___________________________________________________________________________

                              TABLE OF CONTENTS

Paragraph                                                        Page No.

_________                                                        ________

               CHAPTER 1.  SUBMISSION AND PROCESSING OF

                           REQUEST FOR CONDITIONAL

                           COMMITMENT FOR CAPITAL ADVANCE

                           FINANCING

     Section 1.  General                                           1-1

1-1.        Application Submission                                 1-1

1-2.        By-Passing Conditional Commitment Stage                1-1

1-3.        Description of Conditional Commitment

              Processing Stage - New Construction                  1-4

1-4.        Description of Conditional Commitment

              Processing Stage - Rehabilitation                    1-4

1-5.        Description of Conditional Commitment

              Processing Stage - Acquisitions

              Without Rehabilitation                               1-5

1-6.        Request for Conditional Commitment                     1-6

1-7.        Additional Exhibits - Rehabilitation or

              Acquisition Without Rehabilitation                   1-16

1-8.        Receipt of Requests for Conditional

              Commitment                                           1-17

1-9.        Screening for Completeness                             1-18

1-10.       Eligibility for Technical Processing                   1-18

1-11.       Coordination of Technical and Program

              Reviews                                              1-19

1-12.       Field Counsel Review                                   1-20

1-13.       Economic Market Analysis Division Review               1-21

1-14.       Community Planning and Development (CPD)

              Review                                               1-22

     Section 2.  Architectural and Engineering Analysis            1-23

1-15.       General                                                1-23

1-16.       Accessibility Requirements                             1-23

1-17.       Design Considerations                                  1-31

1-18.       Additional Design Considerations                       1-34

1-19        Review and Acceptance of Exhibits                      1-37

1-20.       Eligible Equipment                                     1-37

1-21.       Comparative Cost Analysis of Utilities                 1-38

1-22.       Architectural Analysis:  Projects Involving

              Rehabilitation and Acquisition from the RTC          1-38

___________________________________________________________________________

                                   1

_____________________________________________________________________

     4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

     Section 3.  Cost Processing                                   1-40

1-23.       General                                                1-40

1-24.       Prohibited Amenities                                   1-40

1-25.       Cost Not Attributable to Dwelling Use                  1-40

1-26.       Builder's Profit                                       1-40

1-27.       Impact Fees                                            1-40

1-28.       Capital Expenditures                                   1-41

1-29.       Supplemental Estimates                                 1-41

1-30.       Analysis of Rehabilitation                             1-42

     Section 4.  Valuation Analysis                                1-36

1-31.       General                                                1-43

1-32.       Environmental Assessment and Site Appraisal            1-44

1-33.       Replacement Cost Estimate (New Construction)           1-44

1-34.       Annual Operating Expense Estimate                      1-46

1-35.       Estimate of Income                                     1-49

1-36.       Income Computations                                    1-50

1-37.       Maximum Permissible Rental Analysis                    1-50

1-38.       Estimate of Operating Deficit                          1-50

1-39.       Income Approach to Value                               1-50

1-40.       Comparison Approach to Value                           1-50

1-41.       Calculation of Budgeted Construction Cost              1-50

1-42.       Tenant Paid Utility Allowances (PBE)                   1-51

1-43.       Valuation Analysis:  Rehabilitation Projects           1-51

     Section 5.  Mortgage Credit Analysis                          1-54

1-44.       General                                                1-54

1-45.       Analysis of the General Contractor                     1-54

1-46.       Analysis of Owner                                      1-54

1-47.       Determination of Maximum Capital Advance               1-54

1-48.       Maximum Capital Advance                                1-58

1-49.       Owner's Cost Savings                                   1-59

1-50.       Determination of the Financial Requirements

              to Complete the Project                              1-60

1-51.       Determination of Owner's Financial Capacity

              to Close the Transaction and Operate the

              Project                                              1-61

1-52.       Recording the Results of the Mortgage

              Credit Analysis                                      1-63

___________________________________________________________________________

                                   2

_____________________________________________________________________

                                                            4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

     Section 6.  Management Processing                             1-65

1-53.       General                                                1-65

1-54.       Review of Management's Qualifications                  1-65

1-55.       Review of Form of Lease                                1-66

1-56.       Review of Forms HUD-92013 and HUD-92264                1-66

1-57.       Report to Housing Director                             1-66

     Section 7.  Relocation Review                                 1-67

1-58.       General                                                1-67

1-59.       MHR Responsibilities                                   1-67

1-60.       CPD Responsibilities                                   1-67

     Section 8.  Fair Housing and Equal Opportunity

                 Review                                            1-68

1-61.       General                                                1-68

1-62.       FHEO Responsibilities                                  1-68

     Section 9.  Additional Program Requirements                   1-70

1-63.       Maintaining Timely Application Processing              1-70

1-64.       Fund Reservation Extensions and Cancellations          1-70

1-65.       Deobligation of Section 811 Fund

              Reservation and Project Rental

              Assistance Contract and Budget Authority             1-71

1-66.       Monitoring Activities                                  1-72

1-67.       Site Changes                                           1-73

1-68.       Secondary Financing                                    1-75

1-69.       Requests to Transfer Fund Reservations and

              Change Sponsors                                      1-77

            Section 10.  Preparing and Issuing

                         Conditional Commitment                    1-79

1-70.       Housing Development Director Functions                 1-79

1-71.       Conditional Commitment Conference                      1-79

1-72.       Amendments to Reservations of Capital Advance

              and PRAC Funds                                       1-79

___________________________________________________________________________

                                   3

_____________________________________________________________________

     4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

          CHAPTER 2.  SUBMISSION AND PROCESSING OF

                      REQUEST FOR FIRM COMMITMENT FOR

                      CAPITAL ADVANCE FINANCING

     Section 1.  General                                           2-1

2-1.        Processing Stage and Variations                        2-1

2-2.        Description of Firm Commitment Stage                   2-1

2-3.        Target Dates                                           2-1

2-4.        Required Exhibits                                      2-1

2-5.        Receipt of Requests for Firm Commitment

              for Capital Advance Financing                        2-2

2-6.        Screening for Completeness                             2-2

2-7.        Eligibility for Technical Processing                   2-3

2-8.        Coordination of Technical and Program

              Reviews                                              2-3

     Section 2.  Technical Reviews                                 2-5

2-9.        Architectural and Engineering Analysis                 2-5

2-10.       Cost Analysis                                          2-5

2-11.       Valuation Analysis                                     2-6

2-12.       Mortgage Credit Analysis                               2-6

2-13.       Fair Housing and Equal Opportunity Review              2-7

     Section 3.  Preparing and Issuing Commitment                  2-8

2-14.       Housing Development Director's Function                2-8

2-15.       Amendment of Capital Advance Reservation               2-8

2-16.       Preparation of Commitment for Capital Advance

              Financing, Form HUD-92432-CA (Firm

              Commitment)                                          2-9

2-17.       Preparation and Approval of Agreement to

              Enter into a Project Rental Assistance

              Contract (Agreement, Forms HUD 90172-CA

              (Part 1) and HUD-90172B-CA (Part 2) and

              HUD-90167-CA, Capital Advance Agreement              2-9

___________________________________________________________________________

                                   4

_____________________________________________________________________

                                                            4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

     Section 4.  Actions Prior to Initial Closing                  2-10

2-18.       General                                                2-10

2-19.       Execution of Agreement to Enter into Project

              Rental Assistance Payment Contract

              (Agreement)                                          2-10

2-20.       Notification of Property Insurance

              Requirements                                         2-10

2-21.       Execution of Capital Advance Agreement                 2-10

2-22.       Preparing for Initial Disbursement of

              Capital Advance Funds                                2-11

     Section 5.  Award of Construction Contract

                  and Pre-Construction Conference                  2-13

2-23.       General                                                2-13

2-24.       Section 3 Applicability                                2-13

2-25.       Form of Construction Contract                          2-13

2-26.       Architect's Additional Services for

              Competitively-Bid Projects                           2-14

2-27.       Estimate of Construction Cost                          2-14

2-28.       Project Manual                                         2-15

2-29.       Form of Project Manual Documents                       2-15

2-30.       Incentive Payment and Actual Damages                   2-22

2-31.       Invitation for Bids                                    2-22

2-32.       Addenda                                                2-25

2-33.       Bid Opening                                            2-26

2-34.       Low Bidder                                             2-27

2-35.       Bid Withdrawal or Rejection                            2-27

2-36.       Bid Protests                                           2-30

2-37.       Owner's Submission of Proposed Contract

              Award Documents                                      2-30

2-38.       Contract Award                                         2-32

2-39.       Department of Labor Notification                       2-33

2-40.       Pre-Construction Conference                            2-33

               CHAPTER 3.  INITIAL CLOSING                         3-1

3-1.        Preparation for Initial Closing                        3-1

3-2.        Responsibilities of Field Office Manager

              and Chief Counsel                                    3-1

3-3.        Additions or Deletions to Standard Forms               3-1

3-4.        Documents Required at Initial Closing                  3-2

___________________________________________________________________________

                                   5

_____________________________________________________________________

     4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

               CHAPTER 3.  INITIAL CLOSING (cont.)                 3-1

3-5.        Title Policy                                           3-2

3-6.        Control over Owner                                     3-2

3-7.        Construction Contract                                  3-2

3-8.        Materials Stored Off-Site                              3-3

3-9.        Assurance of Completion                                3-3

3-10.       Acceptable Surety and Amount of Bond                   3-4

3-11.       Required Off-Site Improvements                         3-4

3-12.       Property Insurance Requirements                        3-5

3-13.       Leaseholds                                             3-5

3-14.       Required Minimum Capital Investment                    3-5

3-15.       Collateral Agreements                                  3-6

3-16.       Owner's Attorney's Closing Opinion                     3-6

3-17.       Fidelity Bond during Construction Period               3-6

3-18.       Construction Funds Provided by Owner                   3-7

3-19.       Custody of Original Documents                          3-7

3-20.       Initial Capital Advance Disbursement                   3-7

3-21.       Closing Memorandum                                     3-8

3-22.       Revision of Instruments                                3-8

                    CHAPTER 4.  CONSTRUCTION PERIOD                4-1

4-1.        Disbursing Capital Advance Proceeds                    4-1

4-2.        Project Contingency                                    4-4

4-3.        Holdback of Capital Advance Proceeds                   4-5

4-4.        Payment for Off-Site Facilities                        4-7

4-5.        Processing Change Orders                               4-7

4-6.        Increase in Capital Advance Amount                     4-9

4-7.        Work Stoppage                                          4-12

4-8.        Management Processing during Construction              4-12

4-9.        Operating Budget Approval                              4-17

4-10.       Inspection at Project Completion                       4-17

4-11.       Requests to Occupy                                     4-17

4-12.       Review of Project Acceptance                           4-19

4-13.       Project Rental Assistance Contract (PRAC)              4-21

4-14.       Marketing and Initial Rent-up                          4-22

4-15.       Joint Pre-Cost Certification Conference                4-19

                    CHAPTER 5.  COST CERTIFICATION                 5-1

5-1.        General                                                5-1

5-2.        Request for Submission of Cost Certification           5-1

___________________________________________________________________________

                                   6

_____________________________________________________________________

                                                            4571.4

___________________________________________________________________________

Paragraph                                                        Page No.

_________                                                        ________

                    CHAPTER 5.  COST CERTIFICATION (cont.)         5-1

5-3.        Cost Certification Documents                           5-1

5-4.        Determination of Maximum Capital Advance

              Amount                                               5-2

5-5.        Mortgage Reduction                                     5-3

5-6.        Operating Expense Adjustment                           5-3

                         CHAPTER 6.  FINAL CLOSING                 6-1

6-1.        General                                                6-1

6-2.        Property Insurance Requirements                        6-2

6-3.        Incomplete On-Site Facilities                          6-3

6-4.        Assurances and Advances for Off-Site

              Facilities                                           6-4

6-5.        Nonrealty Items and Alternative Security

              Instruments                                          6-4

6-6.        Request for Final Closing and Capital

              Advance Disbursement                                 6-5

6-7.        Scheduling Final Closing                               6-8

6-8.        Guarantee Following Completion                         6-8

6-9.        Items to be Paid in Cash                               6-9

6-10.       Recalculation of Savings                               6-10

6-11.       Release of Minimum Capital Investment (MCI)            6-10

6-12.       Closing Memorandum                                     6-11

6-13.       Disposition of Closing Documents and

              Various Files                                        6-11

6-14.       Management Review                                      6-11

___________________________________________________________________________

                                   7

_____________________________________________________________________

                                                            4571.4

___________________________________________________________________________

                         LIST OF APPENDICIES

APPENDIX 1     Required Exhibits for Request for Conditional

               Commitment for Capital Advance Financing - New

               Construction

APPENDIX 2     Model Lease

APPENDIX 3     Conditional Commitment/Rehabilitation or

               Acquisition without Rehabilitation

APPENDIX 4     Distribution of Application for Conditional

               Commitment Processing of Request for Capital

               Advance Financing - New Construction

APPENDIX 5     Distribution of Application for Conditional

               Commitment Processing for Capital Advance

               Financing - Rehabilitation and Acquisition without

               Rehabilitation

APPENDIX 6     Section 811 Conditional Commitment Screening

               Review Checklist (New Construction)

APPENDIX 7     Screening Checklist Summary Sheet (Conditional

               Commitment)

APPENDIX 8     Expense Reduction Format

APPENDIX 9     Legal Requirements for Closing

APPENDIX 10    Invitation for Bids

APPENDIX 11    Supplement to AIA Document A 701, Instructions to

               Bidders

APPENDIX 12    Form of Bid

APPENDIX 13    Non-Collusive/Non-Identity of Interest Affidavit

               (Prime Bidder)

APPENDIX 14    Instructions for Leasehold 811 projects

APPENDIX 15    Contents of Capital Advance Transcript

___________________________________________________________________________

_____________________________________________________________________

                                                            4571.4

___________________________________________________________________________

                              Foreword

            The Section 811 Supportive Housing Program for Persons

     with Disabilities was created by the National Affordable Housing

     Act of 1990.  The first funding round was concluded in February

     1992 and this Handbook provides processing guidance for those and

     subsequent sponsors funded under the Section 811 program.

            This program replaces the portion of the Section 202

     Direct Loan Program for Housing for the Elderly and Handicapped

     that was specifically for persons with disabilities.  The Section

     202 program, amended by the National Affordable Housing Act of

     1990, is now called the Section 202 Supportive Housing Program

     for the Elderly.  Separate processing instructions for sponsors

     selected under that program are being issued in HUD Handbook

     4571.5.
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