4510.1

CHAPTER 4. DEVELCPI NG FEASI BLE PROJIECTS

GENERAL. This Chapter contains the basic instructions for use
by field offices in processing Section 236 cases.

PRE- APPLI CATION - I NI TIAL CONFERENCE. Prior to submitting an
application for HUD-FHA feasibility review, a prospective sponsor
shoul d schedul e a conference with the local HUD-FHA Field Ofice
Director and his staff. Representatives appointed by the Directors
of Econom c Market Analysis Division, Housing Services, Property
Managenment and Equal Opportunity may be included in the initial

i nterview between the sponsor and the production staff. The
production staff (M-C) has the primary responsibility for
conducting the initial conference and should notify those other
representatives i medi ately when a conference has been arranged
with the sponsor. Anong the subjects discussed at the initia
conference will be nmarket demand, a nmanagenent program project
size, conposition, design, cost, "market rent" and basic rent,
Project Selection Criteria, and availability of contract

authority. HUD-FHA will informthe proposed sponsor of narket and
ot her statistical data which are avail able.

a. The Basic Objectives of the initial conference are:

(1) To explore the sponsor's objectives and determ ne the
best approach for the proposal

(2) To informthe sponsor of its obligations and
responsibilities under the Section 236 program

(3) To informthe sponsor of HUD FHA processi ng procedures
and requirenents;

(4) To acquaint the sponsor with the Project Selection
Criteria; and

(5) To give the proposal a prelimnary screening in order
to informthe sponsor if the proposal is obviously
ineligible or not feasible.

b. The Sponsor should have a clear idea of the demand for the
type of housi ng proposed, conpetition with which the project
will be confronted, vacancy rates in simlar apartnents, and
the market capacity for absorption of units at prevailing
rent levels in the neighborhood. The sponsor should be aware
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of various anmenities, services and equi pnent offered by
housi ng which will conmpete for tenants with the proposed
project. The sponsor nust assess the acceptability to tenants
of the proposed site and know whet her zoning pernits the

i ntended use (or whether appropriate zoning can be obtai ned).

It Must Be Enphasized to the sponsor that, at this initial
conference, HUD FHA requests only exhibits that are already
prepared or easily obtainable and that the sponsor is not
obligated to incur any additional costs at this tinme.
However, the sponsor should provide HUD-FHA with any data or
exhi bits already prepared which will help to determ ne the
project's feasibility.

For Some Sponsors, First Inpressions of HUD-FHA WII Be
Formed at This Initial Interview Tact, diplomacy, genuine

i nterest, and know edge of the requirenents of nultifamly
housi ng prograns, nust be displayed by all HUD FHA personnel
The interview of the potential sponsor should be perforned by
the coordi nator or an Assistant.

To Assist the Sponsor in preparing the feasibility application
the conference shoul d include discussion of proposed famly
sizes and i ncone ranges to be served. The proposal nust
relate to denmand as indicated by HUD mar ket anal ysis.

Rel ati ng the sponsor's proposal to current HUD rent and
operating expense data should produce a tentative maxi num
supportable cost. The follow ng points should, be enphasized:

(1) The sponsor shoul d keep the cost of the project as far
bel ow t he maxi mum as i s consistent with good design and
the objectives of the program

(2) Any commercial space included in the project nust be
pl anned to generate sufficient incone to carry its pro
rata share of investnent costs at the market nortgage
debt service rate;

(3) |If cost data for conparable Section 236 projects
i ndi cate costs substantially bel ow the costs which
m ght be supported by the incone | evels, the sponsor is
to relate project costs to the conparability costs, not
to the income limts.
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4- 3.

AIDS TOINITIAL CONFERENCE. At the initial conference, the



sponsor shoul d be advised of the nature of the exhibits necessary
to enabl e processing of the proposal and should be furnished with

a kit containing all necessary witten instructions and required
forns.
a. The Basic Kit is to contain the following itens:
(1) The Sponsor's Cuide (Reference (10) of the Foreword);
(2) Gound Rules for Sponsor's (Reference (11) of the
For ewor d) ;
(3) FHA Application Form (2013 or 2013R), with instructions
for conpletion;
(4) FHA Form 2530 - Previous Participation Certificate;
(5) FHA Form 3433 - Request for Prelimnary Determ nation
of Eligibility as Nonprofit Sponsor or Mortgagor (if
appl i cabl e);
(6) FHA Form 2417 - Personal Financial and Credit Statenent;
(7) FHA Form 2010 - Equal Enpl oynent Opportunity
Certification;
(8) Managenent Requirenents in Processing Insured Multifamly
Housi ng Projects (Reference (12) of the Foreword);
(9) Project Selection Criteria Questionnaire, FHA Form 3167,
and
(10) Affirmative Fair Housing Marketing Plan, HUD Form 935. 2.
b. The njectives of Assisting Sponsors to Subnit Feasible
Proposal s under Section 236 may be achi eved nore easily when
field office staff has assenbled information and forns before
the initial contact with a potential sponsor
c. The Rent Fornula Rates in the Section 236 Tables are the
conposite rates which relate net basic incone to support
project cost. They provide for nortgage anortization on the
hypot heti cal 1% Level Annuity Monthly Paynment (LAMP) nortgage
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and additional cash flow at a regulated rate. The additiona
cash flow for a limted distribution nortgagor is a 6% return
on an assuned 10% equity investnent. For a nonprofit



nortgage, the additional cash flowis a new inconme reserve
anounting to 6% of the total net incone.

d. For exanple, assuming a 40 year nortgage term (P & | @1% =
3. 034279 .

(1) The rent formula rate for a limted distribution
nmor t gagor woul d be:

Mor t gage 90% x 3.034273% = 2.731%
Equity 10% x 6. 0% .6 %
Rent Fornul a Rate = 3.331%

(2) For a nonprofit nortgagor, the rent fornmula rate woul d
be:

3.034273%
= 3.228%

e. The Rent Formula Rates for Cooperative Mrtgagors provide
only for nortgage anortization on a hypothetical 1% LAWP
nmort gage without additional cash flow Therefore, the rates
for cooperative nortgagors are the sane as the debt service
rates on a hypothetical 1% LAMP nortgage

4- 4, APPLI CATI ON FOR FEASIBILITY REVIEW Subsequent to the initial
(pre-feasibility) conference, the sponsor will submt a conpleted
application for feasibility review on FHA Form 2013. This is the
same formsubnmitted as application for commitnment of nortgage
i nsurance. Wen the application requests feasibility review, the
box marked "feasibility" in the right hand corner should be
checked. Al docunments and information required for feasibility
processi ng shoul d be submitted sinultaneously.

a. The Sponsor's Subm ssions nust be reviewed in order to determ ne
whet her they are conplete and acceptable for feasibility
processing. The sponsor should submit all information
requested except that marked with solid triangles on the
application (FHA Form 2013).
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(1) In the event the submi ssion is inconplete, it is to be
returned to the sponsor inmmediately with a clear
statenment concerning inperfections. Under no circunstances
are inconplete subm ssions to be schedul ed for processing.



(2) Particular attention nmust be given to proper conpletion
of the site information portion of Section (a) and al
of Section (b) relating to | and acqui sition.

(3) Al required project information nust be entered on the
FHA Form 2013 itself and not be referenced to other
sources, docunents or exhibits.

(4) Wen it is determned that the submission is sufficiently
conmpl ete for processing, the Receiving Oerk should be
notified so that a project nunber nmay be assigned. The
Receiving derk nust also be notified of any subsequent
action that would require a change in the project numnber.

b. The Sponsor Should Be Notified at the tine of the initia
conference if there is a lack of available contract authority.
Shoul d the sponsor still desire to submt an application, it
may do so. In such circunstances, its subm ssion should be
reviewed for conpl eteness and overall acceptability, and a
Project Selection Criteria rating should be established. |If
the application is generally acceptable, the sponsor should
be notified that the application will be held in abeyance
pendi ng recei pt of further allocation of contract authority.

4-5. FEASI BI LI TY. Key deci sions concerning project feasibility,

i ncludi ng those concerning |location, |and val ue, project size and

type, rent |evels, expenses, project cost estinmate, construction

budget, tentative nortgage anount, expected cash requirenents, and
sponsor acceptability, are nmade at the feasibility stage of
processi ng.

a. During the Feasibility Processing Stage, the specific site
and general area are to be exam ned to determne suitability
for the type of project proposed and the market to be served.
This determination is to be based on the overall nerits of
the general area and the specific site, giving appropriate
consideration to the needs of the intended occupants. |ncluded
in the overall determ nation of site acceptability is the
availability of alternate sites within the intended market
area and avail able for the sanme use. Land planners and
engi neers may, at the discretion of the Program Manager
(or MFC), be asked to participate in this stage of processing.
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(4-5) b. The Financial Capability, Reputation, Experience and Ability

of the Sponsor are to be analyzed to determ ne whether the
sponsor will be able to devel op a successful project and has
the resources to conplete it. An early deternination of the
acceptability of the sponsoring entity is fundanmental to



multifamly processing. The initial deternmination as to
acceptability requires an anal ysis of the sponsor's experience
and ability to obtain credit as conpared with the size and
cost of the project which is proposed. Pertinent information
about the sponsor and the project, including its financial
requirenents, are obtained fromthe sponsor's application and
the acconpanying exhibits (particularly from FHA Forns 2013
and 2417) and from data supplied by the Cost Analyst and the
Val uation Section. |If it appears that, on the basis of
experience and credit, the sponsor is capable of undertaking
the project, FHA Form 2530 (for previous participation
clearance) will be processed in accordance w th outstanding
instructions. In the case of a nonprofit sponsor, FHA Form
3433 will also be reviewed in accordance with adm nistrative
instructions. FHA Forns 2013, 2417, 2530 and 3433 are
included in the Appendi x (see Appendices 7, 8, 9, and 10).

c. The Feasibility Analysis includes deternination, based on
data from Econom c Market Anal ysis Division (EMAD), of whether
a market for the project exists (in ternms of the nunber of
units, their sizes, conposition, and proposed rentals) at the
proposed | ocati ons.

d. The Design Concept and the Site Plan nust be exam ned for
suitability in terns of the nunber and placenent of buil dings
on the site, and the location and anount of parking,
availability of recreation facilities, |andscaping, genera
aesthetic appeal, and related characteristics. Good design
will make every feasible effort to offset any "l ow cost”
stigma.

e. The Sponsor nust have an accept abl e managenent program since
ef ficient managenment plays an inmportant role in the ultimate
success of a project.

f. In CGeneral, if the sponsor's estinated total project cost and
requi red nortgage anmount do not exceed by nore than 2%the
maxi mum cost and nortgage anount supported by debt service
requirenents as estimated by HUD-FHA, the project can be
consi dered economically feasible; of course, the other
essential elenents of the proposal still nust be acceptable
to find the project feasible.
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PRE- FEASI Bl LI TY PRESENTATI ON CONFERENCE. Fol | owi ng t he

i nvestigation stage of processing, a Pre-Feasibility Presentation
Conference nmay be held to pernit the Field Ofice Director, the
Chief Underwiter, or Director of Operations, to reviewthe key
decisions tentatively nade as to the acceptability of a project.



4-7.

This is an opportunity to confirmor to reject a proposal and to
concur in decisions made by the MFC or production division prior
to the Feasibility Conference with the sponsor

a. Presentation Package. FHA Form 2264, (reflecting processing
concl usi ons, see Appendi x 11), FHA Form 2013 (the sponsor's
application), applicable exhibits, and the proposed
Feasibility Letter, constitute a package to be presented at
the Pre-Feasibility Presentation Conference (but see Chapter
9 for housing for the elderly and handi capped).

b. Further Investigation. |If a review of the presentation
package i ndicates a need for further investigation of the
project, the sponsor will be notified as to which additiona
data and exhibits are required.

c. Acceptable Project. |If the project is accepted at the tine
of this conference, the DO CU and the Field Ofice Director
i ndi cate their concurrence by signing the FHA Form 2264,
whi ch serves as docunentation of acceptability of conclusions
in advance of the Feasibility Conference with the sponsor

d. The Chief Architect selects the Design Representative with
the concurrence of the DO CU and the Program Manager (or M-C).

FEASI Bl LI TY CONFERENCE. Projects for which feasibility review
has been conpleted with a favorable result should be assigned
funding in order of priority as established by the Field Ofice
Director through use of the Project Selection Criteria. When the
field office is ready to reserve contract authority for a
project, a Feasibility Conference with the project sponsor should
be schedul ed. The purpose of the Feasibility Conference is to
advi se the sponsor that the project is acceptable. This is the
key step in the processing procedure. Everything that transpired
inthe Initial Conference and in the investigative stage |eading
to the deternmination of project feasibility is culninated at the
Feasibility Conference by the agreenents reached between the
Multifam |y Coordi nator and the sponsor.
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a. Issues to be Discussed with the sponsor at the Feasibility
Conf erence i ncl ude:

(1) Acceptability of proposed sponsor
(2) The anticipated market.

(3) Acceptability of proposed | ocation



(4) Acceptability of the design concept in terns of the type
of project appropriate for the site, the area, the
program and the market to be served.

(5) Acceptability of managenent. The sponsor is informnmed
that HUD-FHA is concerned with all aspects of managenent
after conpletion of construction. The MFC nust be assured
that the sponsor will provide conpetent, experienced,
pr of essi onal managenent .

(6) Project economc feasibility. The econonmic feasibility
of the proposal will have been determ ned in advance of
the Feasibility Conference. |If the sponsor agrees that
the project can be devel oped within the construction
budget linit established by the econonics of the proposal
while maintaining all of the necessary utilities,
services, and facilities, the MC issues the Feasibility
Letter.

(7) Target dates.

A Sanple of a Feasibility Letter is included in Appendix 12.

A Feasibility Letter for a Section 236 project should normally
be witten in accordance with this sanple, including al

el ements of the format applicable to a particul ar proposal

A schedul e of target dates should be attached to the Letter
Modi fications should be kept to a nmininmumand be nmade only to
cover unusual situations. Wen the | and value is based on
certain assunptions as to the unusual site conditions, a

par agraph may be included to qualify the | and val ue subj ect

to confirmation of the assumed conditions.

The Maxi mum Mortgage will not necessarily be limted to the
requested anmount. This instruction is consistent with the
concept of making avail abl e the maxi num nort gage anount
consistent with economic feasibility.
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During the Feasibility Conference, the MFC is to discuss the
additional information and exhibits which will be required
fromthe sponsor for subsequent processing. Only the materia
for the next stage (conditional or firmcommitnent) is

requi red, although any additional exhibits, if available,
shoul d be provided to HUD-FHA. An inportant part of the
Feasibility Conference is the discussion of future subm ssions
and processing target dates, and agreenent by the sponsor and
its architect to nmeet these schedules. The decision of

whet her to nove to either conditional or firm commtnent
depends on the extent of the sponsor's preparation. Assuning



4- 8.

4-9.

that his preparation is the mninumrequired for deternining
econom c feasibility, the sponsor will usually nove to a
conditional conmtment rather than a firm commtnent.

e. The Feasibility Letter and the Prelininary Reservation of
Contract Authority should be executed simultaneously. The
Field Ofice Director will execute FHA Form 3126 (Prelininary
Reservation of Contract Authority). The sponsor nust be
informed that there is a 60-day time linit, beginning on the
date of issuance of the Feasibility Letter, for the subm ssion
of its application for conmitnent. The Field Ofice Director
may extend this time period when, in his judgnent,
circunstances warrant it. Sponsors should not be encouraged to
expect such extensions.

COW TMENT PROCESSI NG.  The sponsor, through his nortgagee, wll
submit an application for project nortgage insurance on FHA Form
2013 (with fees) marking the right hand corner of the formto

i ndi cate whether the application is for conditional or firm
conmitnent. This application for nortgage insurance should be
acconpani ed by a copy of the Feasibility Letter

PROCESSI NG PROCEDURE FOR BUI LDER' S AND SPONSOR S PRCFI T AND

Rl SK ALLOMNCE ( BSPRA) AND SPONSOR S PROFI T AND RI SK ALLOWANCE
(SPRA). These instructions provide specific processing procedures
for use when an (a) identity of interest exists, (b) does not
exist, or (c) ceases to exist, between the nortgagor and genera
contractor in projects where the Builder's and Sponsor's Profit
and Ri sk All owance (BSPRA) or Sponsor's Profit and Ri sk All owance
(SPRA) is permitted by HUD- FHA regul ations. An identity of
interest will be construed to exist when the nortgagor has any
financial interest in the general contractor; when one or nore of
the officers, directors or stockhol ders of the nortgagor is also
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an officer, director, or stockhol der of the general contractor;
when any officer, director or stockhol der of the nortgagor has
any financial interest whatsoever in the general contractor; when
the general contractor advances any funds to the nortgagor; when
the general contractor provides and pays, on behalf of the
nortgagor, the cost of any architectural services or engineering
services other than those of a surveyor, general superintendent,
or engi neer enpl oyed by a general contractor in connection wth
obligations under the construction contract; when the genera
contractor takes stock or any interest in the nortgagor corporation
as part of the consideration paid; when there exist or cone

into being any side deals, agreements, contracts or undertaki ngs
entered into or contenplated, thereby altering, amending, or
cancel ling any of the required closing docunents, except as



approved by the Assistant Secretary-FHA Conmm ssi oner.

a. Required Processing or Re-Processing. Processing or
reprocessing will be conpleted in accordance with the
instructions set forth below for the given circunstances.

(1) It is inportant that the field office ascertain fromthe
sponsor, when an application is filed for feasibility,
conditional conmmitnent, and firm conmtnent, whether an
identity of interest will exist between the nortgagor
and the general contractor an of the date of the firm
conmmi tment for insurance upon conpletion cages or as of
the date of initial endorsenment for cases involving
i nsurance of advances. (See Reference (7) of the
Foreword.) |If such an identity will exist, the case
shal | be processed with BSPRA included in the
repl acenent cost of the project.

(2) If an identity of interest between the nortgagor and
the general contractor will not exist, the case shal
be processed excludi ng BSPRA but including a typica
profit and a Sponsor's Profit and Ri sk Al |l owance (SPRA).
The SPRA al |l owance shall be 10% of the sum of Architect's
fees, Carrying Charges and Fi nancing, and Legal and
Organi zati on expenses (see page 2, FHA Form 2264).

(3) |If BSPRA was included in the replacenent cost of a project
and the identity of interest between the nortgagor and
the general contractor ceases to exist prior to issuance
of a firmcomritment in insurance upon conpl etion cages,
or prior to initial endorsenent in cases involving
i nsurance of advances, re-processing is required as set
forth in paragraph (2) above.
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(4-9) (4) If BSPRA was included in the replacenent cost of a
project and the identity of interest between the nortgagor
and general contractor ceases to exist after the
i ssuance of a firmcommtnent for insurance upon conpletion
cases but prior to initial-final endorsenent, and
prior to final endorsenent for cases involving insurance
of advances, revision of underwiting fornms is not
required. However, SPRA and a typical profit will be
allowed in lieu of BSPRA in cost certification, and the
final FHA Form 2580 nust reflect the maxi muminsurable
nmort gage resulting fromthese adjustnents.

b. I nplenentation.



(1) Administrative Consideration.

(a) Were BSPRA has been included in FHA Form 2264, in
cases involving insurance of advances, a clause
shall be inserted in the firmconmitment notifying
the nortgagor and nortgagee that if, at initia
endorsenent of the nortgage, there is in fact no
identity of interest between the nortgagor and the
general contractor, the case will be re-processed
to exclude BSPRA and to substitute a typical builder's
profit and SPRA.

(b) It is enphasized that, in all cases, the nortgagor
entity cannot be changed wi thout the prior witten
approval of the Assistant Secretary-FHA Comi ssi oner
and is subject to the FHA Form 2530 procedure. In
granting such approval, the conmitnent nust be
adjusted in accordance with the new conputation of
repl acenent cost and the amount of insurable nortgage
before issuance of a letter of approval of the new
nortgagor entity. Any rebate of fees as a result
of re-processing shall be nade in accordance with
out standi ng fiscal instructions.

(c) Changes in ownership during the construction period
shoul d be di scouraged. However, when a change in
the nortgagor entity is approved by the Assistant
Secretary- FHA Comm ssi oner after execution of the
Agreenment and Certification, FHA Forns 3306 and
3306-A, the new nortgagor is required to execute
a new docunent on the appropriate formand assune,
wi t hout exception, all obligations of the nortgagor
set out in the form
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(4-9) (d) Were a change of nortgagors results in no identity
of interest between the nortgagor and the genera
contractor, paragraph 12 of the Agreenent and
Certification negates the application of BSPRA in
cost certification and entitles the nortgagor only
to SPRA and the builder to a typical profit. The
new owners, if acceptable to the Assistant
Secretary- FHA Conmi ssi oner, should be infornmed of
these facts at the tine of execution of the
Agreenent and Certification. For nore specific
i nstructions invol ving changes in ownership beyond
initial endorsenent, see Reference (13) of the
For ewor d.



(2) Underwriting Instructions. Any re-processing requires
the conpletion of a revised FHA Form 2438 if one is
al ready out st andi ng.

(3) Cost Processing.

(a) Wen re-processing is required, the Cost Analyst
shall enter in FHA Form 2264 (Itenms G 44 and G 50),
the sanme amount of builder's profit used in
calcul ating architects' fees when the case was
previously processed as a BSPRA project.

(b) In cases where SPRA is substituted for BSPRA at the
time of cost certification, the review ng Cost
Anal yst shall allow a builder's profit as provided
i n subparagraph (a) above but no revision of FHA
Form 2264 will be nmade. |In addition, the net (plus
or minus) effect of all approved changes shall be
adjusted to reflect a builder's profit inasnuch as
such profit was not included in the dollar anmount
of the changes during processing as a BSPRA
project. The net dollar effect of all changes wll
be shown on the copy of the |ast approved FHA Form
2437 retained by the field office.

(4) Valuation Processing. Please see Chapter 5 of this
Handbook.
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(4-9) (5) Mortgage Credit Processing.

(a) Wen reprocessing is required as indicated in
subparagraph (3)(a) above, the nortgage credit
processor shall conplete a new FHA Form 2264- A
based on the new FHA Form 2264 conpl eted by the
Project Appraiser. The amount of SPRA shall be

entered in Section Il, Part A Itemb5, inasnuch
as it will not be available for paynent during
construction. In rehabilitation projects, the

anount of SPRA should al so be shown as part of
the total entered in criterion 6a of that form

(b) If, in a case involving insurance of advances, the
required re-processing occurs after conpletion of
FHA Form 2283 and prior to initial closing, a
new form nmust be conpleted to indicate the revised
financial requirenents for closing. The new form
is to be conpleted as directed in outstanding
instructions with the follow ng exceptions: Delete



the words "Consultant Fee (nonprofit only)" from
item 21, insert "SPRA" immedi ately thereafter and
enter the anmobunt thereof in the dollar colum. Add
the words and dollar space "MNUS SPRA S "

to the wording in Item 26 and enter in the dollar
columm the anount of Item 25 reduced by the anount

of SPRA. Delete the words "Consultant Fee (nonprofit
only)" fromltem 40, insert "SPRA" and enter the

Anmpbunt thereof in the dollar col umm.

(e) In cases where SPRA is substituted for BSPRA at the
time of cost certification, the Mdirtgage Credit
Reviewer will allowin Item 14b, FHA Form 2331- A,
10% of the sum of the allowed anounts for architects
fees, carrying charges and financing, |egal and
organi zati on expenses and off-site costs. The fina
FHA Form 2580 nust reflect the maxi mum i nsurable
mortgage resulting fromthe adjustments required
by this paragraph. Therefore, if a change in
owner shi p, as approved by the Assistant Secretary-FHA
Conmi ssioner, results in no identity of interest
bet ween the nortgagor and the general contractor
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and such change occurs after issuance of FHA Form
2580 but before initial-final or final endorsenent,
cost certification determ nations nust be anended
by substitution of SPRA for BSPRA, and a new FHA
Form 2580 aunt be issued to supersede the

out st andi ng FHA For m 2580.

PROTOTYPE UTI LI TY ANALYSIS. For each of the areas within their
jurisdiction, field offices shall prepare prototype utility

anal yses of utility conbinations and fuel types which provide
maxi mum oper ati ng econony for buil dings of various styles, sizes,
and types of construction. Each analysis shall be prepared on
HUD Form 51994 (Conparative Analysis of Uility Costs) in
accordance with instructions and the procedures in Bulletin No.
LR-11 (Selection of Uilities Low Rent Housing).

Al'l conbinations of utilities, fuels and nmethods of purchase
commonly used and avail able in each area should be consi dered and
anal yzed. Utility conbinations considered acceptable shall be
revi ewed and updated at |east annually, or any tine that a new
rate schedul e beconmes avail able or a significant change in utility
rates or other cost factors occurs. As new anal ysis procedures

or formare devel oped, changes will be included in revisions of
Bulletin LR 11.



Pr epar ati on.

(1) In an Area Ofice, the Architecture and Engi neering

Section is to prepare the prototype analysis, drawi ng on
operating expense and other data held by the Real Estate
and Val uati on Section and Mai ntenance Engi neer, Housing

Pr ograms Branch.

(2) In an Insuring Ofice, the Architectural Sectionis to
prepare the prototype analysis, with assistance from
the Val uation Section and the Mdirtgage and Properties
Di vi si on.

Revi ew and Approval

(1) In an Area Ofice, each conpleted prototype utility
analysis is to be routed through the Real Estate and

Val uation Section and the Housi ng Managenent Divi sion
for review and recomendati ons and then routed to the
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Assi stant Director, Technical Services Branch, for

approval or rejection. The Assistant Director, Technica
Servi ces Branch, is responsible for determ ning that al

feasi bl e conbinations of utilities and fuel types have
been properly anal yzed and that the npbst econonica

initial and long-termutility conbinations and fuel types

are selected for use in connection with subsidized
housi ng prograns.

(2) In an Insuring Ofice, each conpleted prototype utility

anal ysis is to be routed through the Valuation Section

and Mortgages and Properties Division for reconmendati ons

and then routed to the Chief Underwiter for approva
rejection.

(3) A copy of each approved prototype utility analysis shal
be sent to the Regional Ofice Uilities Specialist (or
Mai nt enance Engineer if there is no Uilities Specialist)

who is responsible for nonitoring and advising Field

Ofices as to provision of utilities for all HUD assisted

housing. The Wilities Specialist (or Mintenance

Engi neer) will recommend acceptable utility conbinations

when his analysis differs fromthat of the Area or
Insuring Ofices. He is to advise these offices of

changes, such as in rate schedul es, which may affect cost

and provision of utilities.



(4) The approved prototype utility anal yses devel oped by
Field Ofices shall be nmade avail abl e to housing
authorities, devel opers, sponsors, architects, and others
who wi sh to submit proposals for housing construction

Local Authority or Sponsor's Subm ssion of HUD Form 51994.
When the utility conbination desired by a sponsor woul d not
produce the nost econom cal use of utilities as shown by the
list of HUD-FHA approved prototype utility anal yses for the
size and type of project, the applicant shall prepare HUD
Form 51994 (Conparative Analysis of Utility Cost). This form
shall be sent to the Architecture and Engi neering Section
(Area Ofice) or Architectural Section (lnsuring Ofice) for
revi ew and reconmendations and then routed as sat forth in
par agraph 4-9.b.(3)(b), above, for review and approval or
rejection.
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