PTI ON OF CONDI TI ONAL COVM TMENT PROCESSI NG STAGE

ACQUI SI TI ONS FROM THE RTC W THOUT REHABI LI TATI ON

A.  Acquisitions of existing housing fromthe RTC proposed
wi t hout rehabilitation require:

1. A joint inspection of the housing and rel ated
facilities to establish their physical condition
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1.

An anal ysis of the extent and nature of any
repairs or alterations that nmay be required.

is determined that the repairs or alterations
exceed 15 percent of the capital advance anount:

Process as a rehabilitation project in accordance
wi t h Paragraphs 1-3 and 1-4 above.

Recal cul ate the capital advance anmpbunt based on
100 percent of the devel opnent cost linmts
identified in Subparagraph 1-6A of HUD Handbook
4571. 3 for purposes of determ ning the maxi num
capi tal advance anount.

Notify Headquarters, Attention: Devel opnent
Branch, HMEED, by nenorandum of the change in
producti on met hod.

1-6. REQUEST FOR CONDI TI ONAL COVM TMENT.

A

Tar get Dates.

1

The owner is required to subnit its Request for a
Conditional Commitment for Capital Advance
Fi nancing within 120 days fromthe date it
notifies HUD that it accepts the Fund Reservation

The target date for issuance of the Conditiona
Conmitrent is 60 days after receipt of a conplete
Request .

Description of Required Exhibits - New Construction
The exhibits required to be subnmitted at the

Condi tional Commitnent stage are described bel ow (see
Appendix 1 for a list of the required subn ssions and
nunber of copies).

1

Form HUD- 92013, Application for Multifamly
Housing Project, conpleted in its entirety. |If
the owner plans to contribute all or a portion of
its land draw to neet the mninmumcapita
investment, it should so indicate on this form
under Source of Cash to Meet Requirements

For m HUD- 92013- E, Suppl enental Application and
Processing Form - Housing for the El derly/ D sabl ed
conpleted in its entirety and including any
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estimates for the operation of any support
services (e.g., transportation services,
recreational facilities, etc.).

For m HUD- 92013. Supp- Suppl enent to Application for
Mul tifam |y Housing Project, on the Sponsor and
Omnner corporations, officers of the Sponsor and
Omner and the general contractor (if appropriate).

NOTE: |f the Owmer elects to select a genera
contractor by conpetitive bidding rather than
negoti ation, submit all exhibits required with
respect to the general contractor imediately
after selection of the contractor, but in no event
| ater than 30 days prior to initial closing.

Onner - Architect Agreement (Al A Docurment B181) with
HUD Anendnent (Form HUD- 90169- CA)

a. Agreenent Fornmat. An agreenent between the
| icensed professional architect and the Owner
for architectural services shall be submitted
as soon as the appropriate form has been
executed, but no later than at the tinme of
submitting an application for conditiona
Commitrent (or Firm Commitnent if the forner
stage i s being by-passed). Design should not
begin until an agreenent has been execut ed.
The executed agreenment shall be Al A Docunent
B181, Standard Form of Agreenent Between Owner
and Architect for Housing Services. It shal
i nclude the HUD Anendment to Al A Docunent
B181, Form HUD- 90169- CA

(1) The scope of services shall include all
architectural, structural, mechanical
electrical, civil, landscape, and

interior design and consulting services
necessary to prepare draw ngs,

speci fications and ot her docunents
setting forth in detail the requirenents
for construction of the project. The
scope of services shall also provide for
adm ni stration of the construction
contract.
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(2) The scope of services shall designate
the responsibility for the services to



be provided, whether by the Architect,
Omner or others.

(3) There may be separate agreenents for
design and construction services if the
sanme architect is not enployed for both.
Where there is a separate agreenent for
construction contract adm nistration, it
must be subnmitted not later than initial
closing. Were separate agreenents are
made, inapplicable sections shall be
del et ed.

b. Architects' Fees.

(1) Capi tal advance di sbursenents for
architect's fees at the tine of initial
cl osi ng and subsequent di sbursements
shall be in accordance with procedures
as set forth in Handbook 4470.1 REV

(2) In the event the request for first
capi tal advance di sbursenment (Form
HUD- 92403- CA, Request for Di sbursenent of
Capi tal Advance Funds) includes an
anmount for paynent(s) to the architect,
a Form HUD- 92403-1, Mortgagor's and
Architect's Certificate, must be
submitted. The anpunt requested in the
draw may not exceed the anpunts shown on
For m HUD- 92403- 1

(3) If no funds will be disbursed for the
architect in the first draw, Form
HUD- 92403-1 is not required. The first
request which does include an anount for
architect's fees nust be acconpani ed or
preceded by subnission of the Form
HUD- 92403- 1

C Termination of Architectural Services.
| nadequat e perfornmance, undue del ay,
m srepresentation, conflict of interest, or
failure to act on the part of the architect or
associ ates and enpl oyees shall be reason for
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the project and may adversely affect the
firms acceptability on future projects. The



Field Ofice responsibility and actions to be
taken with respect to this matter are

di scussed further in Handbook 4460.1 REV-1,
Architectural Analysis and | nspections for
Proj ect Mortgage | nsurance.

Identity of Interest. See Paragraph 1-9 of
Handbook 4571. 3.

Form HUD- 5087 - Qutline Specifications.

Prelimnary drawi ngs drawn to scal e which include

Site plan show ng:
(1) Lot lines and di nensi ons;

(2) Adj acent buil di ngs (show outline and
nunber of floors);

(3) Proposed buil di ngs, outline and overal
di nensi ons;

(4) Par ki ng areas and total nunber of cars
that can be parked;

(5) Dri veways;

(6) Adj acent streets and utilities and their
sizes. |If public facilities are not
available to the site, the architect
shal | specify the manner in which sewer
and water facilities are to be provided
and include the on-site and off-site
| ocati ons.

(7) Pati os, recreation, and other areas;

(8) Living unit types, conposition, and
total;

(9) Cont ours when topography of drainage is
a design factor;

(10) North arrow, and
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(11) Site and gross floor areas.

Basenment plans or foundation plans where no



10.

basenents are provided - mninmum 1/8 inch
scal e;

c. A dinensional plan of each typical living unit
1/4 inch scal e;

d. Elevations of each typical building - mninmm
1/8 inch scal e;

e. Typical floor plans - mninum 1/8 inch scal e;

f. For elevator and conpl ex construction types,
the follow ng plans also will be included:

(1) Lobby fl oor;

(2) Fl oor show ng nechanical, service
storage, and other non-shelter
facilities;

(3) Typi cal wall section for each building
type.

Topogr aphi ¢ survey.
Soil test borings.

Form HUD- 51994, Life Cycle Cost Analysis of
Uility Conbinations. |If the prototype utility
anal yses are not available fromthe Field Ofice
or if the owner desires to vary fromthe prototype
furnished by the Field Ofice, the Owmer's
architect shall prepare an analysis of utility
costs in accordance with instructions contained in
Handbook 7418.1, Life Cycle Utility Analysis. The
Omer's architect shall recomrend the best

conbi nation, conplete Form HUD-51994 and subnit
themtogether with the required exhibits.

For m HUD- 2530, Previous Participation certificate,
on the general contractor (if identified),
managenent agent, Owner, Sponsor, and consultant,
if not previously submtted.
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11.

Current resune of general contractor's
construction experience (if applicable), including
type, size, and |ocation of buildings constructed,
geographi c areas of contractor's construction

busi ness invol venent, length of time contractor



has acted in that capacity, and contractor's use
of minority and wonen-owned busi nesses.

12. Fi nanci al statenents on the general contractor (if
applicable) for the last three years, the |atest
of which is not nore than three nonths ol d.

a. An exception would be an audited financia
statement, not nore than 12 nonths ol d,
cont ai ni ng an unqual i fied opinion of an
I ndependent CPA or Public Accountant.

b. The exception applies, provided the audited
statement is supplenented with updated interim
statements if nore than three nonths have
expired since the closing date of the audited
st at erment .

c. |If the financial statement is not submitted on
Form HUD- 92417, Personal Financial and Credit
Statenment (for use by individuals -not
conpani es), it must contain origina
signatures and the followi ng certification
| HEREBY CERTI FY that the foregoing figures
and the statenments contained herein, subnitted
by ne as an agent of the Omer for the purpose
of obtaining Capital Advances under Section
202 of the Housing Act of 1959, as anended,
are true and give a correct showi ng of the
financial condition as of this date:

Signed this __ day of , 19
(Name/ Aut hori zed Agent)

13. Current financial statenents on the Omer and
Sponsor. (If the npbst current financial statenent
submitted by the Sponsor at the Fund Reservation
Stage neets the definition of "current financia
statenment" as stated in Subparagraph 12 above, new
statenents on the Sponsor are not required.)
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14. Form HUD-935.2, Affirmative Fair Housing Marketing
Pl an.
15. Form HUD- 9832, Managenent Entity Profile.
16. Form HUD-9839-A, Project Ower's Certification for

Onner - Managed Multifam |y Housing Projects OR



17.

18.

19.

20.

21.

22.

23.

Form HUD- 9839-B, Project Owner's and Managenent
Agent's Certification for Miltifam |y Housing
Projects for Identity-of-Interest or |ndependent
Management Agents OR Form HUD- 9839- C, Proj ect
Omer' s/Borrower's Certification for Elderly
Housi ng Projects Managed by Administrators.

Resurme on the Resident Manager or Managenent Agent
whi ch includes qualifications and experience.

An unqualified certification from Resi dent Manager
or Managenent Agent that the project is feasible
from a managenent standpoint.

Statenment by Oaner that it will provide the
proposed nmanagenent and nmi nt enance services
typically provided for the type of housing.

The form of | ease the owner proposes to use which
must be in accordance with the Model Lease, which
will be issued as Appendix 2 at a |ater date.

Proposed operating expenses per unit/per nonth, by
size and buil ding type.

Li st the equipnent, utilities, and services to be
included in the Qperating Expenses Estinate.
Specify the utilities and services not included
and provide for each an estimate of the average
mont hly cost (for the first year of occupancy) to
the occupants by unit size and structure type.

a. Evi dence of an attenpt to obtain exenption
from State and/or local real and/or persona
property taxes in one of the follow ng forns:
(1) Tax Exenption

(2) Tax Abat enent
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(3) Payment in Lieu of Taxes (PILOT)
(4) Ineligibility for any tax relief

b. Submit evidence of filing, together with any
response received fromthe taxing authority.

If exenption is being clainmed, also include:

(1) Supporting statenments whi ch describe the



24.

proj ect and the proposed nethod of
operation on which the claimfor
exenption i s based.

(2) The Omer's attorney's opinion setting
forth the basis on which exenption or
abatenent is clained and stating that
except for future changes in the statute
or material change in the operation, the
project will be entitled to exenption or
abat enent and whether a statutory
exenption based on a direct |oan al so
woul d apply to capital advances. The
opinion nmust cite the State statute
i nvol ved and include as attachnents, any
other material supporting the claim
i.e., local administrative rulings or
court decisions, opinions of |ocal
private or public counsel or the State's
Att orney General

(3) Evidence of tax abatenment or exenption
and the owner's attorney's opinion nust
be current within one year of the filing
of the Request for a Conditiona
Commi t ment .

(4) Docunents supporting tax exenption
regarding simlar projects in
jurisdiction where abatenent or
exenption was requested or granted.

Evi dence of site control site option
agreenent (s), contract(s) of sale, or other
docunent s(s) which evidences the owner's effective

control of the site(s). |If the Sponsor had site
control at the Fund Reservation Stage and such
control is still in effect at the time of

submi ssion of the Request for a Conditiona
Commi t ment, new evidence of site control need not
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be submitted. However, if an option were

furni shed as evidence of site control at the Fund
Reservation Stage and the option has since

expi red, the Oaner nust furnish updated evi dence
of site control

a. |If the sale evidenced above is not an arns-Ilength
transaction, subnmit simlar evidence of



25.

26.

27.

the previous arnms-length sale - price, date,
et c.

b. In the event other costs are shown on Form
HUD- 92013, Section D-3, submt a ful
expl anat i on.

C. If the project involves rehabilitation of
property owned or being purchased, which
purchase is not an arms-length transaction
submit evidence of the existing indebtedness.

Evi dence of Perm ssive Zoni ng.

a. Provide a statement fromthe | ocal zoning
board indicating that the proposed project
conplies with existing zoning, unless such
statement were submitted at the Fund
Reservation Stage.

b. Any rezoning which nay have been necessary as
indicated in the application subnmtted at the
Fund Reservation Stage nust have been
acconpl i shed prior to subnission of the
Request for a Conditional Conmtnent.

Any anendnments to relocation plan, if site
occupants are to be displ aced.

A schedul e covering the cost of all capita
expendi tures such as furniture, supplies,

equi pnent, and other itens necessary to the basic
operation of the project and not covered by the
proceeds of the Capital Advance. The schedul e
shoul d include the Omer's plan on how it wll
nmeet these costs -- through donations, cash
outlays, etc. |If the Project Contingency has not
been depl eted during the construction phase, the
Omner may use a portion of the Project Contingency
to cover these expenses.
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28.

Submit individual conflict of interest and

di sclosure certifications for all officers,
directors and board nmenbers of the Omer and
Sponsor and identity of interest and disclosure
certifications for all known devel opnent team
menbers. (See Subparagraph 1-9C and Appendi ces 3
and 4 of Handbook 4571.3.)



29.

30.

NOTE: Once the fund reservation application has
been filed, the conflict of interest provisions
apply to officers and directors of the Sponsor and
Omner for two years after resignation or fina

cl osi ng, whichever is later.

Omer Certifications.

a. OWB Circular A-129 requires a certification
that the owner is not delinquent on the
repaynent of any Federal debt.

b. Form HUD- 92010, Equal Enpl oynment Qpportunity
Certification.

c. Certification of Drug-Free Wrkplace by Oaner.

d. Certification/Di sclosure Regarding Lobbying
Activities.

Form HUD- 91732A- CA, Certificate of |ncorporation
for Owmer and its application for IRS tax
exenpti on.

1-7. ADDI TIONAL EXH BI TS - REHABI LI TATI ON OR ACQUI SI TI ON W THOUT
REHABI LI TATION. In addition to the exhibits described in
Par agraph 1-6, the owner shall submt the follow ng
exhi bits (see Appendix 3).

A. Projects Involving Rehabilitation.

1. Aut hori zation to inspect the property.

2. Narrative description of rehabilitation proposed.

3. Sketch plans of units as proposed to be
rehabilitated

4. Schematics of any structural changes or changes in
floor plans or other-significant alterations.
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Survey/site plan sketch, as built.

Drawi ngs and specifications of existing
facilities, if obtainable.

B. Acquisitions without Rehabilitation fromthe RTC

1

Aut hori zation to inspect the property.



Narrative description of any repair work proposed.
Survey/site plan drawi ng, as built.

Drawi ngs and specifications of existing
facilities, if available.

1-8. RECEIPT OF REQUESTS FOR CONDI TI ONAL COVM TMENT.

Processing Control and Reports (PC&R) nust:

A

B.

C

Log in each Request for Conditional Comm tnent.

Dat e- st anp each Request and distribute to the follow ng
techni cal disciplines (see Appendices 4 and 5 for
distribution procedures and Appendix 6 for format for
revi ew checklist):

Mul tifam |y Housing Representative (MHR)
Fair Housing & Equal Opportunity (FHEO
Housi ng Managenent (HM

Fi el d Counsel (FQC)

Architectural, Engineering and Cost (A&E)
Val uati on (VAL)

Mortgage Credit (MO

Conmuni ty Pl anni ng & Devel opnent (CPD) when updated
information is provided for property which is to be
(or has recently been) acquired or the property is
(or has recently been) occupied or if there is a
proposed site change

Econom ¢ Market Analysis Staff (EMAS)

Maintain Field Ofice Docket copy

1-9. SCREEN NG FOR COVPLETENESS.

A.  Program and technical disciplines mnust:
- review the Request to determine whether all required
1-15 7/ 92
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exhibits pertinent to its review have been subnitted
and are properly conpleted and
return comments to PC&R staff within one working day
after receipt of the Request for review
B. PC&R staff rmust:



- assure the tinely receipt of review coments and

- conpile the coments fromthe program and technica
di sciplines and forward to MHR who shall prepare the
checkl i st sunmmary (see Appendix 7).

For projects involving construction contracts to be
awarded by the formal conpetitive bidding procedure,
exhibits required i n Subparagraphs 1-6BlIl and 12 need
not be subnitted until after bids have been received.
Thi s shoul d be considered in the screening process.

1-10. ELIGBILITY FOR TECHNI CAL PROCESSI NG

A

Accept abl e Requests for Conditional Commtnent.
1. MHR shal |

a. Determ ne whether the Request is conplete
based on a review of the comments fromthe
techni cal and program staffs and

b. Advise the PC&R staff of the determ nation

2. PC&R shall notify the technical and program staffs
to begin the processing of the application

NOTE: A description of the processing to be
performed by the technical and program
staffs is contained in Paragraphs 1-12
through 1-14 and sections 2 through 9 of
this Chapter.

I ncompl ete Requests for Conditional Commitnent. The
MHR shal | prepare a letter for the signature of the
Housi ng Devel opnent Director which

1. Li sts the deficiencies;

2. Invites the Owmer to correct deficiencies by a
specified date (generally within 15 days);
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C

3. States that if additional information is not

received by the specified date, the Request will
be returned and nmay be resubnmitted when it is
conpl et e.

Recei pt of Additional |nformation.



1. PC&R staff shall log-in the additional information
and forward to the MAR for review for
acceptability.

2. For additional information which is conplete, the
MHR shal |l follow the procedures outlined in
Subpar agr aph A above.

3. For inconplete information, the MAR shall prepare
a letter to the Oaner and;

a. return the application,
b. outline the deficiencies, and

c. invite a pronpt resubmni ssion of the Request
when it is conplete.

1-11. COORDI NATI ON OF TECHNI CAL AND PROGRAM REVI EW6.

A.  The PC&R staff nust:

1. Keep track of the progress of a request through
processing by the various technical and program
staffs;

2. Advi se the MHR when target dates are not being
met .

B. The MHR is responsible for:

1. Monitoring the overall progress of a Request
through processing to identify probl em areas;

2. Assisting the technical and programstaffs in
securing additional docunentation or information
needed to conpl ete processing.
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1-12. FIELD COUNSEL REVIEW If the Omer's Request includes
provi sions for abatenent or exenption of real property
taxes, the Field Counsel's concurrence in the validity of
the exenption nmust be obtai ned before the exenption can be
considered in determning the feasibility of the project.
The Housing Director, therefore, nust receive such
concurrence before approving a request for financing on the
basis of the project receiving abatenent or exenption. The
Fi el d Counsel shall review all docunents in the Omer's
submi ssi on as described in Subparagraph 1-6.B.25, as
fol |l ows:



Exenpti on Based on Special Legislation. In sone
States, special legislation has been passed granting
tax exenption to particular types of housing, e.g.
housing | ocated in urban renewal areas or housing for

| ow and noderate income groups or for other social
needs. Generally, tax exenption, pursuant to such

| egislation may be safely assuned. However, Counsel
must deterni ne whether statutory exenption for a direct
| oan extends to Section 202 capital advance projects.
If, after review, the Field Counsel determi nes that the
proposed project neets the special criteria of the

| egi sl ati on, he/she shall advise the Housing Director
that the project may be processed on a tax exenpt

basi s.

Exenpti on Based on General Charitable Statutes.
Exenpti on under a general statute exenpting projects
for charitable purposes may not be assumed. However,

Fi el d Counsel may determ ne that a proposal is eligible
for processing on a tax-exenpt basis if either of the
followi ng situations prevail:

1. The opinion of the Owmer's attorney sets forth the
basis on which exenption is clainmed and states
that, except for future change in the statute or
mat eri al change in the operation, the project will
be entitled to exenption. This is further
supported by Field Counsel's know edge that the
taxing jurisdiction has routinely granted
exenption to a Section 202 project.

2. Statement fromthe |ocal taxing authority
i ndi cating that the exenpti on has been approved or
that it will favorably consider an application for
tax exenption for the Section 202 proposal
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Where it has been determi ned that a proposal is
entitled to be processed on a tax exenpt basis, Field
Counsel w Il advise the Housing Director whether such
exenption is effective during construction or after
proj ect conpletion so that processing nmay be conpl et ed
accordingly.

VWhile a taxing jurisdiction may grant tax exenption, it
may i npose a paynent in lieu of taxes (PILOT) for

i nprovenents, facilities or services rendered by the

| ocal authority to the project. Were this situation
prevails, Field Counsel's advice will address the issue



so that processing will take PILOT into consideration.

Shoul d tax exenption be term nated by the | ocal taxing
authority during project operation due to statutory
change or altered circunstances, the owner may subnit a
request for an increase in its operating budget to
cover the added tax burden as provided in the

Regul at ory Agreenent.

Mandat ory Filing Requirement for Tax Exenption.

Whet her there is existing special State |legislation or
a general charitable statute governing tax exenption

it shall be nmandatory for the owner to file with the

| ocal taxing authority. Such evidence of filing,
together with the response received therewith, nust be
submitted at the time of Conditional or Firm Conmitnent
appl i cation.

1-13. ECONOM C MARKET ANALYSI S STAFF (EMAS) REVIEW Revi ew by
EMAS at the Conditional Conmitnent stage is limted to
Requests that involve a site change as provided for in
Par agr aph 1-65 of this Handbook.

A

In reviewi ng the new site:

1. Fol | ow t he procedures outlined in Paragraph 3-38
of Handbook 4571. 3.

2. Coordi nate market review with Farnmers Hone
Administration in accordance w th outstandi ng
i nstructions.
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B

C

Upon conpletion of the analysis set forth in

Subpar agraph A above, EMAS shall prepare a nenorandum
to the Housing Devel opment Director which sets forth
its findings and states whether or not the Request is
acceptabl e or unacceptable froma market standpoint.

If 24 or nore nonths have el apsed since the project was
approved, the market nust be re-anal yzed to determn ne
whet her there is still sufficient sustainabl e denand.

1-14. COVMUNI TY PLANNI NG & DEVELOPMENT (CPD) REVIEW  CPD staff
participation at the Conditional Comritnent stage is
limted to:

A

Revi ew of a Request that involves a site change to
assure that there is a conprehensive Housing
Affordability Strategy (CHAS) in effect covering the



jurisdiction in which the new project site is |ocated.

B. Review of a Request that involves relocation to assure
that it neets current requirenents (see Section 7 of
this Chapter for full discussion of this review).
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1-15.

1-16.

Section 2. Architectural and Engi neering Anal ysis

GENERAL. Fol |l ow outstanding architectural instructions in
accordance with HUD Handbook 4460.1 REV-1, Architectura
Anal ysi s and Inspections for Project Mrtgage |nsurance,
Section 207, except as nodified herein, including review
for conpliance with appropriate HUD M ni num Property

St andards (MPS); the accessible design, construction and
alteration requirements of Section 504 (see 24 CFR Part 8)
and the Uni form Federal Accessibility Standards (UFAS)
reprinted at 24 CFR Subtitle A, Part 40, App. A); and the
accessi bl e design and construction requirenments of the Fair
Housi ng Act (see 24 CFR 100.205 and ANSI-A117.1-1986).
Were | ocal codes and ordi nances are nore stringent, the

| ocal requirements shall prevail

It is inmportant to note that the owner has wide latitude in
designing the project within certain paraneters

i.e., maxi mumunit sizes and prohibited anenities. |If
larger unit sizes or prohibited anenities are included, or
if the replacenment cost exceeds regulatory per unit cost
limts, the sponsor nust provide other funds.

ACCESSI BI LI TY REQUI REMENTS. Al'l housing covered by the
accessibility requirements inposed by the Fair Housing Act
and Section 504 nmust conply with those requirenments. The
gui delines provided in A, B and C bel ow are not intended to
limt the requirenents of those |aws.

A.  New Construction.

1. Design 5 percent of the total dwelling units, but
at | east one unit (whichever is greater), al
comon areas and entrances to be nade accessible
to and useabl e by disabl ed persons (see 24 C. F.R
8.22). Provide for an additional 2 percent (but
at least one) of the units to be accessible to
persons with hearing and vision inpairnents. This
can be acconplished by using the UFAS or an
equi val ent st andard.

2. Design all buildings consisting of four or nore
dwel ling units to neet accessibility requirenents



of 24 CFR 100. 205, Design and Construction
Requi r enent s.
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NOTE: For non-el evator buildings, dwelling units
whi ch are not on a ground floor are not
subject to the Fair Housing Act's
accessibility requirenments.

B. Rehabilitation of Existing Structures. Such structures
must neet the accessibility requirements of either 24
C.F.R 8.23(a) or 8.23(b), as appropriate.

C. Al Structures, including Existing Structures (RTC
Properties), with or without Rehabilitation or
Alterations. Section 504 requires that Oamers nake
reasonabl e nodi fi cati ons and acconmpdati ons to housi ng
when such acconmodati ons or nodifications are necessary
to enabl e a disabl ed person to use and enjoy the
prem ses.

1-17. DESI GN CONSI DERATI ONS
A.  The Design Representative mnmust assure that:

1. Ameni ties are provided which are conducive to
day-to-day activities of the elderly tenants.

2. The design and materials specified are related to
the limted physical ability of the occupants.

3. Only efficiency or one-bedroomunits are provided,
except for the manager's unit which may be a
t wo- bedr oom uni t.

4. No anenities are included which were not proposed
by the Sponsor at the initial fund reservation
st age.

B. Each unit must incl ude:

1. A kitchen which provides a refrigerator, cooking
facilities, sink, and storage space for food and
utensils.

2. A compl ete bathroom as defined in the MPS
C. The project must include:

1. Conmuni ty space (comon areas) such as nulti-purpose



roons, gane roons, libraries and reading
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10.

11.

roons, hobby craft shops, |ounges, barber and
beauty shops and snack bars, and central Kkitchen
and dining facilities. (Oamers are encouraged to
use individual areas for nore than one purpose.)

Grades which elinminate or reduce steps and steep
i nclines.

Barrier-free access and egress for all persons.

Near by parking facilities for residents and
visitors, including the disabled. Omers should
be encouraged to seek waivers where | ocal zoning
requi renents appear excessive in relation to the
i ntended mar ket .

M ni mum | ength of travel between frequently used
ar eas.

Sui tabl e outside areas for active and passive
recreational activities.

Sel ection and use of materials which stress
safety.

Proper provisions for all utilities to be included
in the operating expense esti nates.

Control |l ed access and egress tailored to the needs
established by the structures, the surroundi ng and
the adj acent thoroughfares.

Space and facilities for deliveries. Planning
shal | include design features which will assist
t he managenent function.

An elevator in a two-story building would be
treated as cost not attributable to dwelling use
and non-el evator cost limts would be used in
processi ng.

D. The facilities enunerated in Subparagraph C. 1 above

shal |

not be classified as commercial spaces and may be

included if the owner establishes the need.

E. Community space shall be restricted to those proposed
at the fund reservation stage and are needed to serve



the residents and may not exceed 10 percent of the
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total project cost. (Sone latitute nmay be permitted by
the Field Ofice Manager where acquisition or
rehabilitation of an existing structure is involved.)

General |y di ning space, when provi ded, should be |arge
enough to seat only about 113 to 1/2 of the tenant
body, since it is unlikely that all residents will
desire to eat at the same time

In providing special amenities for the confort, health
and recreation of the elderly, the continuing costs of
operating the anmenities nust be consi dered.

Prohi bited anmenities and facilities include atriuns,
bow ing alleys, swimmng pools, saunas, jacuzzis,
commer ci al spaces which does not include areas
operated by the owner for the sale of convenience
items , and di shwashers, trash conpactors, washers,
dryers, bal conies and decks in individual units.

NOTE: An exception may be granted where the Sponsor
agreed at the fund reservation stage to contribute the
i ncrement al devel oprmental cost and continui ng operating
costs associated with the additional anenities or the
project involves a facility acquired fromthe RTC and
the anenities were already incorporated into the

exi sting structure (see Handbook 4571.3, Subparagraph
1-9E. 2. e).

Projects may NOT include infirmaries, nursing stations,
internmedi ate care facilities, hospitals or spaces for
overni ght care

1-18. ADDI TI ONAL DESI GN CONSI DERATI ONS. None of the itens set
forth below are categorically prohibited, but are areas
where econoni es can be achieved. Therefore, the follow ng
shoul d be considered during the design stage, consistent
with the statutory requirenments for nodest design and for
provi di ng accessi bl e housing in accordance with this
Handbook and applicabl e regul ati ons:

A

Site Use:

1. Site size (i.e., elimnation of excess land area),
shape and topography.

2. Locating inprovenents to |east disturb natura



f eat ures.
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Locating buildings to nmininize the |l ength and
sizes of utility lines.

M ni mi zi ng wal k, drive and parking area pavenent.
Consi der location, length, w dth and shape of
par ki ng areas and dri ves.

Usi ng doubl e | oaded par ki ng where possi bl e and
provi de only the nunber of parking spaces that are
needed.

Mat ching structure type and structural systemto
site conditions.

Structural Type and Configuration

1

6.

Buil ding footprint, typical floor configuration,
bui l di ng height, circulation and vertica
movenent, ingress and egress, accessory and
servi ce spaces

M ni m zing exterior surfaces to reduce
construction cost and heating and air-conditioning
expense.

Mai nt ai ni ng sinple straight line configurations
and avoi ding building configurations that create
needl ess offsets and unusabl e interior space.

Avoi di ng one and two-story protrusions or set
backs on high-rise buildings.

Usi ng straight |line double |oaded corridors
term nating in energency exits where possible.

Keeping stairs within the buil ding where possi bl e.

Structural System

1

Rel ating the structural systemto the site and
nunber and type of dwelling units.

Sel ecting structural systenms which do not result
in nultiple shed roofs and nunerous roof

i ntersections, slope changes, off-sets or sinilar
conpl exi ti es.
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3. Aligning structural colums or walls at nobst
reasonabl e spaci ng, m ninizing nunber and size of
gi rders and beans.

4. Using parall el open web wood joist trusses for
wood construction and other simlar innovative
cost effective systens.

D. Dwelling Unit Mdule:

1. Mnimzing width of dwelling units with the length
per pendicular to the corridor to reduce corridor
and perineter wall.

2. Arrangi ng adequat el y-si zed spaces for functiona
food preparation, dining, living, sleeping,
sani tation and storage.

3. Rel ating kitchen size to nunber and type of
occupants.

4. Avoi di ng deep storage cl osets and sinilar unusable
space.

5. M nim zing dwelling unit halls.

E. Comunity Spaces and Anmeniti es:

1

Rel ating size of accessory and service spaces to
i ntended use and |l ocating to conpl enment each
other, i.e., central laundry next to | ounge or
conmunity room

Usi ng space for nmultiple functions, such as a
mul ti - purpose roomfor recreation and dining.

Oienting indoor recreational space to exterior
passive and active recreational areas.

Locating trash di sposal systens and el evators near
the middle of the building with ready access to a
service entrance

Mechani cal Systens:

1

Mnim zing length and size of utility |ines.
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1-109.

1-20.

2. Usi ng heating and cooling systens and type of
energy based on the utility analysis and the cost
of system installation, operation and mai nt enance
for all available systems and fuels.

3. Groupi ng plunbing fixtures to take advantage of
back-t o-back pi ping and common risers

REVI EW AND ACCEPTANCE OF EXH BI TS.
A. HUD s Architectural staff shall

- muintain architectural |iaison with Owmer's architect
t hroughout the design stages.

- review and approve prelimnary draw ngs and
speci fications.

B. Architect's, engineers' or designers' certifications
will not be accepted in |ieu of HUD review.

ELI G BLE EQUI PMENT. Equi pnent eligible to be covered in
the nortgage incl udes:

A. Al fixed equipnent which nornmally is part of the
realty.

B. The following itens which are normally covered under
the construct on contract:

1. Stoves and refrigerators in the individual units.
2. Heavy equi pment in a central kitchen
3. Washers and dryers in a central |aundry area.

C. Oher major noveabl e equi pnent that may be paid for out
of the Project Contingency (but only to the extent
funds are not needed for change orders), such as:

1. Certai n mai ntenance equi pnent, such as a | awn
nower .
2. Fur ni shings for public areas.
1-27 7192

4571.5



1-21.

1-22.

NOTE: The Sponsor/owner must submit evidence of the
availability of any funds required for equi prment
and furnishings over and above that provided in
the capital advance. (See al so Paragraphs 1-28
and 1-50C of this Chapter).

COVPARATI VE COST ANALYSIS OF UTILITIES. The Architectura
staff is responsible for:

A

Revi ewi ng Form HUD-51994 and all attendant exhibits, if
required.

Determ ning that the nost econom cal utilities, fuels,
rel ated nmechani cal equi pnent and net hods of purchase
have been included in the drawi ngs and specifications.

FOR EXAMPLE: If utility conpanies indicate that Power
Demand Controllers would result in cost
savi ngs, consider using Controllers.

ARCHI TECTURAL ANALYSI S:  PRQIECTS | NVOLVI NG REHABI LI TATI ON
AND ACQUI SI TI ON FROM THE RTC.

A

Rehabilitation Projects. Projects involving the
rehabilitation of existing structures shall be

i nspected and processed in accordance with the
instructions outlined in Paragraph 1-4 of this Chapter
Chapter 7 of HUD Handbook 4510.1, Rental and
Cooperative Housing for Lower-inconme Fanilies, and
Chapters 1 and 2 of HUD Handbook 4460.1 REV

Acqui sitions fromthe RTC. Projects involving the
acqui sition of existing housing fromthe RTC shall be
i nspected and processed in the sane nanner as
rehabilitation projects with the exception that only
the rehabilitation necessary to neet the needs of the
occupants shall be required. Additionally, the

foll owi ng requirenents apply:

1. A mninmum of five percent of the dwelling units
(and not less than one) shall be accessible to
persons with physical disabilities with an
additional two percent (at |east one) of the units
to be accessible to persons with hearing and
vi si on inpairnents.
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2. Al community facilities (common spaces) and at



| east one entrance shall be accessible to persons
wi th physical disabilities.

The property shall conply with MPS Chapter 2,
General Acceptability criteria, and with the
general intent of all other chapters of the MPS

Si nce existing housing and very linmted
rehabilitation or repairs (if any) are involved in
these projects, the projects nmay be exenpt from
certain limts such as unit sizes and prohibition
of certain anmenities.

NOTE: Refer to Paragraph 1-6A. 9 of Handbook 4571. 3,
concer ni ng Sponsor/ Omer paynent for excess costs from
ot her than capital advance proceeds.

If the existing structures(s) neets these requirements,
no rehabilitation shall be required and no further
architectural analysis is needed.
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1-23.

1-24.

Section 3. Cost Processing

GENERAL. Use HUD Handbook 4450. 1-REV-1, Cost Estination

for

A

COsT

Proj ect Mortgage | nsurance, except as foll ows:

The Cost Anal yst assists the Design Representative to
assure that drawi ngs and specifications conply with
| ocal codes and applicable MPS requirenents.

The contract docunents must excl ude prohibited
anenities or they nust be paid for by the owner.

NOT' ATTRI BUTABLE TO DWELLI NG USE.

Suppl emrental Estimate for Cost Not Attributable to
Dnel l'ing Use includes cost of community spaces.

Cost not attributable cannot exceed 10 percent of total
project cost (a 10 percent "B" over "A" ratio)
wi t hout Headquarters approval

I ncl ude on-site areas, elenents, inprovenents and
facilities not usually found in typical residentia
rental projects that provide confort, health and
recreation of elderly residents (see D5 bel ow).

Itens not attributable to dwelling use are defined as:



1. Par ki ng areas and the wal ks and dri veways | eadi ng
to them not including roads and streets.

2. Garages or covered parking and the wal ks and
driveways |l eading to them not including roads and
streets.

3. Project adm nistrative and mai nt enance areas,
such as:

a. Ofices
b. Enpl oyee bat hroons
c. Janitor or cleaning closets

4. Storage facilities not for occupant use.

5. O her community spaces for the elderly,
such as:
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mul ti - purpose roons

gane roons

libraries

readi ng roons

hobby and craft shops

bar ber and beauty shops

| ounges or sitting rooms

snack bars

central kitchens and dining roons

STe@Troeaooop

6. The cost of any equi prent not required by the MPS
but required by the local municipalities or State
bui |l di ng codes pertaining to the el derly.

FOR EXAMPLE: The MPS do not require an elevator in a
two-story structure with no living units above the
first floor for occupancy by persons with physica
disabilities and no central dining facilities; however,
| ocal or State building codes require elevators in al
projects for the elderly with two or nore stories.

I nclude the cost of the elevators in the estimte of
Cost Not Attributable to Dwelling Use.

E. Incone producing areas are classified as "commercial"
spaces (not other spaces) and may not be included in
the project except as follows:

1. Central dining facilities.



1-25.

2. Conveni ence stores operated by the Oaner.
3. Bar ber and beauty shops.

F. The costs of foundations, plunbing, heating, air
conditioning, water, electric, and/or sewage
facilities are prorated to the community space, as
appropri at e.

ADEQUACY OF ESTI MATES. As the Section 202 cost linits do
not take into account the additional costs associated with
community space, the Cost Anal yst shoul d:

A. Assure that estimate of Cost Not Attributable to
Dnel ling Use includes all itens set forth in Paragraph
1-24 above and in HUD Handbook 4450.1 REV-1.
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1- 26.

1-27.

B. Contact the Ofice of Insured Multifam |y Housing
Devel opnent, in Headquarters, regardi ng any
questions about the eligibility of these itens or
the estimation process.

BU LDER S PROFIT. Al ways include an amount for Builder's
Profit in processing (see Paragraph 3-7 of HUD Handbook
4450.1 REV-1).

| MPACT FEES. These special, one-tine fees |oca
governnents charge Omers of proposed housi ng devel opnents
to offset the inmpact such housing will have in the
community, such as additional road inprovenents and
utility usage.

A.  Typical |npact Fees.

1. Traffic

2. Solid Waste

3. Sewer

4. W\t er

5. El ectric

6. Gas

7. Pol i ce Protection
8. Fire Protection

B. The Omer shoul d:

1. Contact CPD to determine if locality is a
reci pi ent of HUD Community Devel opnent Bl ock Grant
f undi ng.



2. Negotiate elimnation or reduction of fees.

C. The Cost Analyst shall:

1. Report on Line 48, O her Fees, of Form HUD 92264,
Rent al Housi ng Project Income Analysis and
Appr ai sal .

2. Provi de a breakdown between Oaner's and
contractor's fees in Section O Remarks, Form
HUD- 92264.

1-28. CAPI TAL EXPENDI TURES

A, Oawner must submit a detailed schedule of all capita
expenditures with cost.
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B. Include itens necessary, to the basic operation of the
community space in the project, such as:

1. Furniture and equi prent
2. O her itens not covered by the capital advance
pr oceeds

C. Wile dishes, eating utensils and other items with
short-termlife cycle such as office and nai ntenance
supplies should be included in the schedul e, these
itens may not be paid for out of the Project
Cont i ngency.

D. Cost Analyst shall:

1. Revi ew schedul e to see if costs are reasonabl e,

2. Prepare nenorandumto Chief, Mrtgage Credit
Branch, as to acceptance.

1-29. SUPPLEMENTAL ESTI MATES.

A.  Owner mnust pay (as front noney) the cost of prohibited
anenities.

B. Cost Analyst shall:

1. Devel op estinmate of the cost of the identified
itens.

2. Report in Remarks on Form HUD- 92264, or attach



a nmenorandum

1-30. COST ANALYSIS: REHABI LI TATI ON.

A, Review work wite-up and other cost exhibits required
by work write-up.

B. Detail of Quantities and Costs.

1. Unit of neasurenent nust be square feet, |inear
feet, wi ndow, door, range, etc.

2. Cost must be applied to each itemrequired,
summari zed and transcribed to trade itenms and Form
HUD- 2328, Contractor's and/or Mortgagor's
(Omner's) Cost Breakdown.
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3. Fees and suppl enental estinates are also entered

on Form HUD- 2328.

C. Estimate of Rehabilitation Costs.

1.

Accept Owner's estinmate if reasonabl e and use as
HUD s esti mate.

a. Use Form HUD- 92325, Report of Cost
Processing - Conditional Stage Wrksheet, for
| and i nmprovenents and suppl enental estinates.

b. Use Form HUD 92326-A, Project Cost Estinate
Wor ksheet for Structural Trade Itens, for
estimates of appropriate itens.

c. Summarize cost of land inprovenents,
structures and suppl emental estimates on Form
HUD- 92326, Project Cost Estimate. |nclude
appl i cabl e fees.

d. ldentify itenms of inportance to Valuation and
Mortgage Credit staffs in Section O Renmarks,
of Form HUD- 92264.

When Omner's estinmate appears unreasonabl e (high

or |low:
a. Review estimate for errors.

b. Attenpt to resolve differences.



c. |If not resolved, use HUD estimate and identify
differences in Section O Renmarks, of Form
HUD- 92264.

Esti mate the contingency reserve percentage and
enter in Section O of Form HUD 92264.

Estimate starting date and rehabilitation period
and enter the nunber of nonths in Section G of
For m HUD- 92264.

D. Bench Mark Costs.

1

Use bench mark data for trade itens in costing-out
work write-up.

a. Project the cost of trade itens to the
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estimated start of rehabilitation.

b. Consider in the trade itens the cost of
repair or renoval before rehabilitation

I'n maki ng adjustnments to data bench mark costs:
a. Project the construction start date,

b. Consider the amount of denolition required
prior to the actual rehabilitation.

Apply bench mark costs for structures to the
specific requirenments of the work statenent based
on a gross square foot cost, square foot cost or
per unit cost, as applicable.

Base | and i nprovenent estinmate on a square foot
cost or per unit cost, as applicable.

E. Estimate of a New Structure

1

If rehabilitation will be too costly (i.e., cost
woul d exceed the cost of denolition and
construction of a new facility), estimte the
conpl ete denplition of the existing structure.

Determ ne the replacenent cost of a new structure.

Conpare the two estinmates and note in Section Q
Remar ks, on Form HUD- 92264.



F. Estimate invol ving Mdderate Rehabilitation
1. Perform cost analysis in same manner as
rehabilitation described in Paragraphs C and D
above.
2. Do not make the estimate of a new structure as
descri bed in Subparagraph E above.
G Estimate involving Acquisition without Rehabilitation
Sunmarize the cost analysis as "zero" (0) on Form
HUD- 92264.
H. Rehabilitation: Cost Not Attributable to Dwnelling
Use. Make the determination and give to the
apprai ser.
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Section 4. Valuation Analysis
1-31. CGENERAL. Follow the instructions in HUD Handbooks 4465. 1

Val uation Analysis for Project Mrtgage |nsurance, and
4480.1, Multifam |y Underwriting Reports and Forns

Cat al og,
A

B

except as nodified herein:

Do not use fee appraisers.

Val uati on processing incl udes:

1

Establishing a fully-inproved | and val ue apprai sa
for new construction sites and an "as is" val ue
apprai sal (including |land and inprovenents) for
exi sting properties. Wen sites are purchased
froma public body (including RTC properties) the
|l and value will be the lesser of the fully

i mproved market val ue of the site upon conpletion
or the acquisition cost, whichever is less, plus
any al |l owabl e costs in accordance with HUD
Handbook 4465.1

Det erm ni ng the project replacenent cost.
Estimati ng operating expenses.

Determining the unit Iimtations and capita
advance anount equivalent to the nortgage

limtations allowed by the Section 202 program

Esti mati ng Personal Benefit Expenses (PBE)
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utility allowances and other services, if any to
be paid by the tenants.

NOTE: Unl i ke the expense allocation anount
attributed to units, this anpunt should be
al | ocated by unit type.

6. Re- anal yzi ng evi dence of perm ssive zoning,
i f necessary.

7. Re- exam ni ng evi dence of site control

8. Anal yzi ng project marketability if the Oamer has
requested a site change.

ENVI RONMVENTAL ASSESSMENT AND S| TE APPRAI SAL.
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A

If a site change is proposed, conplete an environnental
assessnent on Form HUD- 4128, Environnmental Assessnent,
for a new construction proposal. For a proposal which
i nvol ves rehabilitating an existing structure, conplete
a Form HUD-4128.1, Conpliance and LAC Conditions Record
(short forn), but ONLY when ALL of the follow ng

condi tions exist:

1. The number of units is not increased nore than 20
percent;

2. The project does NOT involve any |and use change;

3. There is NO substantial rehabilitation (i.e., the
estimated cost of rehabilitation is I ess than 75
percent of the total estinmated replacenent cost
after rehabilitation) and

4. The proposal does not involve demolition of any
part of a residential structure.

I f any one of the above conditions does not exist, Form
HUD- 4128 nust be conpleted for rehabilitation

If a site change is proposed or the site appraisal was
not conpleted prior to submi ssion of the Conditiona
Conmi t ment application:

1. Record site analysis and appraisal conclusions on
Page 3 of Form HUD- 92264.

2. Complete inits entirety the Project Site Analysis



and Appraisal in Section J of Form HUD- 92264.

1-33. REPLACEMENT COST ESTI MATE ( NEW CONSTRUCTI ON). Determ ne
the HUD estimate of devel opnent cost by:

A

B

Processi ng request as a nonprofit project.

Devel opi ng the repl acenent cost, using an abbreviated
repl acenent cost fornula to determ ne the unknowns.

For rehabilitation projects, see Paragraph 1-43 of this
Chapter.

Conpl eting Section G of Form HUD- 92264 in accordance
wi th HUD Handbook 4480.1, except as nodified bel ow

1. Interest. No interest during construction
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Fees. No Exami nation, Inspection, Financing and
GNVA/ FNMA f ees.

Mort gage | nsurance Premium (MP). No MP.

Proj ect Contingency. Change Line 60 of Form
HUD- 92264 to read Project Contingency fee.

Cal cul ate at 2 percent of replacenent cost and
enter ampbunt on this line.

a. Eligible use of project contingency funds:

(1) Cost of necessary change orders approved
before final closing.

(2) I ncreased carrying charges (taxes and
i nsurance) caused by unavoi dabl e del ays
in construction.

(3) I ncreases in otherwi se eligible
non-construction line itens, such as title
recordi ng and organi zati on expenses.

(4) Maj or noveabl e furni shings and equi pnent
essential for project operation
(non-realty itens).

(5) Costs directly related to rent-up of
project such as advertising expenses.

b. Ineligible use of project contingency funds:



(1) Additional fees for architect, attorney,
consul tant or other devel opnent team
menbers.

(2) Di shes and eating utensils.

(3) Items with short-termlife cycle such as
of fice and mai nt enance suppli es.

5. Taxes, lnsurance, Title and Recordi ng Expenses.
Esti mate according to HUD Handbook 4480. 1

6. Legal, Organization and Cost Certification Audit

Fee.
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a. Excl ude from "Organi zati on Expenses" the
services performed by a consultant. (See
Subpar agr aph 8 bel ow).
b. Include sufficient funds for fidelity bonding

in "Organi zati on Expense" line item (See
For m HUD- 90164- CA, Property I nsurance
Requirenents, for the bonding requirenments.)

7. Suppl erent al Managenent Fund. Not appli cabl e.

8. Consultant's Fees. As applicable, include fee
approved by Mdrtgage Credit staff, including the
base fee and incentive paynents set forth in
Par agr aph 3-23 of HUD Handbook 4571. 3.

NOTE: Fee shoul d be devel oped using the repl acenent
cost formula anount.

9. Rel ocati on Expenses. |f the project involves
di spl acenent of site occupants who are eligible
for relocation assistance, include an anount for
rel ocati on expenses as approved by the CPD
rel ocation specialist. Until the Form HUD 92264
is revised, enter the approved anmount on Line 70
under Section G by del eting "Suppl emental
Managenent Fund" and inserting "Rel ocation
Expenses." Process in accordance with
instructions contained in Notice H 91-53 and HUD
Handbook 1374, Relocation and Real Property
Acqui sition - Responsibilities of HUD Staff.

1-34. ANNUAL OPERATI NG EXPENSE ESTI MATE. Estimate in accordance



with Chapter 6, HUD Handbook 4465.1, except as nodified
herein and conpl ete Section E of Form HUD- 92264.

A, Form HUD 92274, QOperating Expense Anal ysis Wrksheet.
Conpl ete in accordance with HUD Handbook 4480. 1
Multifam |y Underwiting Reports and Forns Catal og.

1. Base the final estimate of expenses on the
results of processing Form HUD- 92274 and not
on the Omer's estimte.

2. Conplete the formin full and attach all
docunent ati on supporting the expense conparabl es
used, adjustnents and correl ation of expenses.
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B. Form HUD-92013. Omners should list only those
expenses estimated to be required for:

1. Li ving quarters;

2. Resi denti al accessory space and

3. Uilities furnished at no additional expense to
t enants.

C. Form HUD 92013-E
Used by Omers to show estinmated expenses and i ncone
relating to other supportive services (see Subparagraph
1-51B) such as:

- food services (any nmeal s program nust be voluntary on
the part of the residents)

- housekeepi ng assi stance

- transportation services

- health-rel ated services

NOTE: Health care must be based in the conmunity, not
in the project. A snmall nultipurpose roommay be

provi ded for energency use, but not overnight care. No
staff provisions nmay be made for doctors, nurses, or

ot her nedi cal personnel

D. Congregate Housi ng.

1. Owmners nmay provide congregate dining and ot her



facilities and supportive services as discussed in
Subpar agraph C above.

2. Purchase of personal services, including neals,
cannot be required as a condition of occupancy.

3. The cost of a service coordinator (when at | east
25 percent of the residents will be frail elderly
or those determned to be "at risk") and
supportive services for the frail elderly and
those elderly deternined to be "at risk" are
eligible costs under the PRAC
a. The HUD approved operating expenses nay

include up to 15 percent (up to $15 per unit/
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per nonth) of the service cost for the frai
and "at risk" elderly.

b. The bal ance of the service costs for the frai
and "at risk" elderly (85 percent) and service
costs for the other elderly nust be paid for
from ot her sources, such as:

(1) Co- paynent by the tenant receiving the
services
(2) Sponsor/ Oaner contribution
(3) St at e/ Local funds.
4. Omners nust separate charges for services fromthe

total charges for shelter and project-supplied
utilities which are entered on Form HUD- 92013.

E. Prohibited Anrenities. |If a prohibited anenity wll
result in an increase in the annual operating
expenses, conpl ete the Expense Reduction Format found
i n Appendi x 8.

1

Use the Format to cal cul ate the anmount of the
expenses associated with any excess anenities.

The Format assunes that there is a difference
between the net rentable residential area of the
proposed project and the net rentable area of the
anenities and that the difference in those areas
is a reasonabl e basis for the allocation of
operating expenses. |If this is not the case, use



anot her reasonabl e and docunented neans for
al | ocati ng expenses.

3. Not e any additional expenses attributable to
ineligible amenities in Form HUD- 92264, Section O
- Remar ks.

NOTE: The Oamner will be required to establish at
initial closing an escrow account for 40 years in an
anount sufficient to generate adequate interest income
to neet the annual expenses related to the prohibited
amenities. The amount of the escrow will be reflected
in "Remarks" Section of the Form HUD- 92264 and
Mortgage Credit will incorporate in the Form

HUD- 92264A, Suppl enment to Project Analysis.
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1-35. ESTI MATE OF I NCOVE. The Form HUD- 92264 will be processed
in accordance with HUD Handbook 4480.1, except conplete
Section C as follows since there is no estimte of incone:

A. Block C7 - No. of Each Family Type Unit. Enter the
total nunmber of revenue units, by type, under this
col um.

B. Block C27 - Unit Rent Per Month.

Add Line E29 and the Annual Gound Rent, if any.
Multiply the total x 1.05, divide by 12, then by the
proposed nunber if income-producing units. Round these
anounts up to the next whole dollar and enter for each
unit type in Block C27. This will reflect the per unit
per nonth (PUPM operating anount, excluding any PBE,
required for the project.

C. Block C27 - Total Monthly Rent for Unit Type.

Multiply the total number of revenue units by the per
unit per nonth operating anmount and enter the results
under the colum "Total Monthly Rent for Unit Type."
In the col um heading, cross out the word "rent"” and
i nsert "expense."

D. Blocks C28 and C31.

The sum of C above will be entered in Bl ocks C28 and
C31.

E. Block C29 No. of Parking Spaces. Do not include
any incone from parking charges.



F. Block C30 Comrercial. Leave this block blank

since comercial spaces are not permitted.

G Block C32 - Total Annual Rent.

Block 31 will be multiplied by 12 to derive the annua
expense estimate, with an all owance for vacancy and
collection loss. The result will be entered in Block
C32. The headings in Blocks C31 and C32 shoul d be
changed to read "expense" rather than "rent."

H Enter the PBE in Section O "Renarks" for each unit

type.
1-36. | NCOVE COVPUTATIONS. Do not conplete Section F. - Incone
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Conput ati ons of Form HUD- 92264 since this function is not
appl i cabl e.

1-37. MAXI MUM PERM SSI BLE RENTAL ANALYSIS. There will be no
anal ysi s nade of nmaxi mum permi ssible rents. Leave
Section H - Maxi num Pernissible Rental Analysis of Form
HUD- 92264 bl ank

1-38. ESTI MATE OF OPERATING DEFICIT. Generally, a project wll
not be feasible if nore than a nomi nal operating deficit is
proj ect ed.

1-39. | NCOVE APPROACH TO VALUE. There will be no incone
approach to value. OQOrmt Section K - Income Approach to
Val ue of Form HUD 92264.

1-40. COVPARI SON APPROACH TO VALUE. There will be no conparison
approach to value. Orit Section L. - Conparison Approach
to Val ue of Form HUD 92264.

1-41. CALCULATI ON OF BUDGETED CONSTRUCTI ON COST. A cal cul ation
of budgeted construction cost is not required. Leave
Section N. - Calculation of Budgeted Construction Cost of
For m HUD- 92264 bl ank.

1-42. TENANT PAI D UTILITY ALLOMNCES ( PBE)

A Estimating Al |l owances.

1. Base on the utility expenses (except tel ephone)
typically incurred by tenants of conparable living
units for each unit type.



2. Prepare a Schedul e of All owances patterned after
Section | of Form HUD 92264-B, Cooperative or
Condom ni um Housi ng Project Analysis.

NOTE: The resulting nonthly anount for each item
reflects the nonthly average of the expected annual
expense for each unit type.

B. Schedul e of Al |l owances.
1. Conpare Schedul e of Allowances with estimates
contained in the application.
a. |If differences are mnor, accept Omer's
esti mat es.
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b. If unacceptable, do not reject application.

Condition Conditional Conmitnent on adoption
of the HUD approved Schedul e of All owances.

Rout e Schedul e of Al |l owances and synopsis of any
findings regarding the acceptability of Oaer's
estimates to the Ofice's Wility Specialist (or
Housi ng Management Divi si on mai nt enance Engi neer)
for review and coments.

a. Forward prior to conpletion of technical
processi ng.

b. Attach a copy of any Housi ng Managenent
conments to the Findi ngs Menorandum prepared
by the Val uation staff.

c. Enter the PBE (if any) for each unit type in
Section O - "Remarks" of Form HUD 92264.

1-43. VALUATI ON ANALYSI S: REHABI LI TATI ON PRQJIECTS. Fol | ow t he
preceding instructions for proposed construction, except
process using a replacenent cost formula for rehabilitation
projects and in accordance with the foll ow ng.

A

Joint Inspection. The appraiser participates in the

joint inspection.

Substanti al Rehabilitation.

A property requires substantial rehabilitation if
the estimated cost of required repairs is 15



percent or nore of the final estinated val ue of

project after repairs and has a useful life of 55
years.

2. Ref erences to total estinmated devel opnent cost
means the summation estimate, the sum of the
"as-is" value and cost of rehabilitation including
carrying charges

3. If property is acquired fromRTC, tota
devel opment cost neans the sumation estimate, the
sum of the "as-is" value or purchase price
(whi chever is lesser) and cost of rehabilitation
i ncludi ng carrying charges.

4. Orit the findings of market val ue after
rehabilitation.
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5. Determ ne the "Total Housi ng Expense" (sum of the

PUPM expense and any utility allowance) in
accordance with Paragraphs 1-35 and 1-42 of this
Chapter.

C. Acqui sitions Wthout Rehabilitation. (RTC Properties
only).

1

Estimate "as-is" market value of property in
accordance with outstandi ng val uation
i nstructions.

Allow in processing the | esser of the "as-is"
mar ket val ue of property or purchase price.

Esti mat ed Repl acenent Cost of Project. Conplete
For m HUD- 92264 as fol | ows:

a. Show zero ("0") rehabilitation cost in Line
G50, Total for Al |nprovenents.

b. There will be no rehabilitation period.

c. Do not include any taxes and insurance
during rehabilitation.

d. There will be no cost for contingency
reserve (Line Grl).

e. There will be no all owances for
suppl enent al managenent fund (Line Gr0).



f. Enter appropriate anounts in:
(1) Li ne G50, Project Contingency (2%
(2) Line G562, Title and Recording
(3) Li ne G863, Total Carrying charges
(4) Li ne G64, Legal
(5) Li ne G685, Organi zation

(6) Li ne G566, Cost Certification Audit
Fee

(7) Line G867, Total Legal, Organization
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and Audit Fees
(8) Li ne G869, Consultant Fee
(9) Li ne Gr2, Total Estimated Devel opnent
Cost (Exclusive of "As-1s" Val ue)
(10) Line Gr3, The lesser of the "as-is"
Mar ket Val ue of Property or purchase
price
(11) Line Gr4, Total Estimated Repl acenent
Cost of Project
3. Closing. Projects involving no rehabilitation
shal | have only one closing. Supplenental
instructions will be provided for such projects.
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Section 5. Mrtgage Credit Analysis

1-44. GENERAL. Follow the instructions in HUD Handbook 4470.1
REV, Mortgage Credit Analysis for Project Mrtgage
| nsurance, except as nodified herein to:



A Det erm ne maxi num capital advance anount, total
requirenents for settlenent and source of funds to
meet cash requirenents.

B. Determ ne the acceptability of the general contractor,
if identified at this stage.

C. Conpl ete the credit investigation.

D. Update the financial statenent analysis.

1-45. ANALYSI S OF THE GENERAL CONTRACTOR. Performa risk
anal ysis and review of the general contractor in accordance
with Chapter 2 of HUD Handbook 4470. 1.

1-46. ANALYSI S OF SPONSOR AND OMER
A Note that the Oaner corporation will be a new y-fornmed

organi zation that will be financially dependent on the
Sponsoring organi zati on.
B. In anal yzing the owner's capability, include an
eval uation of the capability of the sponsoring
organi zati on.

1-47. DETERM NATI ON OF MAXI MUM CAPI TAL ADVANCE. A determnination
of the maxi mum capital advance shall be nade by conpleting
Section | of Form HUD 92264- A, Suppl ement to Project
Anal ysi s, in accordance with the follow ng instructions.

A Section | - Determnation of Maxinmum | nsurable
Mortgage. Change title to "Determ nation of Maxi num
Capi tal Advance."

B. Criterion 1. - Mrtgage or Loan Anpbunt Requested in
Appli cation.
1. Change heading to read "Fund Reservation Ampunt".
2. Enter the fund reservati on anmount.

1-47 7/ 92
4571.5

C. Criterion 2. - Statutory Dollar Limt. Not applicable.

D. Criterion 3. - Amount Based on Val ue or Repl acenent
Cost .
1. Line a. Enter the replacenent cost from

Section G of Form HUD-92264 and nultiply by



100 percent.

2. Lines b and c. Make reductions for

a. Gants/loans for replacenment cost itens.

b. Excess unusual |and inprovenents.

c. Cost associated with ineligible anmenities.

d. Value of |eased fee.

e. Unpaid bal ance of any special assessnent.

3. Lines d and e. Self-explanatory.

E. Criterion 4. - Amunt Based on Linmtations Per Fanmily
Unit. (See Section 889.245 of the Regul ati ons and
Par agraph 1-6 of Handbook 4571. 3.)
1. Li ne a.

a. First Set of Blank Columms: Enter the total
nunber of wunits, including nonrevenue units,
for each bedroom type.

b. Second Set of Blank Colums: Miltiply the
appl i cable per unit dollar limtation by the
hi gh cost percentage for the area in which
the project will be located and enter the
product in these col ums.

c. Colum 1.: Miltiply the entry in
Subpar agraph 1.a above by the entry in
Subpar agraph 1. b above and record the product in
the space provided under Colum 1.

2. Li ne b.
a. First Blank Space: Enter the product of

mul tiplying the "Total Estinated Devel opnent
Cost", Section G, Line 72 of Form HUD 92264,
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by the cost not attributabl e percentage
indicated in Section M of Form HUD- 92264.

b. Second Bl ank Space: Enter 100 percent.

c. Colum 1.: Miltiply the entry in



6.

Subpar agraph 2.a above by the entry in

Subpar agraph 2. b above and enter the product

Col umm

Line c. Sel

Li ne d.

Li ne e.

1.

f-expl anatory.

Not appl i cabl e.

Enter sum of val ue of |eased fee and

unpai d bal ance of special assessnments, if any.

Line f. Sel

f - expl anat ory.

Criterion 5. - Amount Based on Debt Service Ratio.
Not applicable to Section 202 projects.

Criterion 6. - Ampunt Based on Estimated Cost of
Rehabi litation Pl us.

1

Applicable to projects involving substantial
rehabilitation.

Treat any property purchased within the |ast
2 years as property to be acquired

When there is an identity of interest between
the seller of the property and the owner, treat
as property owned and use existing debt of
seller of the property in conputation

Property Owned.

a.

Li ne a.

Enter "Total for Al Inprovenents”

reflected in Section G of Form HUD-92264.

Li ne b.

Enter offsite costs reflected in

Section M of Form HUD-92264.

Li ne c.
Fi nanci

Enter "Total Carrying charges and
ng" and Contingency Reserve from

Section G of Form HUD-92264.
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Li ne d.

Enter "Total Legal, Organizationa

and Audit Fees", Relocation Costs and
Consul tant Fee from Section G of Form
HUD- 92264.

Li ne e.

Sel f - expl anat ory.



Li ne f.

(1)

(2)
(3)

First Blank Space: Enter the "As Is"
Val ue from Section J. of Form

HUD- 92264. |f | easehold, reduce this
anount by the value of the | eased fee.

Second Bl ank Space: Enter 100 percent.

Colum 1.: Miltiply Subparagraph f(1)
above by Subparagraph f(2) above and
record product in Colum 1.

Line g. Delete "or Purchase Price of
Property (To be Acquired)". Enter the
anount of verified nortgage indebtedness.

Line h. Self-explanatory.

Line i.

(1

(2)

(3)

In the first blank space, enter 100
percent.

Multiply the result of Line h. by 100
percent and enter product in Colum 3.

Reduce the abovenmount by the anount of
any grants/loans for replacenent cost
itens and the cost of any ineligible
anmenities.

5. Property to be Acquired.

a.

Lines a through f. Conplete by follow ng
i nstructions in subparagraph 4. above for
"Property Oaned".

Line g. Delete "Existing Mrtgage

I ndebt edness (Property Omed) or". Enter
in Colum 1 the purchase price shown in the
purchase or option agreenent.
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C.

Lines h and i. Follow instructions in
Subpar agraph 4. above for "Property Omned".

1-48. MAXI MUM CAPI TAL ADVANCE. After conpleting Section |

Form HUD- 92264- A in accordance with the instructions in
Par agr aph 1-47 above, nmake a conparison of Criterion 1

of



- Fund Reservation Amount, Criterion 3 - Anpunt Based on
Val ue or Repl acenent Cost, Criterion 4 - Anpbunt Based on
Limtations Per Famly Unit and Criterion 6 - Anount
Based on Estinmated Cost of Rehabilitation Plus (for
projects involving rehabilitation).

A If Criterion 1 exceeds the other nortgage criteria,
the amount established by Criterion 1 shall be
consi dered the maxi mum capi tal advance.

B. In NO case shall the amount of the capital advance ever
exceed Criterion 4, unless Headquarters has authorized
a H gh Cost Percentage exceeding the existing H gh Cost
Percent age for the geographic area.

C. New Constructi on.

1. If Criterion 3 exceeds Criterion 1, but is |less
than Criterion 4, Criterion 3 will be the maxi num
capi tal advance.

a. Increase the fund reservation to equal the
anount in criterion 3.

b. Requests for capital advance increases should
be submitted to the Regional Ofice in
accordance with Paragraph 1-72 of this
Handbook.

2. If Criterion 3 exceeds Criterion 4, Criterion 4
will be the maxi num capital advance anount.

a. Increase the fund reservation to equal the
amount in Criterion 4.

b. Submt request for capital advance increase to
Regi onal O fice as indicated in Subparagraph
1. b above.

D. Rehabi i tati on.

1. Criterion 6 should never exceed Criterion 3.
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2. If Criterion 6 exceeds Criterion 1, but is |ess

than Criteria 3 and 4, Criterion 6 will be the
maxi mum capi tal advance.

a. Increase the fund reservation to equal the
amount in criterion 6.



b. Submt request for capital advance increase to
Regi onal O fice as indicated in Subparagraph
1. b above.

3. If Criterion 6 exceeds Criterion 4, Criterion 4
will be the maxi mum capital advance anount.

a. Increase the fund reservation to equal the
amount in Criterion 4.

b. Submt request for capital advance increase to
Regi onal office as indicated in Subparagraph
1. b above.

1-49. OMNER S COST SAVI NGS

A

When t he maxi mum capital advance anount is based on the
criteria set forth in Subparagraphs 1-48C and D above
and results in an increase in the fund reservation
anount, the owner forfeits the ability to share in any
cost savi ngs.

When t he maxi mum capital advance anount is based on the
original fund reservation anount:

1. The Oamner will be entitled to share in 50
percent (or 75 percent if the project includes
certain energy saving features) of the difference
bet ween the reservation anount and the certified
costs recogni zed by HUD.

NOTE: The cal cul ati on of any cost savings will be done
at cost certification (see Paragraph 5-4 of this
Handbook) .

2. The difference between the reservation anmount and
the replacenent cost will be restricted and pl aced
in a separate columm on Form HUD- 92451, Fi nancia
Record of Mrtgage Loan Transaction

The shared cost savings may not be applied to offset
cost associated with the inclusion of ineligible
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anenities for which the Owmer is required to pay for
with its own funds. For exanple, if an owner w shes to
include an ineligible anenity, i.e., individua

bal conies, it my do so, but the cost associated with
the anenity nust be funded by the Owmer at initia



cl osi ng.

D. In Section IV - Recomrendati ons, Requirenents and
Remar ks of Form HUD- 92264- A, identify the difference
bet ween the fund reservati on anount and the | esser of
Criterion 3, 4 or 6 (rehabilitation only) and include a
statenment that the firmconm tnent must indicate that
the shared cost savings will be restricted until fina
cl osi ng.

1-50. DETERM NATI ON OF THE FI NANCI AL REQUI REMENTS TO COWPLETE
THE PRQIECT. The devel opnent of the financial requirenents
to conplete the project is essential to the eval uation of
the Omner's financial capacity to provide the required
funds, This analysis involves the follow ng
det erm nati on:

A.  Front-End Money Requirenents.

1. Determ ne the net amount of cash required over and
above the avail abl e capital advance proceeds to
construct project by deducting the available
capital advance anmpbunt fromthe HUD repl acenent
cost formula anount, or in the case of
rehabilitation projects, fromthe total cost of
rehabilitation.

2. I nclude the cost of any prohibited anenities for
whi ch the Omer nust pay with its own funds.

B. Mninum Capital Investnent. Deternine the amount of
the mninmumcapital investnent which is defined to be
one- hal f of one percent of the capital advance anount
or $25,000, whichever is |ess.

C. Capital Expenditures.
1. The owner shall:
a. Determne the anpbunt of capital needed to

defray the cost of placing the project into
i medi at e operation, such as costs for
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(1) furniture
(2) supplies

(3) equi prent



(4) ot her expenditures necessary to the
basi ¢ operation of the project

b. Submt a schedul e of those itens.
2. The Mortgage Credit staff shall:
a. Det erm ne and breakdown between those itens to
be covered by Project Contingency funds and

those to be paid for by Oaner.

b. Forward to Cost Staff which will determ ne the
reasonabl eness of the estimated costs.

3. Cost Staff shall advise Mirtgage Credit of its
findi ngs.

1-51. DETERM NATI ON OF OWNER S FI NANCI AL CAPACI TY TO CLOSE THE
TRANSACTI ON AND OPERATE THE PRQIECT. The Mortgage Credit
Staff shal l:

A

Determine if the Ower has been capitalized by the
Sponsor in an anpunt sufficient to provide:

1. Any front-end noney as determ ned in accordance
wi t h Paragraph 1-50A above;

2. The mininum capital investnent;

3. The funds needed to neet the costs of all
capital expenditures.

Revi ew plan for feasibility, considering any
commitnents frompublic or private organization to
donate funds, furniture, equipnent, supplies, etc.

Revi ew Omer's estimates of operating costs (Form

HUD- 92013-E) not directly related to the project, such as
the operation of transportation services, congregate
dining and recreation facilities, housekeeping services
and ot her supportive housing services.
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The review wil|l determ ne whet her
1. There is sufficient income from Sponsor

contributions, co-paynments fromtenants and funds
committed from State or |ocal organizations to
cover the projected expenses;



2. Whet her the commitnents from ot her sources are
bi ndi ng.

If it is determ ned that the Omer | acks the resources
to cover these expenses, request the owner to subnmit
information on its plans to neet the requirenents.

1-52. RECCORDI NG THE RESULTS OF THE MORTGAGE CREDI T ANALYSES

A. Record findings in appropriate sections of Form
HUD- 92264- A.

1. Section | - Determ nation of Maxi num Capita
Advance. Conplete in accordance with Paragraphs
1-47 and 1-48 of this Handbook

2. Section Il - Total Requirenments for Settlenent.

a. Part A

(1) Lines 1 through 3. Conplete in
accordance with HUD Handbook 4480. 1.

(2) Line 4. Reflect lower of Criterion 3,
4, or 6 (rehabilitation only) from
Section | of Form HUD-92264- A.

(3) Line 5. Reflect anpbunt of any grant/
| oan funds for replacenent cost itens.

(4) Lines 6 through 12. Conplete in
accordance with HUD Handbook 4480. 1.

b. Part B. Not applicable.
3. Section IlIl - Source of Funds to Meet Cash

Requirenents. Conplete in accordance with HUD
Handbook 4480. 1.
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4. Section IV - Reconmendations, Requirenents and
Remar ks.
a. |If there are expenses attributable to

prohi bited anenities, include the anmount of
the expense escrow in this section. (See
Subpar agraph 1-34E concerning this escrow.)

b. If project is eligible to share in cost
savings, identify difference between the fund



reservati on amount and the | esser of criterion
3, 4 or 6 (rehabilitation only) from Section I
of Form HUD- 92264- A and i ncl ude statenent that
the firmconmtnment nust indicate that any
cost savings will be restricted until fina

cl osi ng.

Rej ect application if it is determ ned that the Oaner
is clearly unable to provide the funds required by
Subpar agraphs 1-50A and B of this Chapter

Prepare a nmenorandum provi di ng an opi ni on, based on
avail abl e data, as to the ability of the Oamer to

provi de funds for any up-front costs and the continuing
operating expenses of the project.
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Section 6. Managenent Processing

1-53. GENERAL. The Housi ng Managenent Staff shall review the
Request to determ ne the managenent capability of the
Onmner or managenent agent and the approvability of the
proposed | ease. The Housi ng Managenent Staff al so shal
review t he operating expenses for adequacy froma
managenent viewpoint. Reviews shall be conpleted in
accordance with Handbook 4381.5 Rev-1, Managenent
Docurents, Agents and Fees, except as nodified herein.

1-54. REVI EW OF MANAGEMENT' S QUALI FI CATIONS. The Owner nay

propose to manage the project itself or contract with the
sponsor or a managenent agent. If the owner determines to
contract with a managenent agent, (project adm nistrator or
resi dent manager, if self-nanaged), it nust subnit the
Managenment Entity Profile (Form HUD 9832), the appropriate
Managenent Certification (FormHUD-9839 A, B or C), Form
HUD- 2530 and a list of positions that will be charged

agai nst the project's operating account. The Housing
Managenment staff shall review these docunments for
conmpliance with HUD requirenents and to determ ne the
acceptability of the managenent agent.

A.  Managenent Agent Qualifications. Using the Managenent
Entity Profile, the Managenent Specialist shal
eval uate the capacity of the Managenent Agent to
manage a nultifam |y project successfully. Particular
attention should be given to the Management Agent's
experience in handling problens inherent in managi ng
| owi ncome housing. |In the event the information on
the statenent is not sufficient to nmake a reasonabl e
determ nation, the Managenent Agent shoul d be required



to submt suppl enental information.

A history of poor managenent practices in defaulted
projects would quite obviously disqualify a Managenent
Agent, but the acceptability of the Managenent Agent
will generally be a judgenent based on the experience,
nmotivation, financial capacity, and potential of the
Management Agent. |f the Management Entity Profile or
the Form HUD- 2530 i ndi cates the Management Agent has
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1-55.

1-56.

1-57.

had pertinent difficulties with projects under the
jurisdiction of another Field Ofice, the Managenent
Specialist shall obtain a witten report fromthat
Ofice relative to the performance of the Managenent
Agent .

B. Certification by the Managenent Agent. The Managenent
Specialist will nmake certain the Managenent Agent has
submitted the appropriate certification that he/she
considers the project feasible froma managenent
st andpoi nt and has revi ewed the nanagenent exhibits in
the Request. The certification nmust be conpleted in
its entirety.

REVI EW OF FORM OF LEASE. The form of |ease shall be

revi ewed by the Housi ng Managenent Staff for sufficiency
and conpliance with HUD requirenments. The Mdel Lease for
use in Section 202 projects will be provided in the future
as Appendi x 2.

REVI EW OF FORM HUD- 92013 AND FORM HUD- 92264. The operati ng
expense estimates which are prepared by the Omer and
entered in section E of Form HUD-92013 and prepared by the
Val uation staff and entered in section E of Form HUD 92264
shal | be reviewed by the Housi ng Management Staff. The
expense estimates shall be checked agai nst known operating
expenses for successfully operating simlar projects in
order to assure that the estimtes are adequate froma
nmanagenent vi ewpoi nt.

REPORT TO HOUSI NG DI RECTOR. At the conclusion of its
revi ews, the Housing Managenment Staff shall prepare a
menorandumto the Housing Director stating whether or not
the proposed managenent, the form of |ease and the
operating expense estinmates are acceptabl e.
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Section 7. Relocation Review

1-58. CGENERAL. Where site occupants have been (or are to be)
di spl aced, or real property has been (or is to be)
acqui red, CPD nust review the Request for a Conditional
Comm tment in accordance with HUD Handbooks 1378, CHG 1,
Tenant Assistance, Relocation and Real Property
Acqui sition and 1374, Relocation and Real Property
Acqui sition - Responsibilities of HUD Staff.

1-59. MHR RESPONSI BI LI TI ES.

A. Notify CPD when Conditional Conmitment application is
submitted to Field Ofice.

B. Forward the following to CPD for review

1. Anendnents to relocation plan, if any.

2.  Form HUD-92013.

3. Any other docunents which may be rel evant.
C. Act as liaison between CPD and the Omner.

1. Contact owner for additional information when
required by CPD to conplete its review.

2. Coordi nate any neetings to resolve conpl ex issues.
D. Advise Valuation of any expense changes nade by CPD.
1-60. CPD RESPONSI BI LI TI ES.
A.  Re-evaluate the owner's relocation Pl an.

B. Advise MAR (for transmittal to the Omer) on such
matters as:

1. Eigibility determination of "displaced persons”.
2. Relocation Paynents.
3. Owner's recordkeeping requirenments.

C. Mnitor treatnent of displaced site occupants.
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Section 8. Fair Housing and Equal Cpportunity Revi ew

1-61. GENERAL. FHEO staff should foll ow gui dance contained in
the follow ng:

A.  HUD Handbook 4065.1, Previous Participation.

B. HUD Handbook 4381.5 REV-1, Managenent Docunents, Agents
and Fees.

C. HUD Handbook 4050.4, Reporting Requirements for
Aut omat ed Systens for Public Housing, |ndian Housing
Agenci es and Private Omners.

D. HUD Handbook 8025.1 REV-1, Inplenentation of
Affirmative Fair Housing marketing Requirenents for
Mul tifam |y Housing.

E. HUD Handbook 1378, CHG 1, Tenant Assi stance,
Rel ocati on and Real Property Acquisition

F. HUD Handbook 1374, Relocation and Real Property
Acqui sition - Responsibilities of HUD Staff.

1-62. FHEO RESPONSI BI LI TI ES

A.  HUD Form 92010, Equal Enpl oynent opportunity
Certification. FHEO reviews for original signature of
aut hori zed official and current date.

B. HUD Form 2530, Previous Participation. FHEO reviews to
det ermi ne whet her the general contractor (if
i dentified), managenent agent, Owner, Sponsor or
consultant are in violation of civil rights |aws.

C. Review approval of the Affirmative Fair Housing
Marketing Plan. FHEO should foll ow the gui dance
contained in the Affirmative Fair Housing Marketing
Handbook as nodi fi ed by subsequent Headquarters
i nstructions (Handbook 8025.1 REV-1 CHG 1) regarding
del etion of data formerly requested by HUD in Bl ock No.
7 (estinmated applicant or occupancy goals or other
net hods of assessing AFHWVP i npl enentation through
antici pated applicant or occupancy results).

D. Managenent Docunments. FHEO revi ews nanagenent
docunents in accordance with Handbook 4381.1 REV except
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as nodi fied by subsequent Headquarters instructions in
Housi ng Notice H 90-33, Tenant Sel ection and House
Rules. Additionally, FHEO revi ews nanagement documnents
to assure consistency with provisions of the
Affirmative Fair Housing Marketing Plan.

E. Relocation Documents. FHEO reviews relocation
docunents to ensure that they address the civil rights
requi renents associated with relocation, displacenent,
tenant assistance and real property acquisition. These
requi renents include fair housing counseling as part of
the relocation advisory services, maintaining racia
and ethnic data on program partici pants and
benefi ciaries, and providing opportunities for
mnorities to rent or purchase in a full range of
nei ghbor hoods, i ncl udi ng nei ghbor hoods which are
outside areas of minority concentration

F. Review approval of site changes to determ ne whether
the new site neets site and nei ghborhood standards.

G Review approval of change in Sponsors or a Co- Sponsor
FHEO reviews Exhibits 11 and 21 to determ ne whet her
the Sponsor is eligible to participate in the program

The Housi ng Devel opnent Director shall be advised of
any deficiencies noted during the review so they may be
corrected prior to issuance of the Conditiona
Commi t ment .
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Section 9. Additional Program Requirenents

MAI NTAI NI NG TI MELY APPLI CATI ON PROCESSI NG  The Housi ng
Devel opnent staff nust nmaintain cl ose working
relationship with the owner and its devel opnent team
nmenbers to ensure tinely processing of the application
by:

A.  Communi cating frequently by tel ephone and in witing
with the owner to assure that there is full
conmuni cation at all tines.

B. ldentifying problens and working with the Owmer to
resol ve them

C. Holding technical disciplines accountable for their
processing responsibilities.



D. Hol ding Owers accountable for their actions,
including the activities of their devel opnent team

E. Docunenting actions taken by the Field Ofice to
expedite processing or to assist Oamers which are
having difficulty or are falling behind schedul e.

1-64. FUND RESERVATI ON EXTENSI ONS AND CANCELLATI ONS

A Field Ofices. Followthe procedures for fund
reservation extension and cancell ation actions as set
forth in Paragraph 3-65 of HUD Handbook 4571. 3.

B. Regional Ofices. The Regional Ofice may extend a
fund reservation beyond 24 nonths but not to exceed
36 nonths fromthe date of the initial fund
reservation, based on the criteria set forth in
Subpar agraph 3- 65D of Handbook 4571. 3.

1. The Regional Ofice is expected to:

a. Review and retain supporting Field Ofice
justification for granting the extension

b. Gant only the tinme realistically necessary to
conpl ete processing and start construction
rehabilitation or acquisition.
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2. The Regional O fice shall advise Headquarters and
the Field Ofice of its decision. The Field
Ofice shall followthe instructions herein in
notifying the Owmer of the Regional office's
deci si on.

3. Were a project does not reach start of
construction, rehabilitation or acquisition within
36 months of the initial fund reservation, the
Regional O fice will submt to Headquarters a
request to either cancel or extend the fund
reservation.

a. Ei t her request nust include supporting
justification.

b. A request to extend the fund reservation nust
only be for the time necessary to conplete
processing and start construction,
rehabilitation or acquisition.



C

Headquarters. Headquarters will:

1.

Review all requests to issue Notices of Intent to
Cancel and appeals of Notices of Intent to

Cancel and issue decisions within 45 days of the
Field Ofices' receipt of the Ower's appeal

Act upon requests from Regional Ofices for
extensions of fund reservations beyond the initia
36 nonths for projects which were unable to reach
start of construction, rehabilitation or
acquisition by that tine.

1-65. DEOBLI GATI ON OF CAPI TAL ADVANCE FUND RESERVATI ON AND
PRQIECT RENTAL ASSI STANCE CONTRACT AND BUDGET AUTHORI TY
| f Headquarters authorized cancellation of a fund
reservation, the MHR shall:

A

Initiate cancellation of the capital advance and the
PRAC by:

1

Prepari ng Form HUD- 718, Funds Reservation and
Contract Authority, cancelling the previously
reserved Capital Advance Authority.
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2. Prepari ng Form HUD- 52540, Assi sted Housi ng Project
Accounting Data (PAD), cancelling the previously
reserved Project Rental Assistance Contract and
Budget Authority.

3. Sendi ng the original Forms HUD- 718 and HUD- 52540
to RAD to deobligate the outstanding reservation

Distribute copies of the HUD-718 along with the Oamer's
cancel lation letter (see Paragraph 3-65 of HUD Handbook
4571.3) as foll ows:

1. Regi onal Housing O fice.
2. Fundi ng Control Division in Headquarters.
3. Housing for Elderly and Handi capped Peopl e

Di vi sion in Headquarters.
4. Proj ect Docket File.

NOTE: Once cancelled, a reservation cannot be
rei nst at ed.



1-66. MONI TORI NG ACTI VI TI ES

A Omners should nmonitor the work of their devel opnent
team nenbers. | nadequate performance by any
devel opnment team nenber is not a sufficient basis for
granting a fund reservation extension.

B. Field Ofice Managers. Monitor the Omer's performance
and provide tinely feedback and assi stance by:

1. Providing tinmely gui dance and processing of
appl i cations.

2. Consi deri ng previous sponsor perfornmance when
eval uating fund reservation extension requests.

3. Providing firmleadership when owners fail to
perform including reconmendi ng i ssuance of
Notices of Intent to Cancel to the Assistant
Secretary, where appropriate.

C. Regi onal Administrators. Mnitor Field Ofices
perf or mance by:
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1. Setting goals and providing technical assistance
or cross-training as necessary.
2. Detailing personnel fromstrong to weak offices

for a brief period, to assist the weak office to
i nprove its performance

3. Provi ding each Ofice:

a. Aprintout of its pipeline cases by Fisca
Year, including all projects for which fund
reservations have been issued, and whi ch have
not reached initial closing.

b. Advice on howit ranked in relation to other
Field Ofices within the Region

D. Headquarters. Monitor Regional offices' perfornmance
by:

1. Using the tracking systemas the primary data
source, although copies of extension letters and
Notices of Intent to Cancel will be reviewed.



Conducting on-site reviews of the Regions which
will include reviews of the Regional office's
extension files.

Provi di ng regul ar feedback. Each quarter, the
Region will receive

a. Its ranking, with respect to other Regions,
based on the average length of tine it has
taken projects to reach initial closing
during the last quarter.

b. A witten evaluation of its performance,
based on all data avail able to Headquarters,
i ncludi ng recommendati ons for inprovenent.

1-67. SITE CHANGES. The Field Ofice Managers have the
authority to approve a change in sites based on the
fol | owi ng:

A

The Omner has subnitted a witten request to change
sites to the Field Ofice, along with supporting

justification.
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The Field Ofice staff has determ ned that:

1

The new site is equal to or better than the
original site in order to not alter the fairness
of the funding conpetition in the fiscal year in
whi ch the project was funded.

There is a market demand for the housing at the
new | ocati on.

The new site location is consistent with

the approved Conprehensive Affordabl e Housing
Strategy and nmeets site and nei ghborhood

st andar ds.

The appropriate State or |ocal agency has
certified that the provision of services at the
new | ocation is well designed to serve the specia
needs of the category of elderly persons the
housing is intended to serve (if new | ocation

is outside of the jurisdiction of the State or

| ocal agency that originally certified).

The new site is environnentally equal to or better
than the previous site. A conplete environnenta



assessnent (using Form HUD- 4128, Environnental
Assessnent, or Form HUD-4128.1, Conpliance and LAC
Condi tions Record), including (where applicable)
EO 11988 (Fl oodpl ai n Managenment) 8-step process,

Hi storic Preservation (Section 106 process), etc.,
must be prepared, signed and approved by the

Housi ng Devel opnent Director.

6. The new site is in the sane market area as the
original site, if possible. The Ofice may pernit
a switch to another narket area if the Omner
adequat el y docunents that:

a. No other acceptable sites are available in the
sane narket area.

b. It is unable to provide necessary services,
unl ess the project is relocated to another
mar ket ar ea.

Forward copi es of any approvals to change sites to the
Regi onal Housing Director and the Director, Housing for
El derly and Handi capped Peopl e Division in

Headquart ers.

7/ 92

1- 66

4571.5

1- 68. SECONDARY FI NANCI NG Requests for secondary financing can
only be approved in Headquarters.

A

Submi ssion of Omer's Request. Forward Oaner's request
to the Ofice of Elderly and Assisted Housi ng (HVEE)
al ong with:
1. Pr oposed nortgage docunents:
a. Mrtgage Note (or Pronissory Note).
b. Mrtgage or Deed.
c. Loan Agreenent.

d. Commtnent Letter.

2. Field Ofice's recommendati on, supported by
Fi el d Counsel's review.

Headquarters' Review. Headquarters will consider
requests for secondary financing on a case-by-case
basis subject to the following criteria:



The secondary financing nust be by a public body.

The second nortgage may not becone due and payabl e
in whole or in part until the termof the capita
advance has matured, except as pernmitted under 3
bel ow.

The only paynents all owabl e on the second nortgage
prior to the maturity date of the capital advance
will be from Residual Receipts, to the extent
avai | abl e, and any such paynents will require
approval by the Field Ofice in advance. The only
exception is where the owner agrees to make
payments fromits own funds, and such funds
clearly do not cone fromthe project.

Conpl i ance by the Omer with HUD requirenents will
satisfy the requirenents of the second nortgage
hol der. No requirements by the second nortgage
hol der will be pernitted which interfere with or
conflict with HUD requirenents concerning the
devel opment or operation of the project, or in any
way j eopardi ze continued operation of the project
on terns at |l east as favorable to existing and
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C

Uses

future tenants as required under Section 202(c) (1)
of the Housing Act of 1959, as anended.

No default under the second nortgage may be
decl ared wi t hout HUD approval

HUD approval of a Transfer of Physical Assets
(TPA) will constitute approval of the TPA by the
second nortgage hol der.

of Secondary Fi nanci ng.

Funds associated with secondary financing nay be
used for any purpose related to the devel opnent of
the project, except for

a. Mninmumcapital investnent.

b. Itens that woul d change the character of the
project, such as nursing stations.

Exanpl es of Permissible Itens:

a. Excess | and costs.



b. Unusual off-site costs.
c. Prohibited anmenities.

3. Exanmpl es of unacceptable itens include those
anenities that would rai se the operating expenses,
(unless the owner is willing and able to pay the
operating expenses out of its own or other
non- HUD funds), such as:

a. Sw nmm ng pools, saunas and jacuzzis.
b. Bowing alleys.
c. Washers and dryers in individual units.
D. Conmuni ty Devel opnent Bl ock Grant (CDBG funds. Under
certain circunstances, CDBG funds nmay be used to
provi de second nortgage financing.

1. Cities may make second nortgages using their:

a. CDBG funds.
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b. Entitlenment grants.
c. Distributions from State grantees.

2. If cities make second nortgages wth funds
descri bed in Subparagraph 1 above, the Field
Ofice will process the application to assure that
HUD funds are not being used to finance prohibited
ameniti es.

NOTE: The nortgage woul d not be reduced in cases where
the public body providing the second nortgage receives
CDBG funds but the funds are being used for purposes
unrel ated to the subject project.

1-69. REQUESTS TO TRANSFER FUND RESERVATI ONS AND CHANGE
SPONSCRS

A Transfers of Capital Advance Fund Reservations.

Transfers of fund reservations, except fromthe Sponsor
to its Oaner corporation, are prohibited.

B. Change of Sponsors.



1. Requests to change sponsors shoul d be strongly
di scouraged and such requests will be considered
in Headquarters in rare situations where it is
deened necessary to protect HUD s financia
interest in the project, such as for a project
whi ch had reached initial closing and afterwards:

a. The original Sponsor is unable to neet its
financial commitnent to the project due to
bankruptcy, |oss of needed State funding for
services, etc.

b. The origi nal sponsor experienced a change in
| eadership and the new | eaders take the
position that the Sponsor can no | onger
support the project.

2. Docurent ati on. The reason for changi ng sponsors
must be fully docunmented and nust be based on the
fol | owi ng:

a. The original Sponsor nust submit a request

to the Field Ofice along with all the
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docunents necessary to reviewthe eligibility
of the proposed Sponsor, i.e., the relevant
docunents filed by Sponsors at the Fund
Reservation Stage - Exhibits 3 through 11, 14,
21, and 25 through 28 of Appendix 11, HUD
Handbook 4571. 3).

b. The appropriate Field Ofice disciplines
are to review the above docunents and nake a
determnation regarding the eligibility of the
proposed Sponsor.

3. Submt the request to Headquarters, Ofice of Elderly
and Assi sted Housing, with a recommendati on based on
the Field Ofice's review of the exhibits (do not
submit exhibits).

C. Requests for a Co-Sponsor. Field Ofice Managers

have the authority to approve the addition of a
sponsor to a project provided:

1. The new Sponsor is necessary to enhance the
feasibility of the project.



The new Sponsor is eligible based on a review
as discussed in Subparagraph B2 above.
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Section 10. Preparing and |ssuing Conditional Commtnent

1-70. HOUSI NG DEVELCPMENT DI RECTOR FUNCTI ONS.

1-71.

1-72.

A

A

Revi ews the underwiting and program concl usi ons and
anends them when necessary, w th proper
docunent at i on.

When appropriate, directs the MHR to:

1. Prepare the Conditional Conmitnent for Capital
Advance Fi nanci ng, Form HUD- 90174CA.

NOTE: The fund reservation amount is the anmount on
which the conmmitnent will be based, even though it may
exceed the replacenent cost estinmate.

2. Schedul e a Condi ti onal Conmmi t nent conference.

CONDI TI ONAL COVM TMENT CONFERENCE.

The Field Ofice nust invite the Owmer to attend a
Condi ti onal Conm tnent conference to discuss the
concl usi ons reached as a result of processing.

Upon agreenent between the owner and the Field Ofice
staff, issue the Conditional Comm tnent.

ANVENDMVENTS TO RESERVATI ONS OF CAPI TAL ADVANCE AND PRAC
FUNDS.
A.  Amendnment of Fund Reservation.

1. Decreases. No decreases to outstanding fund
reservations shall be made at the time of
conditional Conmmtnent processing (see Paragraph
2-18 of this Handbook for further details).

2. I ncreases. The foll owing are subm ssion
requirenents for different types of anmendnents:

a. Increases in capital Advance Amounts Handl ed
by Regional Ofice.
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(1) The Regional Ofice is authorized to
approve anendnent funds for projects
prior to initial closing and start of
construction provided that the:

- the project costs are within the
hi gh cost percentage established by
the Assistant Secretary and

- cases do not involve any unit
i ncreases.

(2) Submit amendnent requests to the
Regi onal Housing Director along with
the follow ng exhibits:

- Field Ofice Manager's witten
reconmendat i on

- For m HUD- 92013, Applicati on-Project
Mort gage | nsurance

- For m HUD- 92013- E, Suppl enment al
Application and Processing Form

- For m HUD- 92264, Rental Housi ng
- Project Incone Analysis and

Appr ai sal

- For m HUD- 92264- A, Suppl enent to
Proj ect Analysis

- Repl acenment Cost Formul a
cal cul ation

- For m HUD- 92274, Operati ng Expense
Anal ysi s Wor ksheet .

b. Increases in Capital Advance Ampunts Handl ed
by Headquarters. Increases which require the
Assi stant Secretary's approval to exceed the
currently approved hi gh cost percentage nust
be subrmitted on a case-by-case basis to the
Ofice of Insured Multifanily Housing
Devel opnent, Attention: Technical Support
Division, HMT, along with the exhibits
identified in Subparagraph a above.
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Unit | ncreases.

(1) If an Omer is unable to develop a
financially feasible project with
the nunmber of units allocated to it in
the fund reservation, unit increases nay
be approved based on the mininumtota
nunber of units required to attain
feasibility.

(2) Feasibility as used herein is defined as
the capability of the owner to proceed
to construction given its financia
resources and the maxi mum approvabl e
capital advance anount to neet all
capital requirenents.

NOTE: Unit increases will not be approved in
cases where a site changes nakes additiona
units possi bl e.

(3) Submit unit increase requests to the
Ofice of Elderly and Assi sted Housing,
HVEE, acconpani ed by the processing
docunents and justification for the
i ncrease.

B. Amendnent of PRAC Reservati on.

1

Decreases. No decreases to the PRAC reservation
can be made before initial closing.

| ncr eases.

a.

Increases in the PRAC reservation necessitated
by increased operating expense estinmates nust
be submitted to the Regional Ofice if
anmendnment funds have been assigned to the

Regi onal Ofice or to Headquarters, as
appropri at e.

I f approved, the PC&R staff will prepare
revi sed Forms HUD- 52540, as described in
Par agr aph 3-61C of HUD Handbook 4571. 3.
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