U.S. Department of Housing and Urban Development
San Francisco Multifamily Hub Industry Meeting

April 21, 2011

Agenda

10:00 AM – 10:20 AM
Welcome and Meeting Overview 



Alexa Jeffress and Robert Boden, Presidential Management Fellows

· Discussion of Listserv and New Meeting Format

· Update on HAP 20 Preservation Initiative
10:20 AM – 10:35 AM
1. San Francisco Hub 2010 Annual Report

Matt Naish, Director, Project Management
10:35 AM –10:50 AM
2. General Multifamily Asset Management Updates

Chris Day, Senior Project Manager, Operations 
· Pension Plan Expenses Charged to Project Operating Account (HUD Notice 2011-08)

· Prepayment and Refinancing of Section 202 Projects funded prior to 1975 (HUD Notice H 2010-14)
· Reminder: Section 202 Payments to Lock Box

· RHIIP #247: M2M Operating Procedures

· RHIIP #251: Form HUD-9887, 9887-A revised

· RHIIP #253: AAF Factors Announced
10:50 AM –10:55 AM
3. Conversion of Efficiency Units to One-Bedroom Units (HUD Notice 2011-03)
Silvia Cuellar, Supervisory Project Manager, Asset Management

10:55 AM –11:00 AM
4. Disaster Guidance added to HUD Handbook 4350.1
Gary Lee, Project Manager, Asset Management
11:00 AM –11:20 AM
5. Repayment Agreements
Harold Rogers, Central Contract Specialist, CAHI
11:20 AM –11:25 AM
6. Changes for HUD-Insured Properties that Lease Commercial Space (HUD Notice 2011-07)

Angela Morrison, Project Manager, Asset Management
11:25 AM –11:30 AM
7. Weatherization Certification
Martha Picasso, Project Manager, Asset Management
11:30 AM –11:35 AM
8. Deferral of Flexible Subsidy Loans (HUD Notice 2011-05)

Margie Winemberg, Senior Project Manager, Operations
11:35 AM –11:40 AM
Industry Announcements
11:40 AM –11:55 AM
9. Multifamily Online Systems: Updates

Bob Dutra, Information Specialist

· Assistance Payment Vouchers Suspended by TRACS

· EIV Owner/Agent User Access Request Flow Chart

· RHIIP #250: Options for Annual EIV Security Training
11:55 AM –12:00 PM
Closing Remarks
Robert Boden and Alexa Jeffress, Presidential Management Fellows
The remaining Industry Meetings for 2011 are: Thursday July 21st and Thursday, October 20th.

Please subscribe to the listserv to receive the latest Multifamily updates:  
www.hud.gov/subscribe/signup.cfm?listname=San%20Francisco%20Multifamily%20Hub&list=SF-MULTIFAMILY-HUB-L 
SUMMARY OF TOPICS
1. Welcome and Meeting Overview
a. San Francisco Multifamily Hub Annual Report

· Overview of San Francisco Multifamily services and statistics for Fiscal Year 2010.
b. 20-Year HAP Preservation Initiative

· HUD is promoting 20-year HAP contracts as a means of preserving affordable housing.
· Generally, all properties are eligible for 20-year contracts.
· Title II and Title VI Preservation properties may obtain contracts longer than 20 years to correspond with the expiration date of their Use Agreement. 
· Benefits of 20-year contracts include: stable source of income; assistance in securing financing for rehabilitation; potential 80% equity takeout upon refinancing for some owners; reduction in paperwork and quicker processing times.
2. General Multifamily Asset Management Updates
a. HUD Notice H 2011-08, Issued February 28, 2011, Policy Clarification Regarding Pension Plan Expenses Charged to the Project Operating Account
·  Handbook 4381.5 REV-2 permits the funding of retirement accounts for front-line project or management agent staff from a project’s operating account only for full-time employees that work more than 20 hours per week at a single project.
· The Department has revised its policy, so that management agents with employees that split their work week among properties may charge employee pension plan costs to project operation, so long as the Notice requirements are satisfied.

· The full text of this Notice may be found at http://portal.hud.gov/hudportal/documents/huddoc?id=11-08hsgn.pdf 
b. HUD Notice H 2010-14, Issued July 27, 2010, Policy and Procedure for Prepayment and Refinancing of Section 202 Projects funded prior to 1975

· Notice applies only to “old” (SH) Section 202 direct loans funded between 1959 and 1974.
· Complements Notices H 02-16 and H 04-21, but allows for prepayment even though there will be no interest rate reduction.
· Section 202 loans with interest rates of 6% or lower may prepay to allow the owner to:
· Address the physical needs of the project, and 
· Meet a cost benefit analysis that the benefit outweighs the cost of the transaction included any increases in rent charged to unassisted tenants.
· Allows for reasonable relocation costs to be included in calculation of mortgageable costs.
· Section 504 will apply when substantial alterations are made.
· Although the law and this notice indicate that upon prepayment of the Sec. 202 direct loan tenants may be eligible for enhanced vouchers no appropriation has been approved at this time to fund vouchers.
· The full text of this notice may be found at http://portal.hud.gov/hudportal/documents/huddoc?id=10-14hsgn.doc 
c. Reminder: Section 202 Payments to Lock Box

· All Section 202 mortgage payments must be made via Pay.Gov.  However, some Section 202 property owners are still trying to make mortgage payments via the Lock Box.  Owners of these properties should be informed that all payments must be made through Pay.Gov.
d. RHIIP Listserv Updates

· RHIIP #247: M2M Operating Procedures
· The Section 8 Renewal Guide that is posted on the HUD website at http://www.hud.gov/offices/hsg/mfh/mfhsec8.cfm and the M2M Operating Procedures Guide http://www.hud.gov/offices/hsg/omhar/mhrrroom.cfm provide the requirements for processing projects in the Mark to Market program. 
· Statements in other documents are for information purposes only and should not be used when determining the eligibility of a project to renew its Section 8 contract.

· RHIIP #251: Form HUD-9887, 9887-A revised
· A revised Form HUD-9887 – 9887-A has been posted to HUDCLIPS and is available at: http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/forms/hud9a 
· RHIIP #253: AAF Factors Announced
· Revised Contract Rent Annual Adjustment Factors (AAFs) for 2011 are effective as of March 16, 2011. 
· A copy of the Federal Register containing the revised AAFs is located at: http://www.huduser.org/portal/datasets/aaf.html 

3. Notice H 2011-03, Issued February 1, 2011, Policies and Procedures for the Conversion of Efficiency Units to One-Bedroom Units

· Notice applies to Section 202 direct loans with or without rental assistance, Section 202 PRACs, Section 811 PRACS, Section 236 insured and non-insured with or without rental assistance, Section 221(d)(3) BMIR with or without rental assistance, Section 8 project-based assistance with or without FHA insurance, RAP, Rent Supp, properties subject to a HUD Use Agreement or Deed Restriction.
· In general, Owners must meet the following programmatic requirements:
· Be in compliance with all business agreements.
· Provide evidence of all efforts to market the units proposed for conversion and provide evidence of demand within the geographic market for the proposed unit type.
· The average vacancy rate in efficiency units is at least 25% for at least 24 months.
· If conversion is part of a refinance, the debt service coverage ratio must be 1.1 or greater.
· Conversion must only involve units of the same subsidy type.
· Conversion must not result in an increase in existing budget authority available to the project.
· Conversion must not result in violation of Section 504.
· Conversions triggers HUD’s Lead-Based Paint Laws so proposed conversion must be in compliance with Lead Safe Housing Rule (senior projects would remain exempt from this Rule).
· Conversion may not combine units assisted under an original HAP contract with units under a HAP contract that has been renewed under MAHRA.
· Section 8 contract rents may exceed LIHTA contract rent restrictions.
· Owners of existing MAHRA contracts must agree to either a new HAP 20 year contract or an extension of their current long-term HAP for an additional ten years.
· Owners with Section 8 contracts must agree to amend the HAP to require compliance with financial reporting and physical condition standards.
· The Notice containing all additional requirements may be found at http://portal.hud.gov/hudportal/documents/huddoc?id=11-03hsgn.pdf
4. HUD Handbook 4350.1 REV-1 CHG-2, Multifamily Asset Management and Project Servicing, New Chapter 38: Multifamily Emergency/Disaster Guidance, Released in HUDClips in December, 2010.

· New Chapter developed to ensure that residents of HUD properties find quality housing in emergency situations & to assist owners in restoring damaged properties to decent, safe, & sanitary condition as quickly as possible
· Disasters include Presidentially Declared Disasters (PDD) or when a Hub director determines that an emergency exists (such as a fire or natural disaster)
· Applies to HUD-insured and/or assisted properties
· Key Points of the New Chapter 38
· Rights and responsibilities of Owners/Agents
· Owner’s responsibility to notify the Residents of units that are ready for occupancy
· The resident’s right to return to their previous unit or comparable unit
· Chapter 38 can be found at http://www.hud.gov/offices/adm/hudclips/handbooks/hsgh/4350.1/index.cfm 
5. Repayment Agreements

· Tenants are obligated to reimburse the O/A for the difference between the rent that should have been paid and the rent that was charged if they are charged less rent than required by HUD’s rent formula due to underreporting or failure to report income. 

· Tenants can repay amounts due in a lump sum payment, by entering into a repayment agreement with the O/A, or with a combination of both.
· The tenant and O/A must both agree on the terms of the repayment agreement. 
· Please refer to the meeting handout for requirements for a  valid Repayment Agreement,  subsequent process for vouchering, and  common voucher errors when submitting adjustments related to Repayment Agreements.
6. HUD Notice 2011-07, Issued February 18, 2011, Changes for Properties that Lease Commercial Space
· A Subordination, Non-Disturbance and Attornment Agreement (SNDA) give a commercial tenant the right to remain in its space under the existing lease terms and conditions after a loan default and foreclosure.
· This Notice permits the use of SNDAs when a commercial lease is negotiated at a property with an existing insured mortgage, for a new property with a newly originated insured loan, or when a building owner with existing commercial tenants seeks an insured loan for refinancing.
· Typical supporting documentation includes, but is not limited to:
· Proposed commercial lease and SNDA agreement.
· Form HUD-92458 and 92264.
· Commercial market rent study.
· Details of any proposed build out or finish of the commercial space or rooftop tower.
· Disclose the existence of any related documents such as: Memorandum of Lease, Guaranty of Lease, Tenant Estoppels’ Certificate, Lease Guaranties or Amendments, etc.

· Applicable in its entirety to non-assisted or non-subsidized FHA insured multifamily projects under all Sections of the Act, except Section 232.
· Section C.1 only is applicable to FHA insured projects that are subsidized under Section 202/811, 236, 221(d) (3) BMIR, or FHA insured projects with Project Based Rental Assistance. 

· A sample form of SNDA is attached to the Notice.
· Notice can be found at http://portal.hud.gov/hudportal/documents/huddoc?id=11-07hsgn.pdf 
7. Weatherization Certification
· Certain HUD subsidized and/or insured properties are eligible to receive assistance under the Department of Energy (DOE) Weatherization Assistance Program.
· The initial list of eligible properties provided by HUD to DOE (in March 2010) is posted on DOE’s website at http://eere.energy.gov/wip/multifamily_guidance.html. 
· This list included only properties for which HUD was able to determine that at least 66 percent (50 percent for buildings with 2-4 units) of the residents at the property have incomes below 200 percent of the federal poverty level using data available in HUD systems.
· In order to identify additional income-eligible properties that were not on the original list, HUD has created a self-certification process using certified annual income records and building information maintained by the property.

· The property owners or authorized agents of potentially eligible properties must:

· Sign a self-certification (attached to handout), and

· Complete and submit a Multifamily Occupancy Report worksheet file, to be provided.

· If you have any questions on the self-certification procedure, email energyaction@hud.gov. 
8. Notice H 2011-05, Issued February 14, 2011, Policies and Procedures for the Deferred Repayment of Operating Assistance Flexible Subsidy Loans (Flexible Subsidy Loan)

· HUD’s policy/procedures for approving an owner’s request to defer repayment of a Flexible Subsidy Loan in conjunction with mortgage prepayment, mortgage expiration, mortgage insurance termination or sale of the project.

· Approval of deferred repayment requires waiver by the Assistant Secretary for Housing, FHA Commissioner.

· Regulations found at 24CFR 219.220(b)

· Owner must be in compliance with all business agreements & project operations must meet the following requirements:

· Current 60 or above REAC PASS score;
· Compliance with fair housing/civil rights requirements in 24 CFR 5.105(a) incl. Fair Housing Act & physical accessibility requirements, Title VI of Civil Rights Act of 1964 & Sec. 504 of Rehab Act of 1973;
· Satisfactory Management and Occupancy Review for prior three review cycles;
· Current Annual Financial Statement, Monthly Accounting Reports for prior 3 year period & Excess Income Reports for prior seven year period & resolution of all compliance flags; 
· Current mortgage over prior three year period; and
· No outstanding notices of default or violation.
· Notice can be found at http://portal.hud.gov/hudportal/documents/huddoc?id=11-05hsgn.pdf 
9. Multifamily Online Systems: Updates

a. Assistance Payment Vouchers Suspended by TRACS

· O/As should use the online TRACS Voucher Query in Secure Systems to determine the status of their assistance payment voucher and to determine what follow-up action, if any, may be required.
· Refer to the handout for detailed status codes and instructions
b. EIV Owner/Agent User Access Request Flow Chart

· Flow chart provides guide for requesting and obtaining access to the EIV system for O/As
· If no response is received within 10 days, call (800) 767-7588 or email MF_EIV@hud.gov helpdesk for status.
c. RHIIP #250: Options for Annual EIV Security Training

· EIV system users and O/A staff who do not have access to the EIV system but who use EIV reports to perform their job function are required by Housing Notice 2010-10 to complete security training annually. Successful completion of the online Federal ISS Awareness training program is now one of the options available to meet this requirement.
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