
HUD's mission is to increase homeownership, support community development and increase access to affordable housing free from discrimination. To fulfill this mission, HUD will embrace high standards of ethics, management and accountability and forge new partnerships--particularly with faith-based and community organizations--that leverage resources and improve HUD's ability to be effective on the community level. 

As a new owner of a HUD-insured or HUD-subsidized property, you are helping to fulfill that mission. This Guide will assist you in complying with HUD statutues, regulations, and requirement.  If you have any questions about any of the material provided in this guide, please contact your local HUD Project Manager whose name is indicated on the front cover of this guide.

As an owner of property insured under Sections 221(d)(4), 223(f), or 232, you must comply with your Regulatory Agreement.  A copy of the Regulatory Agreement is provided here and those key requirements are indicated.  Your responsibilities in relation to these requirements are included in this Guide.  

As the owner of a HUD-subsidized property, Sections 236, 221(d)(3)BMIR, Section 202/8, Section 202, or Section 811, you  must  also comply with your Capital Advance Agreement and your Project Rental Assistance Contract (PRAC).  This guide will provide information on the key requirements and your responsibilities under the terms of those contracts.  

This guide will also provide links to additional information relating to each topic.  All of the forms above and all other HUD forms can be found on HUD’s website HUDClips.   



HUDClips is your source for all handbooks and forms you will need.  If you are the owner of a HUD-Insured property your immediate needs will include:

· Handbook 4350.1, Multifamily Asset Management and Project Servicing

· Handbook 4370.2, Financial Operations and Accounting Procedures for Multifamily Projects

· Handbook 2000.4, Consolidated Audit Guide for Audits of HUD Programs

· Handbook 4381.5, Management Agent’s Handbook

Owners of HUD-Subsidized properties should also obtain the following:

· Handbook 4350.3, Occupancy Requirements for Subsidized Multifamily Housing

· Special Claims Processing Guidebook
· Section 8 Renewal Policy Guidebook


HUDClips can be accessed at http://www.hud.gov/offices/adm/hudclips/.  We recommend that you add this site to your “Favorites.”



For HUD-Insured properties, a copy of your Regulatory Agreement is provided here as reference when moving through this guide. Owners of HUD-Subsidized properties will also have copies of their Capital Advance Agreement and Project Rental Assistance Contract (PRAC).  Each paragraph of these contractual documents is annotated to show the related section of this guide.


If you are the new owner of a project with project-based Section 8 many of these provisions will apply to your property as well.  You may want to include a copy of the Assigned Regulatory Agreement, Use Agreement or Housing Assistance Payments contract in this binder as a reference, annotating the paragraphs that relate to sections of this guide. 

In general, your Regulatory Requirements are as follows:

· Mortgage Payments – owners must promptly make all payments due for the mortgage

· Reserve for Replacement Deposits – Owners must establish a reserve for replacement account and make monthly deposits in an amount determined by HUD.  Interest on reserve for replacement funds may never be disbursed directly to the owners or directly to any individual associated with the owner.  All interest earned must flow through the accounts of the project and must be disclosed on the project’s accounting reports (HUD Handbook 4350.1, Chapter 4)

· Reserve for Replacement Withdrawals – Reserve for replacement withdrawals must be approved by HUD

· Residual Receipts Deposits – If applicable, owners must deposit residual receipts into a separate account within 90 days of the end of the fiscal year.  Residual receipts funds must be deposited in an interest bearing account (24 CFR, Part 880 and 881)

· Acquisition of Liabilities – Owners cannot encumber the project (i.e., no unauthorized liens or second mortgages) without HUD approval

· Changes in Ownership – Owners cannot convey or transfer the property without HUD approval

· Loans from Project Funds – Owners cannot borrow funds from the project

· Disposal of Assets – Owners cannot convey or dispose of any personal property of the project without HUD approval

· Distributions of Assets – Owners cannot make or receive any distributions of assets except for allowable distributions of surplus cash

· Management – Owners must arrange for satisfactory management of the project and management fees cannot exceed the amount normally paid for such services.  HUD must approve the fee.  Any expenses incurred with related parties should not exceed what is usual and customary.

· Fair Housing – Owners are prohibited from discriminatory housing practices

· Security Deposits – Owners are required to maintain amounts collected as security deposits in a separate account apart from other project funds.  The balance in the account must at all times be at least equal to all outstanding obligations under the account for security deposits.

· Maintaining the Property – Owners are obligated to maintain the physical condition of the property and cure deficiencies noted in physical inspections

· Commingling of Funds – Owners are prohibited from combining project operating funds with security deposits or reserve funds.  

· Financial Statements – Owners are required to prepare and submit annual financial statements in accordance with HUD requirements

· Insurance Requirements - The terms of the loan or capital advance agreement prescribe the minimum property and liability insurance the Owner must carry until the loan/capital advance matures.  HUD must be named as an additional loss payee on the policy.  In addition, as insurance against loss from embezzlement, the Owner/Agent must provide a fidelity bond in an amount at least equal to potential collections for two months.  Blanket coverage should extend to all front-line employees (Handbook 4381.5, Paragraoh 2.14).

Projects with a Project Rental Assistance Contract (PRAC) are also responsible for:

· Direct Deposit Form – At the time your PRAC contract is executed, Owners should also provide a new SF-1199, Direct Deposit form, with original signatures and a voided check.  This form will accompany the executed PRAC to our Fort Worth Accounting office to establish the project operating account.
· Subsidy Program Administration – Owners are responsible for accepting applications, correctly calculating tenant’s contribution toward rent and utilities and correctly calculating subsidy.  Owners are also responsible for completing annual recertifications of tenant income.

We will go into more detail on many of these regulatory requirements throughout this guide.  



As owners of HUD-Insured and/or HUD-Subsidized properties, you will also be involved with the Real Estate Assessment Center (REAC).  REAC’s mission is to provide and promote the effective use of accurate, timely and reliable information assessing the condition of HUD's portfolio; to provide information to help ensure safe, decent and affordable housing; and to restore the public trust by identifying fraud, abuse and waste of HUD resources.  You will be involved with REAC for the following:

· Physical Inspections - Nearly 4 million American families live in rental housing that is owned, insured or subsidized by HUD. To ensure that these families have housing that is decent, safe, sanitary and in good repair. REAC conducts approximately 20,000 physical inspections on properties each year. http://www.hud.gov/offices/reac/products/prodpass.cfm
· Financial Statements - Over 20,000 Multifamily Housing Program participants are required to submit annual electronic financial statement data to HUD for assessing the financial condition of Multifamily Housing Projects. http://www.hud.gov/offices/reac/products/prodmf.cfm
Owners of HUD-Subsidized properties will also use REAC for the Enterprise Income Verification (EIV) System.  The purpose of HUD's EIV System is to make integrated income data available from one source, via the Internet, for owners/agents to use to improve income verification during required income reexaminations. The EIV System is required to be used by all owners/agents nationwide. EIV provides the following information: 

1. Monthly employer new hires 

2. Quarterly wages (including employer information), Federal wages are available 

3. Quarterly unemployment compensation 

4. Monthly social security (SS) and supplement security income (SSI) benefits 
Additional information concerning REAC can be found at http://www.hud.gov/offices/reac/

The DEC focuses on assuring the highest standards of ethics, management and accountability in the resolution of HUD's troubled properties. The DEC's primary goal is to bring owners to full compliance so that there is no compromise in the quality of America's housing. To a large extent, owners have agreed to work with HUD to prevent possible enforcement action. Such a proactive stance on the part of owners is in the best interest of all parties, especially for residents. 

In instances where owners fail to bring properties up to standard, and where physical and financial deficiencies persist, the DEC can take appropriate enforcement action. This includes administrative sanctions, such as civil money penalties, suspension and/or debarment, and possible referral to the Department of Justice for civil action. When criminal activity is suspected, the DEC refers these cases to HUD's Office of the Inspector General.


More information regarding the DEC can be found at:  http://portal.hud.gov/portal/page/portal/HUD/program_offices/enforcement


Additional information concerning HUD’s multifamily programs can be found at the following website: http://www.hud.gov/offices/hsg/mfh/mfinfo.cfm
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