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CHAPTER 3. APPLI CATI ON PROCESSI NG
SECTION | - RECEI PT OF APPLI CATI ONS

LOGGA NG Al applications for Section 811 Fund Reservations
submitted shall be routed to Processing Control and Reports
(PC&R) to be dated and tine-stanped i medi ately upon
receipt. Applications received after the deadline date will
not be accepted and will be returned to the Sponsor

Li kewi se, applications postnarked, but not received, by the
deadline date will not be accepted. Applications submtted
by facsimle are not acceptable.

PROJIECT NUMBERI NG PC&R shall nunber all applications as
fol | ows:

A Section 811 project nunbers will be eight characters:
standard three digit office code; letters "HD'; and,
three digit sequential nunber assigned to each
application received by the individual office beginning
in FY 1991. For exanple, the first application
received in an individual office wuld be assigned 001
for the three digit sequential nunber. As appropriate,
the following suffix letters are to be appended to
proj ect nunbers:

1. NP- - - Nonprofit.

2. WPD- - Whol |y for persons with physica
disabilities.

3. WDD- - Whol |y for persons with devel opnenta
disabilities.

4, CM --Wholly for persons with chronic nental
illness.

B. PRAC nunmbers will be assigned using the standard State,
al pha and nunerical codes, the letter "Q', the fisca
year and invitation nunber, followed by the nunber in
nurreri cal order. EXAMPLE: SCl16-@11-001
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3-3. SECTION 811 LOG Al applications nust be reported under

the Multifamily Information Processing System (MPS) and the
Managenent Information System (MS) within the tine period
specified in the Housing Notice for each fiscal year's
program

A Field Ofices nust conplete:



1. MS Form HUD-52491. 2
2. Appropriate screens on the MPS
B. Reporting Schedul e

Field Ofices nust input all information by the date
specified in the annual Housing Notice. Regiona
Directors of Housing are responsible for nonitoring to
assure that this schedule is net.

The National Section 811 Log will be made available to
all Field Ofices through the conputer PRI NTLIST. This
shoul d be used to determine (1) the financial capacity
of an organi zation submtting nultiple proposals and
(2) if an organization has applied for nore than the

al | owabl e nunber of units in any Region. See Paragraph

1- 8 above.
C. I nformati on which rmust be reported:
Col umm El enent
1 DATE Received - Processing Status Date
(SAMA Appl i cati on)
2 811 Project - Project Number
3 PRAC NCR - Project Rental Assistance Contract
Nurnber
4 CD - Congressional District
Must be project location. |If project is on
scattered sites, choose one locality.
5 SPONSOR NAME - Sponsor O ficial Name
6/91 Page 3-2
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(3-3) There are 36 spaces to this element. If the
nane is lengthy and will not fit in the
allotted space, it should be abbreviated to
provi de good identification of the Sponsor
entity. See Appendix 15 for a list of
standard abbrevi ati ons.
6 ADDRESS - Sponsor Street/Post Ofice Box
Sponsor City
Sponsor State
Sponsor 9-Digit Zip
7 ADDRESS - Project Street/Post Ofice Box

Project City



Project State
Project 9-Digit Zp

Fol |l ow directi ons shown under 4 above.
8 MN - Mnority Designation Code

A Mnority Sponsor is one in which nore than
50% of the Board nenbers are minority. The

Codes are:

2 - Black

3 - Native American
4 - Hispanic

5 - Asian Pacific

6 - Asian |Indian

7 - Hasidic Jew sh

9 TOTAL - Total Units (Cl05)
I ncl ude revenue and non-revenue

10 PROD METH - Production Method Code (If
proposal is conbination of the methods bel ow,
code based on predom nant construction
met hod. )

1 - New Construction
2 - Rehabilitation
9 - Acquisition

11 M (metro) - SMSA Code
Page 3-3 6/ 91
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(3-3) 12 NM (nonmetro) - SMSA Code
13 AMOUNT REQUESTED - Capital Advance Amount
14 APPLCTN 106(b) AMOUNT - 106(b) Seed Money
Loan Ampunt Requested
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SECTION Il - PRELI M NARY EVALUATI ON

3-4. ASSI GNI NG APPLI CATIONS. PC&R will assign a copy of each
application concurrently to:

- Mrtgage Credit (M)
- Architectural, Engineering & Cost (A&E)
- Valuation (VAL)



Fair Housing & Equal Opportunity (FH&EO
Multifam |y Housing Representative (MHR)
Counsel

Econom ¢ and Market Anal ysis (EMAS)

The prelimnary evaluation is to determne if:

A

Required exhibits or fornms are mssing or if any
exhi bits are inconplete, and

Wet her the proposal neets all the initial threshold
requi renents described in 3-5B

3-5. PRELI M NARY EVALUATI ON REVI EW CHECKLI ST.

A

The Checklists provided in Appendix 16, shall be used
by all technical staffs to check applications for
compl et eness and to docunent their findings with
respect to compliance with the threshold requirenents
listed below Each technical staff representative is
responsi bl e for eval uating the appropriate portion of
the application as indicated on the checklists, and
forwarding findings to PC&R within 14 cal endar days of
receipt.

Initial Threshold Requirenments. The application nust
nmeet the following initial threshold requirenents (with
technical discipline identified who is responsible for
review) in order to be eligible for technica
processi ng:

1. The application was received by the appropriate
Field Ofice by the deadline date, and was
compl ete or was m ssing no nore than one conpl ete
exhi bit (excluding exhibits which are
certifications) (MAR M VAL, A&E, Counsel, EMAS,
FHEO) ;
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(3-5)

2. The Sponsor acceptably corrected deficiencies
(including furnishing missing certifications)
within 14 cal endar days fromthe date of the
notification of deficiency letter described in
C. 2. below. (MR

3. The Sponsor, proposed facilities and proposed
occupants are eligible under Section 811 (MR

4. The Sponsor has experience in devel opi ng and/ or
operating housing, nedical or other facilities
and/ or providing services to persons with
disabilities, fanilies or mnority groups (VIR



NOTE: The experience of board nenbers will not
be considered in |ieu of corporate
experi ence.

5. There is reasonabl e expectation that the Sponsor
can neet the Mninum Capital |nvestnent
requi renent and start-up expenses (M);

NOTE: Funds froma Section 106(b) |oan, if
requested, may be counted in deternining
whet her the Sponsor can neet the start-up
expenses but not the mninumcapita
i nvest ment .

6. Application contains evidence of site control or
the appropriate identification of a site (MHR)

7. Sponsor is in conmpliance with civil rights | aws
and regul ations as foll ows (FH&EO):

a. There are no pending civil rights suits
agai nst the Sponsor instituted by the
Department of Justice;

b. There are no outstandi ng findings of
nonconpliance with civil rights statutes,
Executive Orders or regulations as a result
of formal adninistrative proceedi ngs, or
where the Secretary has issued a charge under
the Fair Housing Act, unless the Sponsor is
operating under a conpliance agreenent
designed to correct the areas of
nonconpl i ance,;

6/ 91 Page 3-6

4571. 2

(3-5) cC. There has not been a deferral of the
processing of applications fromthe Sponsor
i mposed by HUD under Title VI of the G vi
Ri ghts Act of 1964, the Attorney Ceneral's
Quidelines (28 CFR 50.3), and the HUD Title
VI regulations (24 CFR 1.8) and procedures
(HUD Handbook 8040-1) or under Section 504 of
the Rehabilitation Act of 1973 and the HUD
Section 504 Regul ation (24 CFR 8.57).

8. Even without a site visit, it is reasonable to
expect the proposed site neets site and
nei ghbor hood standards, including mnority and
di sabl ed concentration considerations, and is not
in a floodway (VAL, FHREO) ;

9. There is sufficient market demand for the nunber
and type of units proposed based on prelimnary



10.

11.

revi ew (EMAS);

NOTE: An application passing this threshold
may still be rejected for insufficient
mar ket demand during technical,
processi ng based on a nore detailed
review.

The application included a supportive services
pl an neeting the requirements of Section 890. 265
(b) of the regulations (MHR); and,

The application was responsive to the Field Ofice
Invitation (i.e., did not request nore units than
advertised for the Region) (MHR).

C. When Checklists are conpleted, the MHR will prepare for
signature of Director, Housing Devel opnent Division

(HDD;) :

1. Acknowl edgenent letters (format in Appendix 17) to
al | Sponsors whose applications are acceptable for
techni cal processing.

2. Deficiency letters (format in Appendix 17) which:
a. G ve the Sponsors 14 cal endar days fromthe

date of the letter to provide m ssing
i nformati on;
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(3-5) b. Di scuss inconsistencies in the application;
NOTE: A deficiency letter is to be sent
by certified mail and is not
i ntended to provide Sponsor with an
opportunity to correct or anend its
original application.
3. Rejection letters (format in Appendix 18) if an

application did not neet any of the initial
threshold requirenents |isted above.

NOTE: A Field Ofice is authorized to
issue rejection letters wthout
prior authorization fromthe
Regi onal O fice or Headquarters.

NO APPLI CATION IS TO BE PLACED I N TECHNI CAL PROCESSI NG WHI CH
DOES NOT' COVPLY W TH ALL THRESHOLD REQUI REMENTS.

3-6. REPORTI NG TO HEADQUARTERS AT THE CONCLUSI ON OF PRELI M NARY
EVALUATION. At the conclusion of prelininary eval uation,



the follow ng nust be sent to Headquarters:

A

6/ 91

A copy of the log indicating the status of each
application (eligible for technical processing or
prelimnary eval uation rejection);

Copies of all rejection letters; and

Exhi bits 18, 19, 20 and Form HUD- 92013 of the foll ow ng
appl i cations approvabl e for technical processing:

1. Applications requesting restricted occupancy (See
par agr aph 1-5F).

2. Appli cations requesting nm xed occupancy (a m x of
two or nore of the three major disability
categories defined in paragraph 1-5B)

3. Appli cations proposing a group honme to be |icensed
as an intermediate care facility.

Headquarters will review the information and provide
the Field Ofice with the results of its reviewin a
timely fashion.
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3-7. REJECTI ON APPEALS

A

B

Sponsor - nust submit witten appeal to FQ
Field Ofices nust:

1. Noti fy Sponsor of decision; and

2. Submit imediately to Headquarters:
a. Oiginal basis for rejecting;
b. Sponsor's appeal
c. FO decision and justification; and
d. FOnotification letter to Sponsor

3- 8. | NTERGOVERNMENTAL REVI EW REQUI REMENTS

A

The requirenents of Executive Order 12372 apply to al
Section 811 projects.

HUD rmust conplete the process in 24 CFR Part 52
I nt ergover nnental Revi ew Regul ati ons

No application may be reconmended to Headquarters for
approval until the 60-day comrent period has ended.

| f favorable comments are received and the project is



rejected during technical processing, the
"non-accommodat i on" procedures described below will apply.

E. If there are adverse comments on applications on either
the selection or "approvabl e but unfunded" lists (and
favorabl e corments on applications on the "approvabl e
but unfunded" list) submtted to Headquarters:

1. Field and Regional Ofices nmust state "adverse or
favorabl e corments received" in the "Coments"
section of the appropriate list and attach a copy
of the coments.

2. Such applications will not be funded unless
Headquarters notifies the State Point of Contact
(SPQOC) of the non-accomodation prior to the
announcenent of fund reservation sel ections.

3-9. NOTI FI CATION TO BEG N TECHNI CAL PROCESSI NG. PC&R shal
notify the staffs listed in Paragraph 3-10 bel ow to begin
techni cal processing of all acceptable applications.
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SECTION I Il - CGENERAL TECHNI CAL PRCCESSI NG | NSTRUCTI ONS

3-10. TECHNI CAL REVI EW SHEETS. The appropriate portion of
Appendi x 19 nust be conpl et ed by:

- A&E

-  EMAS

-  FH&EO

- H™

- M

- VAL

- MR

- CPD (when property is to be (or has recently been)
acquired or the property is (or has recently been)
occupi ed)

See Paragraph 3-16 through 3-49 for discussion of technica
di sciplines, review responsibilities.

3-11. CLARIFICATION. If a reviewer finds that clarification is
needed to conplete the review, he/she shall imrediately
advi se the MHR who will:

A Request the information fromthe Sponsor by tel ephone,
and
B. Follow up by letter. Conmunications nmust be attached

to the technical review sheet.

3-12. TI MELI NESS OF REVIEW Technical reviews shall be conpleted



3-13.

within 15 working days. PC&R shall nmaintain records
concerning the status of all reviews and assure that reviews
are conpleted on tine. The HDD shall be advised i mediately
i f problens devel op which would prevent timely conpl etion of
revi ews.

LEGAL QUESTIONS. Review ng offices shall refer to the Field
O fice Counsel any questions requiring further |ega

determ nation. Any conmmrents or determnations shall be
recorded on the Prelimnary Eval uati on Revi ew Checklist or
on a separate sheet attached thereto.
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TECHNI CAL REJECTIONS. If a reviewer determ nes that an
application should be rejected, he/she shall imrediately
notify the MHR, who shall notify the Sponsor of all the
bases for technical rejection. The letter (Appendix )
shal |l be sent by certified mail and state that the Sponsor
has 14 cal endar days (unless nodified for a particul ar
fiscal year) fromthe date of the letter to appeal the
deci si on.

If atinely appeal is received, the Field Ofice shall nake
a final determination within 5 working days fromreceipt of
the appeal. The applicant shall be so notified and a copy
of the notification shall be mailed to the Housing for

El derly and Handi capped Peopl e Division in Headquarters. |If
the appeal is successful, technical processing shall be
compl eted and the application shall be forwarded to the
rating panel.

PREPARATI ON OF TECHNI CAL REVI EW SHEETS. After each
technical discipline conpletes its analysis, a Technica
Revi ew Sheet for each application shall be conpl eted and
forwarded to the PC&R
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SECTION IV - MORTGAGE CREDI T REVI EW
3-16. GENERAL POLICY. This review will be conpleted in accordance

3-17.

wi th HUD Handbook 4470.1, except as nodified herein. The
Sponsor will be reviewed for evidence of financial capacity
and history, stability, and prior experience in the
provi si on of housing and/or services to the client group.

REVI EW FACTCORS wi I | include the foll ow ng:

A Eligibility determ nation of Sponsor.



B

E

Credit investigation.

Contacting HM and other HUD Field Ofices in whose
jurisdiction the Sponsor or its principals are doing or
have done business to obtain reports of their

experi ences.

Fi nanci al analysis for the purpose of determ ning
Sponsor' s:

1. Fi nanci al history and capacity to carry the
project through to conpletion and successfu
rent-up and operation

2. Ability to provide the mininmum capital investnent,
and
3. Ability to neet start-up expenses.

Eval uati on of the housing consultant, if identified.

3-18.ELIG BILITY DETERM NATION. To determine if a Sponsor is
qualified to initiate, conplete, and operate a project, M

shal |

review exhibits in the application to assure that all

of the following criteria are satisfied.

A
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Exhibit 1 - Form HUD- 92013, Exhibit 2 - Consultant's
Identity of Interest and Disclosure Certification and
Exhibit 4 - Sponsor's Conflict of Interest Resolution
to determine that:

- The Sponsor is acting on its own behalf and is
not, either knowingly or unwittingly, under the
i nfluence, control or direction of any outside
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party seeking to derive a profit or gain fromthe
proposed project, such as a | and owner, rea
estate broker, contractor, architect, attorney or
consul tant.

Exhibit 5 - Evidence of |ocal Community Base and
Reputation, Exhibit 6 - Form HUD 92530, Exhibit 8

- Description of all Rental Housing Projects and other
Facilities, Exhibit 7 - Financial Defaults or Lega
Actions Agai nst Sponsor, Exhibit 9 - Prograns or

Servi ces Provided by Sponsor and Exhibit 6 - List of
Sponsor's Section 811 Projects to deternine that:

- The Sponsor has continuity and evidence of a
serious, long-termhistory of providing housing or
services for the client group. |Its conmunity
i nvol venent is favorable in terns of reliability,



service, and commitnent to persons with
disabilities, and mnority persons and it is
likely to be in existence as a viable organization
throughout the life of the project.

The Sponsor is reliable based on its reputation
and past performance. HUD will consider the
Sponsor' s previous experience, including the
success and extent of such experience and the type
of service furnished (financial, volunteer work
managenment, etc.) in providing housing or
supportive services.

Exhi bit 10 - Sponsor and Parent Organization's (if
appl i cabl e) Resol utions of Support for the Project
(Appendi x 21) to determ ne that:

The Sponsor acknow edges its responsibilities, by
unani mous or mgjority resolution of its board. |If
a local Sponsor is backed by a national, State, or
regi onal organization, a simlar resolution or an
affirmati on of support nust be provided by that
organi zati on.

3-19. CREDI T | NVESTI GATION. MC shall conduct a credit
i nvestigation which includes ordering factual data and/or

conmer ci al

credit reports to determine basic acceptability

of the Sponsor's credit reputati on and previ ous experience.
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(3-19)

Credit checks are to be conducted on the:

Sponsor entity,
Oficers of the Sponsor, and

Oficers of the Owmer (when fornmed) if different
than those with the Sponsoring entity.

To reduce program adni ni strative cost, NC nay del ay
ordering credit reports until after applications are
sel ected for funding. |If credit reports are not
ordered at this tines

1

The notification of selection letter nust be
condi tioned upon receiving a satisfactory credit
report.

Credit reports nust be requested prior to the
Condi tional Commitnent stage.

3-20. ANALYSI S OF FI NANCI AL DATA.



A Fi nanci al statenent anal yses are to determ ne
Sponsor' s:

1. Fi nanci al history and capacity to carry the
proj ect through conpl etion, successful rent-up and
operation. MC shall analyze the financial
statenments to establish trends in:
a. Current assets and liabilities;

b. Wor ki ng capital;

C. Fi xed assets;

d. Long-termliabilities;

e. Net incone; and

f. Current ratios (current assets divided by

current liabilities)
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(3-20) These determ nations shall be recorded on a
financial statenment anal ysis worksheet. (See
Par agr aph 3-22 bel ow.)

2. Ability to Provide the mnimum capital investnent
of one half of one percent of the capital advance
or $10,000 (whichever is less) to be escrowed at
the initial closing. MC shall determ ne whether
the Sponsor's working capital and/or |iquid assets
are sufficient to produce the required mni mum
capital investnent. Sponsors may not use borrowed
funds or letters of credit to satisfy this
requirenent.

a. MC shal |l consider that the Sponsor wll
recover funds expended for eligible start-up
expenses at the initial closing and these
funds woul d be available to cover all or a
portion of the m nimum capital investnent.

b. Section 106(b) funds, if requested, cannot be
used to satisfy the mninmmcapita
i nvestnent requirenent.

c. A donation of all or a portion of the |and
draw avail able to the Sponsor at initial
closing can be used to nmeet the m ni mum
capital investnent.

d. Funds to neet the m ni nrum capital investnent



cannot be borrowed, except in an agreenent
bet ween the Sponsor and Omer. |n the event
the Sponsor specifies that these funds are to
be returned, the agreenent nust provide for
recovery only of the unused portion

Ability to neet start-up expenses.

a. If the Sponsor plans to use a Section 106(b)
|l oan to nmeet a portion of the start-up
expenses, it nmust evidence its capability to
provide the required 20 percent share.

b. If the Sponsor indicates very limted start-up
expenses and states that the architect,
attorney, and/or consultant have agreed to
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(3-20)

B

defer the paynment for their services unti

the initial closing, the Sponsor nust submt
docunentation fromthose parties in the form
of :

(1) Contracts, or
(2) Letters of Agreenent

c. Sponsors may obtain funds to cover start-up
expenses from persons or firnms in no way
connected with the project provided that the
i ndebt edness will not create a situation
where the person or firmcan exerci se any
control over the Sponsor or Oaner (when
f or ned) .

Section 106(b) applications.

1

If the Sponsor has applied for a Section 106(b)

| oan, MC shall indicate on Page 5 of its Technica
Revi ew Sheet whet her the Sponsor, in the absence
of Section 106(b) funds, could nmeet the start-up
expenses out O its own financial resources.

MC wi |l conplete processing of Form HUD- 92290
(Block 8) for all approvable applications and
insert the Section 106(b) application nunmber in
Block 4. The Field Ofice Manager will indicate
approval in Block 11. The Field Ofice also will
flag any application which nust have the Section
106(b) loan to neet the start-up expenses by

pl acing an asterisk on the upper right hand corner
of the Form HUD- 92290.



3-21. MULTI PLE APPLI CATI ONS

A
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When an organi zation, including affiliated entities,
submits multiple applications, MC nust:

1. Eval uate the Sponsor's financial capacity to
provide the m nimum capital investnment and neet
the start-up expenses for each application
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EXAMPLE: |f a Sponsor has subnitted two
applications--one to the Greenshoro Ofice and the
other to the Chicago Regional Ofice--and each
requests a capital advance ampbunt of $1, 500, 000,
MC in each Ofice shall assune that both projects
wi |l be funded.

Therefore, to satisfy this requirenment, MC nust
determ ne that the Sponsor could provide
$15, 000 - $7,500 for each project.

2. Ascertai n whether a group, as a Sponsor or
Co- sponsor has submtted applications to other Field
Ofices in response to the current Section 811
Invitation by reviewing the statenment(s) submitted
in response to Exhibit 3 of each Application

Each Field Ofice will be able to produce a MDLIS
listing of all Section 811 applications received

i ncluding one in al phabetical order by Sponsor's nane.
MCwill use the MDLIS listing to verify al
applications subnmitted by the Sponsor

3-22. RESULTS OF THE ANALYSES OF THE FI NANCI AL STATEMENTS shal | be
recorded using the format in Appendi x 8, considering the
fol |l owi ng:

A

The entities are nonprofit and, therefore, may not have
as strong a financial position as a profit-notivated
entity and shoul d not be expected to reflect a
significant profit.

EXAMPLE: A current ratio of 1 to 1 for a nonprofit
group may be consi dered good.

If the financial statements reflect "goodwi I 1" as an
asset, it and other intangible assets (such as patent
and tradenarks) may not be used to satisfy cash

requi renents an a project.

Depreciation may be reflected on the bal ance sheets
and/ or the inconme and expense statenents, but as it may
have a significant detrinmental effect on the net worth



or income, it is inportant to consider this in
anal yzing the financial statenents.
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D. The Sponsor nust have sufficient working capital or

nmust have escrowed funds to neet the mninumcapita
i nvestment, start-up expenses and any ot her funds
committed to the project(s).

E. Project size nust be related to the capability of the
Sponsor. It would be unreasonable to expect a snall
group with limted financial capacity to assune the
responsibility for a |large project.

F. Real estate equity encunbered by high ratio of
| oan-to-val ue nortgages and unlisted stocks will not be
consi dered a source of funds.

G The financial statenents of many | arge nonprofit
organi zations reflect various funds, such as genera

fund, building fund, etc. 1In such cases, MC nust note
inter-fund receivabl es and payabl es which cancel each
other out. If any funds are restricted, MC may not

consi der those funds in the analysis.
3-23. HUD REVI EW OF THE CONSULTANT
A Mortgage Credit (MC) shall:

1. Revi ew t he proposed contract, utilizing Form
HUD- 92531A( EH), Gui de Form for Housi ng Consul t ant
Servi ces, and the Addendum (Appendi x 13) to
determine if the contract contains clauses or
provi sions which violate Section 811 regul ati ons,
and the requirements of the Housing Consultant's
Identity of Interest and Disclosure Certification

(Appendi x 4).

2. Det erm ne whether conflict of interest or identity
of interest situations exist.

3. Revi ew the consultant's qualifications contained
in Exhibit 2 of the application

4. Determne if services proposed are sufficient to
permit devel oprment, conpletion and successfu
operation of the project, and the proposed fee is
in accordance with services provided.
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(3-23) 5. Determine if the proposed fee to be paid fromthe
Section 811 capital advance is within allowable
limts set forth in the fee schedule in
subparagraph B. below and is related to the
services to be provided.

B. Maxi mum Fees Al | owabl e
1. Base Fees
FEE
a. Capi tal Advance
up to $1, 500, 000 $20, 000
from $1, 500, 000 to $20, 000 plus 1% of
$3, 500, 000 excess over
$1, 500, 000
over $3, 500, 000 $40, 000
b. Revi ew of the Proposed Fee. MC conpares
services specified in the Contract with those
listed in Form HUD-92531A-EH. |If services
proposed are |l ess than the full range
al | oned, MC nust reduce proposed fees per the
foll owi ng schedul e of maxi num per cent ages.
Service to be Perforned by Per cent age of
t he Housi ng Consul t ant Total Fee Earned
Initial neeting with non-profit
Sponsor and formation
nonprofit corporation 6%
Sel ection of Devel opnent Team 4%
Preparati on and subm ssi on of
Fund Reservation Application 8%
Preparation and subm ssi on of
the Conditional Comm tnent
Appli cation 22%
Preparation and subm ssi on of
the Firm Conmitrent Application 12%
Initial dosing 8%
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(3-23) Construction Period - site visits,

preparati on of construction draws,



preparati on of and advice regarding
change orders and any application(s)
for an increase in the capital advance 15%

Cost Certification 7%
Fi nal d osing 9%
Rent - Up 9%

(1) EXAMPLE: Assunme a maxi num capita
advance anount of $1,800,000. The
maxi mum al | owabl e consultant fee woul d
be $23,000. |If the consultant's
contract includes all services except
construction related activities, the
maxi mum al | owabl e woul d be reduced by
15% accordingly, the upset price would
be $19, 550.

(2) |If a processing stage is by-passed, the
percentage attributable to the by-passed
phase will be added to the next
phase.

2. Incentive Paynents

a. Consul tants may receive additional paynments
of up to $10, 000, dependi ng upon the capita
advance anmount, as an incentive for bringing
the project to a pronpt initial closing,
construction start, conpletion of an
acceptabl e cost certification and fina
closing. The incentive paynent schedule is
as foll ows:

I ncentive
Capi tal Advance Paynment Schedul e
Up to $1, 500, 000 $5, 000
From $1, 500, 000 to $5, 000 plus 1/4 of
$3, 500, 000 1% (. 25% of
excess over
$1, 500, 000
Over $3, 500, 000 $10, 000
6/ 91 Page 3-20
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(3-23) b. The factors for approving incentive payments

and the method for cal culating such payments
are described as foll ows:

Servi ces Perforned Per cent age of



and Tine Franes I ncentive Paynent

Submi ssion of a Conditional

Conmi t ment Application

acceptabl e for processing

within 120 cal endar days

fromthe date the Omner

notifies HUD of its acceptance

of the fund reservation 10%

Subm ssion of a Firm Conmitnent
Application acceptable

for processing within 120

cal endar days of the date

of issuance of the Conditional

Commi t nent 10%

If the Conditional Commtnent
St age is bypassed,

subm ssion of a Firm

Conmi t ment Application

acceptabl e for processing

wi thin 180 cal endar days

fromthe date the Omner

notifies HUD of its acceptance

of the fund reservation 20%

Initial Cosing and/or Start

of Construction within 18

months fromthe date of the

fund reservation 30%

Submi ssi on of an acceptabl e

Cost Certification within

45 days fromthe cut-off

date used for cost

certification purposes 25%

Final dosing within 120
cal endar days fromthe
proj ect conpletion date 25%
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3.

As an exanple in calculating the consultant's fee,
assunme that the consultant will be providing the
full range of services for a project with a

capi tal advance of $850,000 and the project is
devel oped within the above tinmeframes. The

maxi mum consul tant fee that nay be included in the
Section 811 capital advance woul d be $25,000 (a
base anmpunt of $20, 000 plus an incentive paynent
of $5,000). The followi ng chart is a breakdown of



the t
recei

Acti ons Conpl et ed
Wthin Tine Franes

Condi ti onal
Application--Up to

Firm
Application--Up to

Initial d osing/
Start of
Construction--Up to

Construction Peri od
and Cost
Certification--Up t

Rent - Up and Fi nal
Closing------- Up to

* NOTE: Refer to s

otal fee the consultant would be entitled to
ve:

Base Fee I ncentive Paynent
%  Ampunt * % Armount Tot al

40% $ 8,000 10% $ 500 $ 8,500

52% $10, 400 20% $1, 000 $11, 400

60% $12,000 50% $2, 500 $14, 500

o] 82% $16, 400 75%  $3, 750 $20, 150

100% $20, 000 100% $5, 000 $25, 000

ubpar agraph B. 1. above for the percentage

breakdown related to the consultant's base fee.
4, Upset Price -- Contract Anount
(a) The Addendumin Appendi x 14 whi ch provides
for the incentive paynent shall be made a
part of the consultant's contract (Form
HUD- 92531A- (EH)) .
(b) The maxi mum al | owabl e i ncentive paynent plus
the base fee cannot exceed $50, 000.
(c) If any time franes are m ssed or for any
service not provided by the consultant under
6/91 Page 3-22
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(3-23) the contract, the consultant will not be
entitled to receive the portion of the
incentive paynent related to that service.
(d) The initial capital advance anmount shal
i ncl ude the nmaxi mum possi bl e consul tant fee
(base fee plus incentive paynent anount).
C. A qualified consultant also may, subject to the Field
O fice Manager's approval, be retained to act as
managenment agent for the same project. See Paragraph

3-36 of th

i s Handbook.



NOTE: If the consultant is approved to act as the
managenent agent for a project that will have
suppl enent al managenent fees included in
processi ng, the Suppl emrental Managenent fund
must be reduced by $25 per unit as the
consultant will not be entitled to coll ect
the full fee for this item

D. If staff of the Sponsor/Omer wll be providing
services nornmally performed by a consultant, no
consul tant fees for such services may be all owed.

E. A credit investigation of the consultant is not
required.

F. Approval or D sapproval of Consultant's Contract. MC
shal | prepare | anguage for inclusion in the
Notification Letter to approved Sponsors, which
1. Approves the contract as proposed;

2. Approves the contract contingent on certain
nmodi fi cati ons bei ng nade; or

3. Di sapproves the contract.

NOTE: Di sapproval does not signify rejection
of the project. The Sponsor nust either
sel ect another consultant acceptable to
HUD, or proceed wi thout one.

G Payment of the Consultant's Fee. Paynent of the fee is
approved by MCE using the foll ow ng schedul e:

Page 3-23 6/ 91

4571. 2

(3-23) 1. Up to 60 percent of base fee plus 50 percent of
incentive paynent at initial closing.

2. Up to 75 percent of base fee (an additional 15
percent) during the construction period.

3. Up to 82 percent of base fee (an additional 7
percent) plus 75 percent of incentive paynent (an
addi tional 25 percent) at cost certification.

4. The base fee bal ance of 18 percent plus incentive
paynent bal ance of 25 percent at final closing.
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SECTI ON V.  VALUATI ON REVI EW

3-24. GENERAL. Val uation anal yses are to be conpleted in
accordance with HUD Handbook 4465.1, except as nodified
herein. The value of the site fully inproved will not be
established until the Conditional Commtnent Stage.

3-25. REVI EW FACTORS. Val uation processing will include the
followi ng for applications which contain satisfactory
evi dence of site control
A | nspection of the site(s) and surrounding

nei ghbor hood(s) to determine acceptability of the

| ocation(s) for housing for persons with disabilities
and conpliance with the Site and Nei ghborhood Standards
set forth in applicable regul ations.

B. Initiation of environnental clearance.

C. Mar ket abi lity determ nation.

D. Acceptability of zoning for proposed construction. It
is perm ssible under the applicabl e zoni ng ordinances,
or will be, based on actions proposed to make the
construction permssible.

E. Acceptability of Evidence of Site Control. Sponsor has
title to or has subnitted ot her acceptabl e evidence of
site control (see subparagraph 1-9.H)

F. Exceptions to project size linmts. |f the project wll
exceed the project size limts in Section 890. 215,
whet her the project is compatible with other
residential devel opment and the popul ati on of the
| ocality, and whether the project can be integrated
into the comunity.

3-26.LOCATION CRITERIA. As site location can greatly influence
the success or failure of such specialized housing,
following are criteria for site selection
A Renote or isolated | ocations are not acceptabl e.

1. Resi dents nust have ready access to enpl oynent
opportunities, religious institutions, hospitals
Page 3-25 6/ 91
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(3-26) or clinics, recreational facilities and other
community services, and public transportation (if
avail abl e) .
2. Shopping facilities for day-to-day necessities

(such as groceries and drugs) should be within



wal ki ng di stance (no nore than approximately six
bl ocks) .

3. Conveni ence of |ocation for others such as project
enpl oyees, sonme of whom may require public
transportation.

4. St eep and uneven topography nust be avoi ded or
design must aneliorate any site deficiencies in
order for site to be accessible.

5. The site nmust be located in areas where ot her
famly housing is located, i.e., if the project is
a group home it should be | ocated anbng and
resenble other single famly residences; if it is
an i ndependent living facility it should be
| ocat ed anpbng ot her apartnent buil di ngs and have
simlar characteristics so as not to be |abeled as
housing for persons with disabilities.

6. The project nmust not be |located adjacent to or in
areas where the following facilities are
concentrated: (a) other housing serving primarily
el derly persons or persons with disabilities
(e.g., two group hones nay not be |ocated on the
sanme site nor nay a group honme be |located on a
site adjacent to another group honme) (b) schools
or day care centers for persons with disabilities,
(c) sheltered workshops, (d) medical facilities.

These site criteria represent the ideal situation
However, proximty to all facilities may not al ways be
possible. These criteria are not intended to rule out
housing in rural areas or any netropolitan area which
is rural in character. Oher factors, such as the
Sponsor's wi |l lingness, capacity, and plan to provide
needed services to conpensate for the |ack of any such
facilities in rural areas, also will be considered.

3-27. LOCATI ON ANALYSI S. The appraiser's analysis of the site

shal | consider the foll ow ng:
6/ 91 Page 3-26
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A Si ze, exposure and contour rust acconmpdate the nunber
and type of units proposed. Adequate utilities (water,
sewer, gas and electricity) and streets nust be
avai l able to serve the site.

B. Must have no adverse natural or manmade environnent al

condi tions, such as:

- soil instability



- flooding

- septic tank back-ups

- sewage hazards

- nudsli des

- harnful air pollution, snoke or dust

- excessive noise, vibration, or vehicular traffic
- rodent or vermn infestation

- fire hazards

The nei ghbor hood nust not have predoni nati on of undesirable
el ements (such as substandard dwellings), unless there is an
active concerted renedi al program

C. Must have access to:

- soci al

- recreational

- comrerci al

- health facilities and services

- other nunicipal facilities and services (equival ent
to those typically found i n nei ghborhoods consisting
| argely of unsubsidized, standard housing).

D. Travel tine and public or private transportation costs
fromthe nei ghborhood to places of enpl oynent.

E. Fl ooding. Al project sites nust be reviewed for
compliance with the Flood Disaster Protection Act of
1973, Executive Order 11988 Fl oodpl ai n Managenment and
HUD requi rements. Federal Energency Managenent Agency
(FEMA) issued maps, Special Flood Hazard Area Fl ood
Hazard Boundary Map (FHBM, Flood Boundary and Fl codway
Map (FBFM, Flood Insurance Rate Map (FIRM and Fl ood
I nsurance Study shall be used to determine if a site is
a fl oodpl ai n.
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(3-27) 1. No project may be approved that is located in a
coastal high hazard area, velocity zone (V, VE or
VI-30) or in a floodway identified on FEMA maps or
a Fl ood | nsurance Study.

2. For technically acceptabl e applications whose
sites are located in the 100 year floodplain, the
Field Ofice shall initiate and cover the cost of
the Water Resources Council (WRC) Guidelines
8-Step procedures (24 CFR 50-49b)0. |If the first
six steps are not conpleted prior to Regiona
O fice subnmission to Headquarters, the application
cannot be reconmmended for funding.

3. Applications for either acquisition and/or

rehabilitation are subject to the sane



requi renents and anal ysis (including consideration
of alternatives) of the WRC Guidelines, 8-Step
procedures, as applications for proposed/ new
construction. (24 CFR 50.20)

4. Docurnent ati on of conpletion of the first six steps
of the WRC procedures shall be attached to the
Apprai ser's environnental record (HUD 4128 or
4128.1) and submitted with the Val uati on Branch
Techni cal Revi ew Sheet .

5. For projects that are funded, the Field Ofice
will conplete the last two steps of the 8-Step
procedure and insert the followi ng conditions in
the notification of approval letter

a. The el evation of the |owest finished floor
(including basenents) nmust be at or above the
base flood el evation (100 year fl oodpl ain);

b. The project nust be protected by flood
i nsurance; and

C. Prior to approval for occupancy a Letter of
Map Amendment or Letter of Map Revision
(whi chever is applicable) nmust be secured
from FEMA, thereby renoving the requirenent
for the project to continue maintaining flood
i nsur ance.
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F. Wet | ands. All projects involving new construction nust
be reviewed for conpliance with the requirenents of
Executive Order 11990, Wetland Protection. For
technically acceptable applications with projects
affecting wetlands, the Field Ofice nust initiate and
cover the cost of the WRC 8-Step procedures (discussed

above for flooding). |If the first six steps are not
completed and the Field Ofice doesn't make a finding
that:

1. There is no practicable alternative to such

construction, and

2. The project includes all practicable nmeasures to
mnimze harmto wetlands which may result from
such construction

3-28. ENVI RONWVENTAL REVI EW shal |l be conducted in accordance with
HUD Regul ations in 24 CFR Parts 50 and 51, Handbook 1390. 2,
Envi ronnmental Assessnment Qui de for Housing Projects and
Handbook 1390.4, a Guide for HUD Environnmental Criteria and



3-29.

St andards contained in 24 CFR Part 51. Al applications
with site control accepted for technical processing require
ei ther an environnental assessnent (HUD Form 4128) or
Conpl i ance Finding (HUD 4128.1) conpleted, and attached to
the Val uation Branch Techni cal Revi ew Sheet.

MARKETABI LI TY. Although there is not a rent conparability
test, a Section 811 project nust not be approved which woul d
not be marketabl e wi thout PRAC assi stance because of the
relative undesirability of its |ocation

Any wai ver requests which the Field Ofice recomends for
approval should be subnmitted to Headquarters at |east two
weeks prior to convening the Field or Regional Ofice Rating
panel .
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SECTION VI. FAI R HOUSI NG AND EQUAL OPPORTUNI TY REVI EW

GENERAL. Fair Housing and Equal Opportunity (FH&EO) st aff
shal | be responsible for reviewing Section 811 applications
to determ ne whether:

A The Sponsor is in conmpliance with civil rights laws and
requirenents.

B. The Sponsor has prior experience in providing housing
or related services to mnorities and in awarding
contracts to mnority and women- owned busi ness
enterpri ses.

C. The proposed project site is in conpliance with the
Departnent's Site and Nei ghbor hood Standards (24 CFR
890.230). The site will also be rated based upon its
suitability fromthe standpoint of pronoting a greater
choi ce of housing opportunities for mnority disabled
per sons/ househol ds.

D. The proposed project will address a | ow participation
rate and identified need for housing of disabled
mnority persons or fanilies.

E. The Sponsor's rel ocation advisory procedures pronote a
greater choi ce of housing opportunities for mnority
per sons/ househol ds.

REVI EW FACTORS. FH&EO s revi ew of Section 811 applications

during technical processing consists of the follow ng review

factors:

A Site and Nei ghborhood St andards.

1. The site and nei ghborhood shall be suitable from
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the standpoint of facilitating and furthering ful
conpliance with the applicable provisions of Title
VI of the GCvil R ghts Act of 1964, the Fair
Housi ng Act, Executive Order 11063, and HUD s

i npl erenting regulations at 24 CFR Parts 1, 100,
and 107, respectively.

If the application proposes new construction, the
site shall not be located in an area of mnority
concentration (except as described in paragraph 3.
bel ow), and nust not be located in a racially
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m xed area if the project will cause a significant
increase in the proportion of mnority to
non-nminority residents in the area.

A project may be located in an area of mnority
concentration only if:

a. sufficient, conparable opportunities exist
for housing for mnority disabled famlies,
in the incone range to be served by the
proposed project, outside areas of minority
concentration, or

b. the project is necessary to neet overriding
housi ng needs whi ch cannot otherw se feasibly
be met in that housing market area.

(1) A deternmination of overriding need may
be nmade if:

(1) The site is an integral part
of an overall |ocal strategy
for the preservation or
restoration of the inmediate
nei ghbor hood; or

(ii) The site is located in a
nei ghbor hood experi enci ng
significant private investnent
whi ch is denobnstrably changi ng
the econonic character of the
area (a "revitalizing area").

(2) However, an overriding need nay not
serve as the basis for determning that
a site is acceptable if:

(i) The use of this standard in
recent years has had the
effect of circunventing the



Departnent's obligation to
provi de housi ng choice; or

(ii) Di scrimnation on the basis of
race, color, creed, sex, or
national origin renders sites
outside areas of mnority
concentration unavail abl e.
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B. Sponsor's prior experience in housing and/or serving

mnorities. FH&EO reviews this area with a focus on
whet her the housing or related services exanpl es

i nclude: housing counseling, nutrition and food
services, special housing referral, screening and
informati on projects) are directed toward di sabl ed,
very low inconme mnority persons or famlies.

1. The FH&EO review includes a consideration of:
a. The variety of services and facilities
provi ded;
b. The nunber of persons, by race and ethnicity,

served by the activities; and, if avail able,

c. Information fromresidents in the comunity
regarding the quality of the activities.

2. Where t he Sponsor has done busi ness previously
with HUD, FH&EO shall review HUD Form 2530 for
past HUD experience in housing mnorities.

C. Suitability of the site. FH&EO reviews the
acceptability of the site fromthe standpoi nt of
pronoting a greater choice of housing opportunities for
m nority disabl ed persons/househol ds.

D. Qpportunities for MBE/ VWBE, as foll ows:

1. The type of activities the Sponsor has taken to
assure MBE/WBE participation;

2. The types of services which have been purchased or
awar ded by contract;

3. M nority and/ or wonen-owned busi nesses utilized by
the Sponsor; and

4. The doll ar amount paid to each firm

E. Revi ew of the housing needs of disabled mnority
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persons or famlies. FH&EO staff anal yzes the
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(3-31) participation rate of disabled mnority applicants in

3-32.

the Section 811 programwi thin the jurisdiction
(housi ng market area) of the proposed housing. Were
there is an identified need for housing for persons
with disabilities in the mnority comunity, FH&EO
compares that information with data in Exhibit 20 to
determ ne whether the application will address that
need.

F. Rel ocation and Displacenent - |If relocationis
i ndi cated, FH&EO staff shall review Exhibit 17 to
determ ne whether the required information is
accept abl e and whether the Sponsor's relocation
advi sory procedures pronote a greater choice of housing
opportunities for mnority disabl ed persons/househol ds.

REVI EW OF THE AFFI RVATI VE FAI R HOUSI NG MARKETI NG PLAN
(AFHWP) . If HUD Form 935.2 is subnmtted with the
application for a Section 811 fund reservation, FH&EO does
not need to review it at this time since an application that
contains the AFHVWP nmay not be one of the applications

sel ected for funding. |f FH&EO does not review the AFHW
or, if it is reviewed but does not neet AFHWVP requirenents,
HUD shal |l note such on the Notification of Selection for a
Section 811 Fund Reservation and state that the AFHWP is
subj ect to approval prior to issuance of a Conditiona
Commitrent. (NOTE: |If FH&EO reviews the AFHWP, the
application is not rejected if it does not neet AFHWP

requi renents.)
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SECTION VI1. HOUSI NG MANAGEMENT

GENERAL. Applications shall be evaluated to determine if
the Sponsor's managenent capabilities and previous
experience (including nmanagenent agents, if identified) are
accept abl e.

REVI EW FACTORS. The foll owing review factors correspond to
those found on the Standard Rating Criteria Form (Appendi X
25) for which HMis responsible.

A The scope, extent and quality of the Sponsor's
experience in providing housing or supportive services
to the proposed di sabl ed popul ation
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Housi ng/ Servi ce Experience. Wile experience in
both areas is not necessary for a good rating, the
continuity, quality and scope of the Sponsor's
experience should be reflected in the score.

If the Sponsor has housing experience, consider

0 type of experience (i.e., devel opnment,
managenent, consul ting);

0 nunber and types of projects;
0 nunber of units per project;
0 types of persons served;

0 vacancy rates.

In making a determination as to the Sponsor's
capacity, the housing, mnmedical or other facility
must be viable at the present tinme, with the
experience related to the nunber of units being
requested. For exanple, 30 units operated
successfully in relation to a 20-unit request
woul d indicate strength in this area while a
Sponsor with 300 units having vacanci es and
financial difficulties would be a weakness.

Addi tional indicators for an acceptable
determnation are |low turnover and few, if any,
vacanci es.
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If the Sponsor has experience in providing
supportive services, consider the follow ng:

0 type of experience (direct provision
coordi nation, referral);

0 types of services and clientel e served,
0 stability of funding sources.

In making a determnation as to the Sponsor's
capacity, there should be a direct relationship
bet ween the Sponsor's experience and what it is
proposing in the application, both in terns of the
services to be provided and the disabled

popul ation to be served.

Examine the length of experience and the nunber of
clients served. Length of experience should be
reflected in the score, with | onger experience
gi ven a higher score. The nunber of people served



is an inportant indicator of the Sponsor's

ef fectiveness as well as experience. Serving too
many poorly or too few to achieve an efficient use
of resources should be reflected in a | ower score.

2. Revi ew of Form HUD-2530. |f Form HUD- 2530 reveal s
the Sponsor has done busi ness previously with HUD
HM shal |l review and summari ze its experience with
the Sponsor as described bel ow, or obtain such
informati on fromthe appropriate Field Ofice(s).
HM shall forward its coments to Mrtgage Credit
to incorporate into its evaluation of the Sponsor

a. Quality of managenent conpliance with the
regul atory agreenent. |If the Sponsor's
performance is deficient, reduce the score
accordingly.

b. Sponsor's performance: responsiveness to HUD
requirenents, diligent efforts to achieve
construction start, conpleted final closing
intimely manner. |f the Sponsor's
performance has not been satisfactory, reduce
the score accordingly.
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(3-34) c. Experience with the Sponsor, if self-nmanagenent
or a nonprofit identity-of-interest nmanagenent
firmis proposed. |If
experience is unsatisfactory, reduce the
score.

4, If the Sponsor proposes to contract with a
managenent agent and the identity of the agent is
known, evaluate its experience, if any, with the
managenment agent. The score should be reduced if
the experience is unsatisfactory.

5. Anal yze information furnished in response to Part
2 of the application indicates that the required
managenment and nai ntenance services will be
provi ded.

B. Extent of |ocal community support for the Sponsor and
its activities, including experience in providing
housi ng and/ or supportive services in area where the
project is to be located, and the Sponsor's
denmonstrated ability to enlist volunteers and | oca
funds for its efforts.

Consi der the foll ow ng:

1. Sponsor's ability to elicit community support,



provi de services through vol unteer prograns, or
obtain services through community service
agencies, etc., the extent of its activities,
period of involvenent, and the size of the client

group.

2. Whet her the Sponsor has served the area where the
project is to be located, the length of its
experience, the type of experience and its ability
to obtain support fromthis comunity (e.qg.
donations, successful fund drives, a wide variety
of service activities in the comunity).

3. Letters of support for the project fromthe | oca
conmuni ty.

C. Extent to which size, plus unit mx in an independent
living facility, will enable Sponsor to manage and
operate the project to ensure that supportive services
wi Il be provided economically.
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(3-34) Consi der the foll ow ng:

1. Based on experience, does design lend itself to
use by the intended residents - common areas,
bat h- shower facilities, kitchen area, etc.?

2. Based on experience, would mnor nodification(s)
generate better use of space?

3. Based on experience, does the geographical area
have a need for the proposed unit size(s)?

D. Services will be provided on a consistent, long-term

basis (strength of funding sources).
Exam ne the foll ow ng:

1. The funding source(s) identified for the services
to determine their stability. State funds subject
to future appropriations actions are acceptabl e.
Private donations as the only source of funding
woul d not be acceptable unless there is a firm
| ong-term conmi t ment .

2. Evi dence of letters of intent indicating a
commitnent to provide funding for the services
If there are no letters, the application will be
rejected unl ess the Sponsor is the sole service
provi der.

3. The service provider(s) and their experience in



and capability of providing supportive services.
E. Quality of the services inplementation plan.
Exami ne the foll ow ng:

1. The Sponsor's description of the manner in which
the supportive services will be provided (i.e.
how, when, where, and frequency) to determne
whet her the Sponsor has thoroughly thought out the
i mplementation of its plan and will be able to
coordi nate the provision of services off-site.
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(3-34) 2. The nunber and qualifications of staff that wll
be providing any on-site services to determine if
there are enough staff to provide the services and
that they are sufficiently qualified. Since the
under | yi ng phil osophy of the Section 811 program
is that the majority of the supportive services
must be provided off-site, be wary of supportive
services plans indicating the project will be
service/staff intensive. Al so, |ook out for
overly qualified, nmedically oriented staff.

3-35. OTHER FACTORS. HM shall al so be responsible for review ng
the follow ng additional factors

A The proposed project site would not affect adversely
ot her subsi di zed housi ng.

B. There is a need in the area for the housing.

3-36. CONSULTANT AS MANAGEMENT AGENT.

A The HM staff may recommend approval of a housing
consultant firmas the managenent agent if they
det er mi ne:

a. the consultant is highly qualified to

per f or m managenent services for the project; and

b. that a benefit to the project will accrue through
i ncreased efficiency and/or |ower costs.

B. When approved, the consultant may recei ve managenent
fees due for services rendered, but CANNOT collect the
full fee stated in the Supplenental Managenent Fund.
Since review of project feasibility and the managenent
pl an i s done during project devel opnent, the fee nust
be REDUCED $25.00 per unit to exclude that portion
related to such services



C. I f the managenent agent is not identified at the Fund
Reservation stage, this review may be postponed until a
subsequent stage of processing, but no later than Firm
Conmi t ment .
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SECTION VII1 - ECONOM C AND MARKET ANALYSI S REVI EW

3-37. GENERAL. EMAS shall review each application to determ ne
the project's overall market prospects taking into
consi deration such factors as the nmarket conditions in
current inventory of assisted rental housing for persons
with disabilities and provi de advi sory comments, where
possible, on the project's location relative to the adequacy
of support facilities and services within convenient access,
and the support services to be provided.

A The market reviewis to determine if there is a
sufficient sustainable demand for the nunber and type
of units proposed.

B. The market review nust take into consideration the
current and anticipated conditions in assisted housing
for persons with disabilities, as well as potentia
i npact the project would have on occupancy in existing
assi sted projects for persons with disabilities.

C. The market review of a proposed project will be
conducted in two phases; the first at Prelinmnary
Eval uation and a final nore detail ed anal ysis at
Techni cal Processing, should the project pass the first
review. The purpose of market reviews at Prelininary
Evaluation is to identify those projects which are in
mar ket areas where there is clear evidence of the
exi stence of adverse (soft) market conditions in the
exi sting assisted housing for persons with
di sabilities.

D. The market reviews by EMAS are a threshol d requirenent
for project approval. Upon conpletion of Prelimnary
Eval uati on and Techni cal Processing, EMAS shall forward
to the Director of Housing Devel opnent the conpleted
checklist as well as any data, previous market revi ews
or other informati on EMAS decides is necessary to
support its findings and recomendati ons.

3- 38. PROUECT MARKET REVI EW GUI DELI NES
A The EMAS review, to the extent possible, delineates the
characteristics of the population that conprises the
mar ket for the particular type of project proposed.

Page 3-39 6/ 91



4571. 2

(3-38) The field econom st should take into consideration any
State and | ocal data and assessnents of needs for the
particular disability and geographic area; as well as
informati on on the types of supportive services
arrangenments currently available in the area and the
utilization of such services as evidenced by data from
| ocal housing and social service agencies.

B. The Housi ng Managenent staff shoul d be contacted
regardi ng the occupancy situation in assisted housing
projects for persons with disabilities and the status
of projects in the pipeline.

C. As appropriate, the EMAS review may al so i nclude an
advi sory opi nion on aspects of the project that relate
to its marketability prospects, given its location and
characteristics, if they have readily avail able
know edge of the site and | ocation

3-39. PROOECT MARKET CONDI TI ONS AND ADVERSE | MPACT. Projects
shoul d not be approved in nmarket areas where there nay not
be a sufficient |evel of demand for additional units to
assure that the proposed project would not have an adverse
i mpact on the |long-term occupancy in existing assisted
housi ng projects for the same di sabl ed popul ati on as
proposed in the application. A reliable decision of adverse
i npact can be made only after an effective anal ysis of all
avai l abl e data and information from Val uati on and Housi ng
Managenent .

3-40. SPONSOR S EVI DENCE OF NEED FOR SUPPORTI VE HOUSI NG  This
selection criteria is a statutory and regul atory
requirenent. Under the statute, the Sponsor is required to
provi de evi dence of the need for assisted units with
supportive services for the category or categories of
persons with disabilities proposed to be served in the area.
As part of the application rating, EMAS is to review the
data and information provided by the Sponsor in Exhibits 15
and 20 and assess how wel |l the Sponsor docunented the need
for supportive housing.

6/ 91 Page 3-40

4571. 2
SECTI ON | X - ARCH TECTURAL, ENG NEERI NG AND COST REVI EW

3-41. GENERAL. All instructions contained in HUD Handbook 4460. 1
relating to devel opi ng and processing of projects at the SAMVA
stage shall be followed. In addition the A& anal ysis shal
i nclude an evaluation to assure that the design conforns to
the design and cost standards.



3-42. PROOECT STANDARDS. All Section 811 projects nust conply
with HUD s M ni mum Property Standards, the accessibility
requi renents of Section 890.210(c) and, for a group hone,
the mini mum group hone standards. See subparagraph 1-7E. 2.

for

limts on unit sizes.

3-43.LIMT ON COST NOT ATTRI BUTABLE TO DWELLI NG USE.

A

Exanpl es of community spaces which nmay be included are
mul ti purpose roons, gane roons, |libraries and reading
roons, |ounges and, in independent living facilities,
central kitchen and di ning.

At the Fund Reservation stage, "Comunity Spaces" nust
not exceed 10 percent of the gross square foot area of
the project.

The 10 percent linmt does not include such areas as

of fices, halls, mechanical roons, |aundry roons and
parking areas in independent living facilities and
group homes. Furthernore, dwelling units and | obbies
are excluded in independent living facilities;
bedroons, living roons, dining and kitchen areas,
shared bathroons and resident staff dwelling units are
excl uded in group hones.

At conditional and firm comrtnment stages of processing
when actual costs are estimted, the cost not
attributable to dwelling use percentage shall not
exceed 10 percent of total project cost. The 10
percent cost-not-attributable calculation will include
cost for areas (such as parking) not included in the 10
percent square foot limt referred to in B. above.

Conmunity spaces included at the fund reservation stage
does not guarantee inclusion at |ater stages of
processing. Were cost not attributable exceeds
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allowable linits, reduction or redesign of the
community spaces nay be necessary or the sponsor may
choose to pay for excess spaces.

More flexibility will be allowed in inposing the design
and cost standards for projects proposing
rehabilitation due to the existing facility and to the
extent such excess space woul d not render the project

i nfeasi ble. The HDD shall document the file in such
cases.

3-44. EXCEPTI ONS TO DESI GN AND COST STANDARDS AT THE FUND
RESERVATI ON STACE



The only exceptions to the design and cost standards (i.e.
excessive anenities, unit size limts, limt on comunity
spaces) will be:

- where rehabilitation is involved (see Paragraph
1-7.E.2.d.) or

- where the Sponsor states its willingness and
ability to pay for the overly costly features. |If
such a statenent is not provided or the Field
Ofice determ nes that the Sponsor |acks the
financial capacity to pay for such features, the
application may be approved only if a condition is
included in the Notification Letter that the
features be elininated.

As there is no construction cost analysis at the Fund
Reservation stage of processing, Field Ofices shall use
their best estimates of the cost of such features. |[If such
applications are selected, the valuation procedure shall be
used at conditional/firmstages of processing to calcul ate
the total reduction in the capital advance anount that woul d
be reflected in the Rent Fornula Suppl enent to Form

HUD- 92264.
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3-45. GENERAL. The MHR shall review the application to determne
if:

A The application is consistent with all programpolicies
and requirenents set forth in Chapters 1 and 2 of this
Handbook.

1. If yes, continue review.
2. If no, reject application

B. The project site was recently acquired, or will be
acquired; or the property is occupied, or was recently
occupi ed.

1. If yes, route copy of Exhibit 17, Data on Project

Qccupancy, Displacenment and Real Property
Acqui sition, to CPD for review.

2. If CPD rejects, or accepts the
di spl acerment/acquisition project information with
conments, Notification Letter (Appendix 24) shal
be conforned (e.g., indicate the additional data
that nust be provided by the Sponsor).



C. The Sponsor has experience in providing housing or
related facilities.

1. Experience must be as a corporate entity.

2. Experi ence of individual board nenbers shall not
be considered in lieu of corporate experience.

3-46. REVI EW FACTORS. The followi ng review factors correspond to
those found on the Standard Rating Criteria Form (Appendi X
25) for which the MHR i s responsi bl e.

A The scope, extent and quality of the Sponsor's
experience in providing housing or supportive services
to the proposed di sabl ed popul ation

1. Housi ng/ Servi ce Experience. Wile experience in
both areas is not necessary for a good rating, the
continuity, quality and scope of the Sponsor's
experience should be reflected in the score.
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I f the Sponsor has housi ng experience, consider the
fol | owi ng:

- type and | ength of experience (i.e.
devel opnment, managenent, consulting);

- nunber and types of structures;

- nunber of units operated in relation to the
nunber of units requested;

- types of persons served;
- vacancy rates/waiting lists for projects;

- financial viability of project currently or
previ ously oper at ed;

If the Sponsor has experience in providing
supportive services, consider the foll ow ng:

- I ength and type of experience (direct
provi sion, coordination, referral);

- types of services provided and clientele
served;

- stability of funding sources.

In making a determnation as to the Sponsor's



capacity, there should be a direct relationship
bet ween the Sponsor's experience and what it is
proposing, both in terms of the services to be
provi ded and the disabl ed popul ation to be served.

Exam ne the |l ength of experience and the nunber of
clients served. The nunber of people served is an
i mportant indicator of the Sponsor's effectiveness
as well as experience. Serving too many poorly or
too few to achieve an efficient use of resources
must be consi der ed.

B. Extent of |ocal community support for the Sponsor and
its activities, including experience in providing
housi ng and/ or supportive services in the area where
the project is to be |ocated, and the Sponsor's
denonstrated ability to enlist volunteers and | oca
funds for its efforts.

6/ 91 Page 3-44
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(3-46) Consi der the foll ow ng:

1. Sponsor's ability to elicit community support,
provi de services through vol unteer prograns, or
obtain services through comunity service
agencies, etc., the extent of its activities,
peri od of involvenent and the size of the client
group.

2. Whet her the Sponsor has served the area where the
project is to be located, the length of its
experience, the type of experience and its ability
to obtain support fromthis community (e.g.
donations, successful fund drives, a wide variety
of service activities in the comunity).

3. Letters of support for the project fromthe |oca
conmmuni ty.

C. Services will be provided on a consistent, long-term

basis (strength of funding sources).
Exam ne the foll ow ng:

1. The funding source(s) identified for the services
to determine their stability. State funds subject
to future appropriations actions are acceptabl e.
Private donations as the only source of funding
woul d not be acceptable unless there is a firm
| ong-term conmit ment .

2. Letters of intent indicating a commtnent to
provide funding for the services. |If there are no



letters, the application will be rejected.

3. The service provider(s) and their experience in
and capability of providing supportive services.

D. Appropriateness of the supportive services.

Exami ne the certification in Appendix 13 to determ ne
if the appropriate State or |ocal agency found the
provi sion of services to be well designed and the
facility to be consistent with its plans or policies
governing the devel opment and operation of simlar
residential facilities. |If the agency finds the
provi sion of services to be not well designed or the
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(3-46) facility to be inconsistent with its plans/poli cies,
the application will be rejected,

E. Quality of the services inplementation plan.
Exam ne the foll ow ng:

1. The Sponsor's description of the manner in which
the supportive services will be provided (i.e.
how, when, where, and frequency) to determne
whet her the Sponsor has thoroughly thought out the
implementation of its plan and will be able to
coordi nate the provision of services off-site.

2. The nunber and qualifications of staff that wll
be providing any on-site services to determne if
there are enough staff to provide the services and
that they are sufficiently qualified. Since the
under | yi ng phil osophy of the Section 811 program
is that the majority of supportive services nust
be provided off-site, be wary of supportive
services plans indicating the project will be
servicel/staff intensive. Al so, |ook out for
overly qualified, nmedically oriented staff.

F. Li kel i hood that site control will be obtained within
six nonths of fund reservation, if approved.

Exami ne the Sponsor's description of its activities to
identify the site and what remains to be conpleted to
obtain site control to determ ne whether the Sponsor
has nmade a concerted effort to select the site and has
every intention of pursuing its control

3-47. COORDI NATI ON OF REVI EW5. The MHR shoul d oversee the
coordi nation of the reviews by EMAS, Valuation and Housi ng
Managenent to avoid the funding of additional projects in



areas identified as having current nmarket problens in

exi sting assisted housing for persons with disabilities,
unl ess such problens are determined to be of a short-term
i.e., 12 nonths, or project specific nature.
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3-48. REFERRAL TO CPD. Were the property is to be (or has
recently been) acquired, or the property is (or has recently
been) occupied, the CPD Rel ocation Specialist shall review
the occupancy and acqui sition data described in Exhibit 17

3-49. REVI EW OF RELCCATI ON AND REAL PROPERTY ACQUI SI TI ON
Exhi bits 17 and 29 of the application shall be forwarded to
CPD. CPDwill reviewthe data to determ ne whether:

A It is responsive.
B. The cost estinmates appear reasonable.
C. When funds for all or part of the relocation costs are

to be provided fromsources other than the Section 811
capital advance, the Sponsor has a firm comntment of
funds to meet such expenses.

D. The Sponsor has provided an appropriate certification
of conpliance with the URA, the governnentw de rul e at
49 CFR Part 24 and 24 CFR 890. 260(e€).

E. An appropriate organi zation has been identified to
adm ni ster rel ocation.

F. The material is conplete. (If inconplete, CPD shal
notify the MHR and identify the additional information
needed.)

G Techni cal assistance/training needs to be provided to
the applicant.
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3-50. ACTI VITIES AT CONCLUSI ON OF TECHNI CAL PROCESSI NG

A Upon conpl etion of technical processing, the PC&R staff
forwards to the MHR

1. Revi ew comments from each technical review staff;



6/91

2.

and

Conments received fromthe State pursuant to
EO 12372

The MHR nust:

1

Reconcil e any conflicting review comments by
obt ai ni ng agreements from affected offices or by
referring the matter to the Housi ng Devel opnent
Director for a decision.

NOTE: The manner of resolving conflicting
conment s nust be docunented and retained
with the appropriate review sheets.

otain the Field Ofice Manager's approval where a
techni cal discipline's reconmendation is
overrul ed.

NOTE: The rationale for the overrul e nmust be
docunented by a nmenorandumto the file
and contain the Field Ofice Manager's
si gnat ure.

Conbi ne and revi ew technical discipline' s findings
and prepare a Technical Processing Sumary Report,
as shown in Appendi x 19, for each application.

Hi ghli ght significant conments with regard to the
strengths and weaknesses of a specific application
in the appropriate spaces on the Technica
Processi ng Sunmary Report.

NOTE: The MHR nmay not alter any concl usions
reached by the technical disciplines.
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Cal cul ate the anpbunt of the fund reservation
using the formul a and procedures prescribed bel ow
and in accordance with outstandi ng Section 811
cost limts. The anpbunt nmay not exceed the
applicable cost limt.

a. I ndependent living facilities. Costs are
cal cul ated by the nunmber and mi x of units.

(1) Miltiply the appropriate Section 811 cost
limt found in Section 890.245 (adjusted
by the hi gh-cost area percentage, as
appropriate) by the nunber of units for
each bedroomtype for an elevator or
nonel evator structure as requested in



Exhibit 1 of the application.

(2) Use the applicabl e high-cost percentage
(up to 240 percent) in accordance wth
HUD Handbook 4445. 1CHG

Exanmpl e:  Assune an 18-unit nonel evat or
buil ding with a bedroom
distribution of 12 1-bedroomunits
and 6 2-bedroom units.

The calculation is as foll ows:

Bedroom 811 Cost Nunber Capita
Type Linmts HCP of Units Adv. Amount
1-BR 32,321 x 150 x 12 $ 581, 778
2-BR 38,979 x 150 x 6 350, 811
$ 932,589
b. Group hones. Costs are cal culated by the

nunber of residents with disabilities. The
cost limt includes the cost of the
residential staff unit.

(1) Locate the applicable cost limt from
Section 890.245 for the nunber of
residents with disabilities (excluding
the unit for residential staff) and
occupancy type proposed in the
appl i cation.
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(3-50) (2) Miltiply the cost Iimt by the high-cost
area percentage, if applicable.

(3) Add special costs as specified in the
Federal Register, if appropriate. For
exanpl e, special State requirenents
related to licensure, such as sprinkler
systens, nay be an all owabl e cost.

Exanpl e: To the basic cost limt for a
si x resident group homre for
the persons with physica
disabilities or devel opnental
disabilities (adjusted as
appropriate by the hi gh-cost
area percentage), add the cost
of a sprinkler system ($5, 000)
if required by State | aw



Basi ¢ cost

limt for a six resident group

honme for persons with physical or
devel opmental disabilities:

$155, 760
Step 1: $155, 760
X 150% hi gh-cost area %
$233, 640
Step 2: $233, 640
+ 5,000(sprinkler system
$238, 640 capital advance anount
c. The MAR will round down the capital advance

authority to the nearest one hundred dollars
for each approvabl e application. FOR
EXAMPLE: $932,589 is to be rounded down to
$932,500, and $238,640 is to be rounded down

to $238, 600.
6. Cal cul ate the PRAC annual assistance funds, using
the operating cost standard to be provided.
To determine the total anount of annual project
rental assistance to be reserved for a project,
use the follow ng formul a:
6/ 91 Page 3-50
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(3-50) Group Hones: Multiply the appropriate Field
O fice operating cost standard
(QOCS) by the nunber of residents
with disabilities.
I ndependent
Li vi ng
Facilities: Multiply the appropriate Field
O fice operating cost standard by
the nunber of units.
Exanpl e:

$2, 625 (hypothetical OCS in Pittsburgh, PA)
X 7 (# of disabled residents in GH)

$18, 375 (annual operating cost for 7 res. GH)

7. Provide a list to the Rating Panel with the nunber
of units and the total amount of capital advance
authority allocated for each allocation area and
include a summary of the applications received
fromeach allocation area with the project nunber,



nunber of units, and anount of required capita
advance authority.

3-51. CONSI DERATI ONS PRI OR TO FORWARDI NG APPLI CATI ONS TO THE
RATI NG PANEL.
A Applications found unapprovabl e during technica

processi ng cannot be rated or considered by the Rating
Panel . NOTE: Sponsors whose applications were found
techni cal |y unapprovabl e nust be pronptly notified when
all technical reviews are conplete. The letters shal
be sent by certified mail and shall innunerate al
reasons for technical rejections. The Sponsors shal
have 14 days fromthe date of the letter (or such

| esser period as may be set in a particular year) to
appeal the rejection.

The sel ection process cannot take place until after
recei pt of comrents fromboth the State Single Point of
Contact or upon expiration of the conment period,

whi chever occurs first.
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Field Ofice should alert the Rating Panel of any
applications with adverse State coments.

The Environnental Assessnent (Form 4128 or 4128.1, as
appropriate) nmust be completed for applications with
satisfactory evidence of site control, all conpliance
findi ngs made, including any Finding of No Significant

| npact, and properly executed by the Chief of Valuation
before technical processing can be conpleted. For
projects that required the WRC 8- Step procedure

(Fl oodpl ain - Wetlands), the Form 4128 or 4128.1 shoul d
indicate that Steps 1 through 6 have been conpl et ed,
docunentati on attached. Also, the applicable

determ nati on under Hi storic Preservation procedures
must be made and documented. After conpletion of
techni cal processing, the Form 4128 or 4128.1 nust be
executed by the Director of Housing Devel opment and
attached to the Valuation Techni cal Revi ew Sheet.

Field Ofice should have initiated the eight-step
process for sites located in the 100-year floodpl ain
(500-year floodplain for ICFs) prior to submission to
the Rating Panel. The first six steps nust be conpleted
prior to subm ssion to the Regional Ofice.

Any requests fromapplicants that require Headquarters
approval , must be submitted in sufficient time to allow
Headquarters to act on themprior to convening the
Rati ng Panel .



3-52. NOTI FI CATI ON OF TECHNI CAL REJECTI ON.  Upon conpl etion of
techni cal processing, a marked-up copy of the Section 811
|l og shall be sent to Headquarters, Attention: Housing for
the El derly and Handi capped Peopl e D vision, Room 6116,
noti ng each technical reject application and reason(s) for
rejection along with a copy of the notification of
rejection.

3- 53. DETERM NI NG APPROVABLE APPLI CATI ONS.

A Establishing the Rating Panel. 1In order to provide
maxi mum flexibility for each Regional Ofice to achieve
an equitable process for making its selections across
its jurisdiction, the followi ng two alternative
procedures for the final rating of applications are
of f er ed.

6/91 Page 3-52

4571. 2

(3-53)

=

Field Ofice Rating Panel. Regional Ofices my
choose to have each of its Field Ofices convene a
separate rating panel with results fromthe Field
Ofice ratings transmtted to the Regional Ofice
for ranking and selection. |If this option is
chosen, it is strongly reconrended that the

Regi onal O fice devel op uniform scoring
instructions for use by its Field Ofices.

OR

2. Regi onal O fice Rating/Sel ection Panel. Regional
O fices may choose to convene a single
rating/sel ection panel to consider applications
fromall Field Ofices.

B. The Rating Panel is convened to assure each application
is approvable and to rate the approvabl e applications.

If each Field Ofice convenes a rating panel, it is
comprised of the VMHR and staff from

- Mort gage Credit

- Val uati on

- Archi tectural and Engi neering

- Econom ¢ and Market Analysis

- Fair Housing and Equal Opportunity
Housi ng Managenent

If the Regional Ofice convenes a rating/selection
panel, it could include Field Ofice representatives
fromthe technical disciplines identified above or
coul d consist of appropriate staff fromthe Regi onal
Ofice.



C. The Rating Panel reviews each application to confirm
its eligibility for funding consideration. Al
approvabl e applications nmust be eval uated and rated
based on the criteria described in Paragraph 3-54,
bel ow.

3-54. FI ELD OFFI CE RATI NG PROCEDURES.
A The Rating Panel will evaluate all approvable
applications on the basis of their nerits relative to
those of other approvabl e applications.
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B. Al'l applications with evidence of site control where
the evidence and site are approvable will conpete
agai nst each other and all applications with an
identified site or evidence of site control where the
site or evidence was not approvable will do Iikew se.

C. Based on the findings fromthe Technical Revi ew Sheets,
the Rating Panel will assign recommended points using
the Standard Rating Criteria Form (Appendi x 25) for
each of the rating criteria set forth in subparagraph
E. of this section. Up to 100 points may be assigned
under the five rating criteria.

NOTE: Indicate the scores in the score boxes on the
Standard Rating Criteria Form

D. Assi gnnent of Nunerical Ratings.

Assign numerical ratings to each application, as
fol | ows:

FACTORS MAXI MUM PO NTS

(1) Sponsor's ability to 20
devel op and operate the
proposed housing on a
| ong-term basi s.

(2) Sponsor's financial capacity 25

(3) Need for supportive housing for 10
persons with disabilities

(4) Project design 10

(5) Provision of supportive services 20

(6) Extent to which Sponsor has 15



E
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site contro

Maxi mum 100

Apply the guidelines belowto deternine the numerica
rating for each factor |isted above.
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In determning the basis for the Sponsor's ability
to devel op and operate the proposed housing on a

| ong-term basis, consider the follow ng factors:
(20 poi nts maxi num

a.

Scope, extent and quality of the Sponsor's
experience in providing housing or supportive
services to the proposed di sabl ed popul ation
(10 points)

Scope, extent and quality of the Sponsor's
experience in providing housi ng and/ or
supportive services to mnority persons or
famlies and opportunities for minority and
worren- owned busi ness enterprises
participation. (5 points)

NOTE: When assi gning points for the
provi si on of housing assi stance,
froma civil rights perspective
nmore favorabl e consideration shoul d
be given to projects which propose
to alleviate the probl em of
| ow- occupancy rate by disabled
| owincome minority persons

The extent of |ocal community support for the
Sponsor's activities, including previous
experience in providing housing and/or
supportive services in the area where the
project is to be |located, and denonstrated
ability to enlist volunteers and | ocal funds
for its efforts. (5 points)

NOTE: In assigning nunerical ratings to
factor nunber (1), consideration
must be given to evidence provided
by the Sponsor that it has
organi zational continuity and wll
be able to continue its support to
the project.

In determ ning the Sponsor's financial capacity,
consider the followi ng factors: (25 points
maxi mum
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a. financial history and current outlook. (5
poi nts)
b. Sponsor's ability and willingness to provide

start-up expenses and comit financial
resources beyond the mninumcapita
investrment. (10 points)

NOTE: If the Sponsor indicated a
willingness to provide such funds,
do its financial resources support
such a comm tnent?

C. The scope of the proposed project in
relationship to the financial capacity and
conmi tnent of the Sponsor. (10 points)

NOTE: O her proposed projects by the
Sponsor as well as previous
projects in devel opnent and/or
under managenent nust be revi ewed.

In deternining the need for supportive housing for
persons with disabilities in the area to be
served, consider the followi ng factor: (10 points
maxi mum

Extent to which the Sponsor denonstrates the need
for supportive housing for persons wth
disabilities. (10 points)

In determning the acceptability of the project
design consider the following factors: (10 points
maxi mum

a. Extent to which the proposed design will neet
the special needs of persons with
disabilities. (4 points)

b. Extent to which the proposed design of the
housing will accomopdate the provision of
supportive services that are expected to be
needed, either initially or over the usefu
Iife of the housing, by the category or
categories of persons with disabilities the
housing is intended to be served. (3 points)
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Extent to which the proposed size, plus unit
m x in an independent living facility, of the
housing will enable the Sponsor to manage and
operate the housing efficiently and ensure
that the provision of supportive services

wi Il be acconplished in an econonica

fashi on. (3 points)

In deternmining the acceptability of the supportive
servi ces proposed, consider the follow ng factors:
(20 points maxi num

a.

Extent to which the Sponsor has denonstrated
that necessary supportive services will be
provi ded on a consistent, |ong-term basis.
(10 points)

NOTE: Has the Sponsor identified the
source(s) of funding? For what
period is the commitment nade?

The appropri ateness of the supportive
services to the needs of the proposed
di sabl ed population. (5 points)

NOTE: Does the State/l ocal agency
certification indicate that the
provi sion of services is well
desi gned?

The quality of the service inplenentation
plan. (5 points)

NOTE: Is the plan well thought-out and
realistic with adequate staff
assi gned?

In deternining the extent to which the Sponsor has
site control, consider the follow ng factors: (15
poi nt s)

a.

Evi dence of Site Contro

(1) Proximity or accessibility to shopping,
medi cal facilities, transportation,
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churches, recreational facilities, job
opportunities and ot her necessary
services for the intended occupants (4
poi nts).

(2) Suitability of the site fromthe



st andpoi nt of pronoting a greater choice
of housing opportunities for mnority
di sabl ed persons/famlies (4 points).

(3) Freedomof the site from adverse
envi ronmental conditions and
overconcentration of persons with
disabilities (4 points).
NOTE: Exanpl es of adverse
envi ronnmental conditions are
soil instability, flooding,
mudsl i des, harnful air
pol I ution, excessive noise or
fire hazards
(4) Reasonabl eness of the site cost per unit
and suitability of the property for the
i ntended use and adequacy of utilities
and streets (3 points)
NOTE: The proposed site devel opnent
i ncl udi ng nunber of units,
| ocation of building(s),
parking, drives, service and
recreation areas is suitable
for the intended occupants.
Speci al attention nust be
given to the estinmated cost of
site and whet her the number of
units proposed will be cost
effective.
b. Identification of Site
(1) Sane as a. (1) above plus freedom of
overconcentration of persons with
disabilities (5 points)
(2) Sane as a.(2) above. (5 points)
6/ 91 Page 3-58
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(3-54) (3) Likelihood that site control wll be

obtained within six months O fund
reservation, if approved. (5 points)

F. The Rating Panel nust use the Standard Rating Criteria
Form wi t hout devi ati ons (Appendi x 25) to record the
poi nts assi gned by each technical discipline.

3-55. FIELD OFFI CE TRANSM TTAL OF RECOMMENDATI ONS TO THE REG ONAL

OFFI CE



If the Field Ofice convenes the Rating Panel, it nust
submit to the Regional Ofice a two-part |ist of the
applications which neet all requirenents and are approvabl e
based on techni cal processing and those applications which
are technically unaccept abl e.

Categorize the lists by applications with evidence of
site control (Category A) and those with an
identification of a site (Category B)

Use format provided in Appendix 26.

The first list consists of all the Field Ofice's

approvabl e applicati ons.

1

I nclude the original signed copies of the Standard

Rating Criteria Formfor each application

Al so submt the original Technical Review Sheets.
Include the original Field Ofice Counse
prelimnary eval uation review checklist and any
subsequent | egal review nenoranda, the
environmental review forms and review Forns 4128
or 4128.1 and supporting docunentation

NOTE: Applications found technically
unaccept abl e by each discipline should
not be forwarded to the Regional Ofice
unl ess overridden by the Field Ofice
Manager. The menorandum overriding the
discipline is to be subnmitted to the
Regi onal O fi ce.

Provi de the name of the contact person for the
Sponsor and the | ocal tel ephone nunber (including
the Area Code) for each approvabl e application
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4.

Transmit Form HUD- 92290, as appropriate, for each
approvabl e application (if Section 106(b) seed
money | oan funds are available for the FY)

The second list will include all applications found

acceptabl e for technical processing but subsequently
found to be technically unacceptable for funding
consi deration. For these applications, include the:

proj ect nunber

Sponsor nane

| ocation

nunber of wunits

reason the application is technically
unaccept abl e.



If the Regional Ofice holds the Rating/Sel ection Panel, the
Field Ofices nmust submt all of the above, with the
exception of the Standard Rating Criteria Form

3-56. REG ONAL OFFI CE REVI EW AND PO NT ASSI GNVENTS.

A

6/ 91

If Field Ofices hold Rating Panels, the Director,

O fice of Regional Housing, and appropriate staff wll
review Field Ofice findings and recommended rati ngs
for all approvabl e applications.

1.

The Regional O fice makes the final rating
deci sions giving consideration to Field Ofice
recommendat i ons.

The Regional Ofice may change the Field Ofice's
recomended scores only when a technical error has
been made or when the Field Ofice has been
inconsistent in making its ratings conpared to
other Field Ofices within the Region.

a. I ndi cate and docunent each type of change in
the comment section of the rating form

b. For technical changes, cite consultation with
Field Ofice staff, if appropriate, and
reference the specific portion of the Field
Ofice analysis in question.
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c. For consi stency changes, docunent the
st andards of consistency being applied to the
rating categories and the reason(s) why the
Field Ofice was not consistent.

Regi onal O fice Rating/Sel ection Panel and
Recomendat i ons.

1.

If the Regional Ofice holds the Rating Panel, the
Regi onal Administrator or his/her designee shall:

a. Convene a Rating/ Sel ecti on Panel conprised of
appropri ate Regional and/or Field Ofice
staff, which shall assign points to Criteria
1 through 6 for each approvabl e application
based on the findings and recomendati ons of
the Field Ofices.

b. It will then rank those applications in
descendi ng order for Category A: those with
approvabl e sites and Category B: those with
sites identified (not under control) or those



wi th evidence of control where the site or
the evidence was not approvabl e (provided the

Sponsor is willing to seek an alternate
site).
2. If the Field Ofices hold Rating Panels, the

Regi onal Adm nistrator or his/her designee shal
convene a Sel ection Panel and proceed as indicated
in 1.b. above.

3. Initial Selection Reconmendati ons.

a. Applications are to be selected in descending
order which nost reasonably approxi mate the
estimated nunber of units and capital advance
authority available for the Region, first in
Category A and then in Category B until funds
are exhausted or there are no approvabl e
appl i cations remaini ng which could be funded
with the avail abl e funds.

b. Only those approvabl e applications that
scored at |l east 50 points can be placed on
the initial selection list.
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(3-56) c. The Sel ecti on Panel shoul d support the
Departnment's M nority Business Enterprise
goal s in considering approvabl e applications
for funding. These goals will be published
annual | y.

d. Handl i ng of excess capital advance funds.
The Regional Ofice will return to
Headquarters any unused funds remai ni ng
avail abl e after follow ng the procedures
described in a. above, with a notation in the
transm ttal nenmorandum

C. Approvabl e but Unfunded

After selecting applications that can be approved
within the available funds, Regional Ofices shal
i dentify unfunded but otherw se approvabl e
appl i cati ons.

D. Since the capital advance authority, rather than the
estimated units in the NOFA and the Housing Notice,
controls, the Regional Ofice nmay select nore units
than allocated if supported by the available capita
advance authority.

E. If the Regional Ofice reviewreveals any violations or



i nconsi stencies with outstanding instructions, such
itenms nmust be noted for Headquarters' review.

3-57. SUBM SSI ON OF SELECTI ON RECOMMVENDATI ONS TO HEADQUARTERS

A

6/ 91

Regional Offices are to subnit to Headquarters three
separate lists on the standard format provided in
Appendi x 24:

1. Initial selections in rank order for Category A
and Category B.

2. Approvabl e, but unfunded, applications in rank
order for Category A and Category B

3. Al projects which failed to neet the threshold
score of 50 points in rank order. List by
Category A and Category B
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NOTE: In no case may projects with technica
deficiencies (such as unacceptable
service plan description, ineligible
Sponsor, inability to neet m ninmum
capital investnent, etc.) be considered
by Field or Regional Ofice panels, or
i ncluded on any of the three lists
descri bed above.

In addition to the three lists described above the
Regi onal O fice nust subnmit to Headquarters:

1. Oiginal signed rating sheets for each listed
appl i cati on.

2. Techni cal Review Sheets for all cases listed on
any of the three lists, including the Field Ofice
Counsel's Prelimnary Review Checklist with any
subsequent | egal review nenoranda, environmenta
reviews with supporting docunentation, and any
menor anda overriding technical disciplines.

I ncl ude the contact person for the Sponsor and the

| ocal tel ephone nunber with area code for each
application on the initial selection and approvabl e,
but unfunded, lists.

Any outstanding State conmments (EO 12372) not to be
accommodat ed and/ or | ocal adverse comments on any
application on the initial selection or approvable, but
unfunded, lists nmust be stated in the comrent section
of those lists.



E. Transmt HUD- 92290 for all approvable applications. |If
funds are insufficient for all Sponsors which nust have
"seed noney" | oans, funds will be allocated by
Headquarters to such projects in rank order until al
avai | abl e funds are expended. These applications
shoul d be identified by placing an asterisk in the
comments col utm on Form HUD- 92290. Renai ni ng
applications for which Sponsors require Section 106(b)
|l oans will be rejected.

F. Forward the above nmaterials to the Ofice of Elderly
and Assi sted Housing, Attention: Housing for Elderly
and Handi capped Peopl e Divi sion, Room 6116
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G Regi onal O fices nust recapitulate the usage of the
Section 811 capital advance authority and the attendant
PRAC authority when submtting the sel ection
determ nations to Headquarters. The recapitul ation
shal | be reported using the foll ow ng:

khkhkkhkhhkkhhhhhhdhhhdhhhdhhhhhdhhhdhdhdhdhddhddhddhddhdhddrdhddrdhddrdhrdrdrdrdrddrddrdx*

* *
* *
* *
* *
* *
* GRAPHICS MATERIAL IN ORI G NAL DOCUMENT OM TTED *
* *
* *
* *
* *
* *
* *
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3- 58. HEADQUARTERS FUNCTI ONS

A The Director, Ofice of Elderly and Assisted Housi ng,
is responsible for:

1. Reviewing all the materials subnmitted by the
Regi on for accuracy of selection determninations
and determining that only eligible applications
are being consi dered.



2. Revi ewi ng the covering nenorandum and the fornmat
recapitul ating the usage of the funds to determ ne
if any transfers of funds are nade in accordance
with instructions contained in Paragraphs 3-64 and
3- 65.

3. Preparing nenoranda to the Regional Ofices with a
copies to the appropriate Field Ofices
i dentifying those applications, if any, for which
addi tional capital advance authority will be
provi ded.

4. Transmitting the Section 106(b) applications (Form
HUD- 92290) to the O fice of Finance and Accounting
(OFA) to record the reservation of funds.

NOTE: Only those Section 106(b) applications
approved in connection with Section 811
applications selected for funding wll
be forwarded to OFA for a fund
reservation.

5. Preparing and issuing notifications to States
Singl e Points of Contact (SPOC), explanations of
HUD s non-accommpdation actions to official State
comrents under EO 12372.

B. The Funding Control Division will prepare and transmnit
Forms HUD- 185 assigning to the Regional Ofices the
Section 811 capital advance funds and Project Rental
Assi stance funds necessary to approve those sel ected
appl i cations.

C. Upon processing the Section 106(b) fund reservations,
OFA will return confirned copies of Fornms HUD 92290 to
the appropriate Field Ofices.
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SECTION XI'I'l - PREPARATI ON AND NOTI FI CATI ON OF
SELECTI ONS AND NON- SELECTI ONS

3-59. PREPARATI ON OF FUNDI NG DOCUMENTS AND APPROVAL LETTERS.

For each application selected for funding, the follow ng
procedures wll be used:

A The MHR will prepare the Letters of Notification of
Selection for Section 811 Fund Reservation (see
Appendi x 24) and the Forns HUD 718, Funds Reservation
and Contract Authority.

1. Form HUD- 718 shall be prepared in one original,



one fully executed copy and three conforned copies
as foll ows:

Bl ock 1 A Nanme and Address of Project
Identification: (self explanatory)

B Project Contract, |AA or Purchase
Order Number: Project Number (see
par agr aph 3-2).

2 Date of Preparation: (self
expl anat ory)

3 Reservation Number: Nunber shal
consist of programinitials "HD",
the fiscal year applicable and a
sequenti al nunber beginning with
"1", each fiscal year. Exanple
- HD-91-1

4 Name and Title of Source O ficer
MHR

5 A Appropriation of Fund Synbol :
86x4588 (01)

B N A
C N A
6/ 91 Page 3-66
4571. 2
(3-59) D Reservation Qutstanding: Leave
blank for initial reservation for a
proj ect .
E Insert the ampunt of the initial
reservation.
F Insert initial reservati on anount
in colum 5D
6 Purpose of this Action: Check

appropri ate box(es).
7 A Description of Project: Provide a
brief description of the project
i ncludi ng the nunber of units.
B Contract Conditions (if any):

8 A&B Date and Signature of Source
Oficer: MR



9 A Recommended: To be signed and
dat ed by Housi ng Devel opnent
Di vision Director.

B Aut hori zed: To be signed and dated
by the Field Ofice Manager.

C N A

2. After Form HUD- 718 has been prepared and signed by
the source officer, the PC&R staff will transnit
it to RAD for prevalidation.

3. RAD wi Il process the prevalidation request within
one day of receipt and return the formimredi ately
to the Field Ofice Manager, Attention: Housing
Devel opnent Division Director.

Upon RAD s verification of capital advance authority
reserved on the Fornms HUD- 718, the PC&R staff will
transmt the Notification Letters to the Housing
Devel opnent Division Director for surnane, and Forns
HUD- 718 for signature (Block 9A). The Housing
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Devel opnent Division Director will transmit the
Notification Letters and Forns HUD- 718 to the Field
O fice Manager for signature (Bl ock 9B).

After the Field Ofice Manager signs the Notification
Letters and Fornms HUD 718, the PC&R staff wll:

1. Prepare the Project Accounting Data, Forns
HUD- 52540( PAD) and Fornms HUD-52491.2, in accordance
with Chapter 19 of Handbook 4050. 1.

2. Notify the MHR to prepare the nonsel ection letters
(Appendi x 27) (see Paragraph 3-63).

The PC&R staff will mail two copies each of the
followi ng to the Regional Accounting Division (RAD):

1. Conf or med copy of Form HUD- 718.

2. For m HUD- 52540( PAD), and

3. For m HUD- 52491. 2.

The RAD shall verify, within 24 hours, by return
teletype to the Field Ofice Manager, Attention:
Housi ng Devel opnent Division Director, the project

nunber, the nunber of units and the anmount of Project
Rent al Assistance Contract and Budget Authority



reserved for the project.

3-60. NOTI FI CATI ON OF SELECTI ON.

A Congr essi onal
The O fice of Legislation and Congressional Rel ations
will notify Congressional Ofices of all approved
Section 811 projects sinultaneously.
1. The O fice of Elderly and Assisted Housing will
coordinate with the Ofices of Legislation and
Congressi onal Relations and Public Affairs to
establish the public rel ease date.
2. The public release date will occur after
Congressi onal notification.
6/91 Page 3-68
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B. Regional /Field O fices

Headquarters will notify Regional/Field Ofices by
tel egram

- of any additional projects funded.

- when Notification and Nonsel ection Letters may be
rel eased.

3-61. | SSUANCE OF NOTI FI CATI ON LETTERS

After Congressional notifications have been conpl eted, PC&R
date the Notification letters in accordance with RAD s
confirmation date and will distribute the Letters and Forns
HUD- 718 in accordance with the chart in Appendi x 26

3-62. APPLI CATI ONS NOT' SELECTED

A

Upon notification fromthe PC&R staff, the MHR will
prepare for the HDD Director's surnanme and the Field
O fice Manager's sighature, letters to Sponsors whose
applications were not sel ected.

Letters to Sponsors shall state that either the
application was eval uated and found approvabl e, but was
not sel ected because sufficient funds were not

avail abl e or that the application did not neet the
threshol d score of 50 points.

NOTE: Nonsel ection letters may be rel eased only
upon aut horization by Headquarters.



3- 63. DURATI ON AND EXTENSI ON OF SECTI ON 811 FUND RESERVATI ON

A The term of the Section 811 fund reservation is 18
months fromthe date of issuance of the Notification
Letter. The MHR shall:

1. nmoni tor the progress of each fund reservation in
accordance with processing time schedul es set
forth bel ow

2. advi se Sponsors at |east 30 days prior to
expiration of the fund reservation that extensions
must be requested prior to the expiration date.
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B. Notice of Intent to Cancel the Fund Reservation/

Cancel | ation of the Fund Reservation. Subject to the
approval of the Assistant Secretary, the Field Ofice
shall issue a notice of intent to cancel the fund
reservation under the follow ng circunstances;

1. At the end of the six nonth period follow ng the
notification of fund reservation if the Sponsor
does not have control of an approvable site.

a. The notice shall indicate that the fund
reservation will be cancelled upon its one
year anniversary unless the Owmer subnits
evi dence of control of an approvable site
with ninety (90) days of receipt of the
notification.

b. At the end of the 90 day period specified
above, the Field Ofice shall mail a notice
of fund reservation cancellation to the Omner
by certified mail, return receipt requested,
who either did not submt evidence of site
control, or submtted evidence of site
control but the evidence, site or both are
unacceptable, in response to the notification
of intent to cancel the fund reservation
The notice nust:

(1) indicate that the fund reservation is
bei ng cancel | ed because the Omer does
not have control of an approvable site;
and

(2) advise the Owmer that it may file an
appeal of the cancellation in the form
of satisfactory evidence of control of
an approvable site with the Field Ofice
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within 30 days of the cancellation
notice and that failure to do so wll
result in the cancellation of the fund
reservation at the end of the 30-day
peri od.

c. If the Ower fails to file an appeal of the
fund reservation cancellation with 30 days of

Page 3-70

(3-63)

4571. 2

recei pt of the cancellation notice, the Field
O fice shall cancel the fund reservation and
provide a witten notice of cancellation to
the Owner.

d. If the Ower files an appeal, in the form of
evi dence of site control, within 30 days of
recei pt of the cancellation notice, HUD
Headquarters will review the Field Ofice's
recomendation after the Field Ofice has
revi ewed the evidence and evaluated the site
and issue a decision within 45 days of
recei pt of the appeal

(1) If HUD determ nes that the Oaner has
sati sfactory evidence of an approvabl e
site, it shall provide a witten
notification of such to the Omner.

(2) If HUD determ nes that the Omer does
not have satisfactory evidence of site
control or the site is rejected, it
shal | provide of such to the Owner, and
cancel the fund reservation.

2. If the Field Ofice determines that the Owmer is
not naking satisfactory progress toward the start
of construction, rehabilitation or acquisition

3. If the construction, rehabilitation or acquisition
of a project is not begun within 18 nonths after
the notification of fund reservation or within an
extension of the 18-nonth period granted under
Par agr aph 3- 64C bel ow.

Ext ensi on of the Fund Reservation. The Field Ofice
may extend the period specified in Paragraph 3-4B. 3.
above up to 24 nonths after the notice of Section 811
fund reservation is issued, if HUD deternmines that the
Omner is making satisfactory progress toward the start
of construction, rehabilitation or acquisition. The
Regi onal O fice nay grant additional extensions of up
to 36 months after the notice of Section 811 fund



reservation is issued, if:

1. The del ay has been for reasons beyond the Omner's
control
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(3-63) 2. The Omner has done everything within its power to
resol ve the probl ens causing the del ay;

3. Al major problens have been resolved, or there is
good reason to expect pronpt resolution; and

4, There is good reason to expect the start of
construction, rehabilitation or acquisition
properties to begin within the extension period.

D. Noti fication Procedures.

1. If HUD determ nes that a fund reservation nust be
cancelled in the case of B.2 or B.3. above, the
Field Ofice shall mail a notice of cancellation
to the Ower by certified mail, return receipt
requested. The notice of cancellation nust:

a. Descri be the reasons for the cancell ati on of
the fund authority; and

b. Advi se the Omer that it may file an appea
of the cancellation with the Field Ofice
within 30 days of the receipt of the
cancel l ation notice, and that the failure to
file an appeal will result in the
cancel l ation of the fund reservation upon the
expiration of the 30-day period.

2. If the Owmer fails to file an appeal of the fund
cancel lation within 30 days fromthe date of the
cancel l ation notice, the Field Ofice shall cance
the fund reservation and provide a witten notice
of the cancellation to the Oaner.

3. If the Ower files an appeal within 30 days of the
date of the cancellation notice, HUD Headquarters
will review the appeal and issue a decision on the
appeal within 45 days of the receipt of the
appeal, HUD will approve the appeal if the Omner
denonstrates that it is nmaking satisfactory
progress toward the start of construction
rehabilitation or acquisition.

4. I f HUD approves the appeal, it shall provide a
witten notification of the approval to the Oaner.
The notification shall indicate the duration of
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the extended fund reservation.

If HUD di sapproves the appeal, it shall notify the
Omer in witing of the determ nation, and cance
the fund reservation.
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SECTION XIV - ACTIVITIES PRIOR TO SUBM SSI ON CF

CONDI TI ONAL COVM TMENT APPLI CATI ON

3- 64. FORVATI ON OF OANER CORPORATI ON

The Sponsor nust legally formthe Owmer corporation in
accordance with Section 890.105 of the Regul ati ons and
Par agraph 1-4 of this Handbook prior to submitting the
Application for Conditional Conmmitnent and proof of such
action must be subnmitted with the application.

A

Si ngl e- Pur pose Corporation. To give HUD sole claim
over the assets of the Omer in case of default under
the Regul atory Agreenent, the Oamer nust be a single
asset corporation.

1

The Section 811 Omer will not be permtted to:

a. Engage in any other business or activity,
including the operation of any other rental
proj ect, or

b. Incur any liability or obligation not in
connection with the proposed project.

Because of its single purpose, the Ower nust be
capitalized by the Sponsor in a sufficient amount
to pernmit the Omer to neet its obligations in
connection with the project.

I ncorporation. Only an Omer duly incorporated under
State | aw can submt the Conditional Commtnent
Appli cati on.

1

Foreign Corporations. An Omer nay be
incorporated in a State other than the one where
the project is to be | ocated.

a. The Owner should contact the State
Cor porati on Commi ssion for the State in which
the project is to be located to ascertain
what is necessary to allow it to do business
in that State.

b. If a special certificate is needed in order
for a foreign corporation to do business in a
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different State, the required docunent nust
be included in the Conditional Conmtnent
Application, along with the Articles of

I ncorporation, By-laws and | ncunbency
Certificate.

Articles of Incorporation. The Articles of

I ncorporation should be consistent with the CGuide
Form of Certificate of Incorporation in Appendix
28 (Form HUD 91732A-EH) (3/91). |If the Owner is
applying for IRS tax exenption under 501(c)(3),
its Articles also nust conformto the addendum
provi sions required by the Internal Revenue

Servi ce.

a. The Omner nust be sufficiently enpowered to
have and borrow noney, own stock, engage in
real estate transactions, as well as
construct and operate a housi ng project
funded under the Section 811 program

b. The Omner's purposes nust include the
pronotion of the welfare of disabled
househol ds residing in the project.

c. No religious purposes nmay be included in the
Articles of Incorporation, By-laws, etc.

d. The di ssol ution clause nmust not provide for
or permt distribution of the corporate
assets to a body created for religious
pur poses upon di ssol ution of corporate
assets.

NOTE: If the dissolution clause provides
for distribution to a nonprofit
fund, foundation, or corporation
whi ch has established its tax
exenpt status under | RS Code
501(c)(3), the dissolution clause
must be anmended to add "other than
a religious corporation".

e. To avoid the appearance of being a public
body or instrunmentality of a public body, the
di ssolution clause may not provide for the
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(3-64) transfer of the Owmer's assets to a State or
| ocal governnent or any agency of a State or
| ocal governnent.

3. Evi dence of Incorporation

a. In sone States where the corporate existence
begins with the Article of Incorporation are
filed, under applicable statutes, the stanped
note on the Articles of Incorporationis
suf ficient documentation

b. In nmost States the corporate existence begins
with the issuance of a certificate of
i ncorporation and in those cases, a
certificate of incorporation with the State
seal nust be provided

C. Tax Exenpt Status. The Oaner corporation nust provide
with its Application for Conditional Comm tnent:

1. A dated copy of the application filed with IRS
requesting a tax exenption ruling under |IRS Code
501(c)(3) or (c)(4) or a copy of such a ruling if
avai |l abl e before the Ower subnits its Application
for Conditional Commtment.

NOTE: Al'l Owner corporations nmust have
i ndividual IRS rulings. No group
exenptions will be accepted. The IRS
Section 501(c)(3) or (c)(4) tax
exenption ruling nust be submtted prior
to initial closing.

2. For Puerto Rican nonprofit organi zations, evidence
of tax exenption under Puerto Rican lawis
required.

3- 65. TRANSFER OF FUND RESERVATI ONS FROM SPONSCRS TO OMNERS. Wien
the new y-forned Oamer corporation has been approved by the
Field Ofice, the MVHR will conplete the Form HUD 718 and
PADs to effect the transfer of the Section 811 and Project
Rent al Assistance fund reservation fromthe Sponsor to the
Omer and transmt the forms to the Regional Accounting
Division. This is an anendatory action, not a recapture.
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3-66. 1 NDI VI DUAL CONFLI CT OF | NTEREST AND DI SCLOSURE
CERTI FI CATI ONS.

A Oficers and directors of either the Sponsor or Owner
cannot have any financial interest in any contract with



the Omer or in any firmwhich has a contract with the
Omner. This includes the provision of services or
products related to the construction or operation of
the proposed project or holding a position as a board
menber in any such firm

B. These restrictions include, but are not limted to,
serving as the attorney, land seller, architect,
housi ng consultant, or contractor

C. Each officer and director of the Sponsor and the Oaner
of each approved project nust certify on the Conflict
of Interest and Disclosure Certification, provided in
Appendi x 3 of this Handbook, that, anong other things,
he or she will not:

a. Recei ve any conpensation fromthe Omer for his or
her servi ces,

b. Have any financial interest in the land sale or in
any agreenent with the Ower in connection wth
the proposed project, EXCEPT

(i) an Omer may enter into a contract for a fee
with the Sponsor or its nonprofit affiliate
for managenent services, and

(ii) The Sponsor may sell the project site to the
Onner .

C. These certifications nust be subnmitted with the
Condi tional Commitment Applications together with
a current |Incunbency Certificate.

d. The fund reservation is subject to cancellation if
the Certifications are not provided for ALL
of ficers and directors.

NOTE: Certifications fromany Executive Boards
of the Sponsor and Omer are not
accept abl e.
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3-67. CERTI FI CATI ON REGARDI NG CREDI T AVAI LABI LI TY FROM PRI VATE
SCURCES.

Pursuant to OVMB Circul ar A-129, Managi ng Federal Credit
Prograns, the authorized officer of the Owmer nust submt
with the Conditional Comm tnment Application the
certification in Appendi x 29 stating that it has been unable
to obtain funds fromprivate financial sources upon ternmns
and conditions equally as favorable as the terns and

condi tions avail abl e under Section 811 of the Nationa



Af fordabl e Housi ng Act of 1990, as anended.
3-68. SI TE APPRAI SALS

The Field Ofice will conduct the site appraisal in
accordance with HUD Handbook 4465.1 and notify the Omer of
HUD s determ nation of the value of the site fully inproved
within 30 days fromthe date the Owmer accepts the Section
811 fund reservation.

3-69. FORM HUD- 2530 PREVI QUS PARTI CI PATI ON CLEARANCES AND CREDI T
REPORTS.

Previ ous participation procedures and credit reports nust
now be conpl eted for any applications approved subject to
such clearance. |If any negative coments are received, the
Housi ng Devel opnent Director will be responsible for
determ ni ng whether they are sufficiently serious to warrant
cancelling of the Section 811 fund reservation. Were

unf avorabl e comments are received, send the Sponsor or the

i ndividual officers or directors, as applicable, a letter
requesting an explanation regarding the negative infornmation
or evidence that the issues in question have al ready been
satisfactorily resol ved.

A Del i nquent Federal debt (e.g., IRS tax paynents, HUD,
FmHA, SBA and VA | oans,, audit disallowances and
nmor t gages) shoul d be handl ed as foll ows:

1. The Sponsor nust bring any delinquent Federal debt
current or provide HUD a workout plan acceptable
to all parties concerned to bring the delinquency
current within a reasonable period of tine before
the Field Ofice can continue processing the
appl i cation.
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(3-69) 2. If an individual is delinquent on any Federa
debt, processing of the application may conti nue
but that individual nust be advised to subnmit to
the Field Ofice within 30 days a plan of action
to cure the delinquent debt within a reasonabl e
period of tinme (i.e., by making |unp-sum paynent
or through an installnment payment plan which has
been approved by the authorizing | ender to which
the debt is owed).

3. I ndi vi dual nmenbers who are unable to resolve their
Federal delinquencies to the satisfaction of the
| endi ng agency cannot be approved and will have to
resign fromthe Sponsor and/or Oaner organization

NOTE: Al officers and directors of the Oaner
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Corporation nust certify that he or she
is not delinquent on the repaynent on
any Federal debt and rmust submit the
certifications (see Appendix 6) with the
Condi tional Commitment Application

Fraudul ent Activities. Disclosures of fraudul ent
activities on the part of the Sponsor will be a basis
for cancellation of the fund reservation but if an

i ndi vidual officer or board nenber of the Sponsor
and/ or Oaner organi zati ons has engaged i n fraudul ent
activities, only those affected individuals nust resign
fromtheir positions with the organization(s).

1. If the results of the credit investigation reveals
that the Sponsor or an individual officer or
director disagrees with or is challenging a
reported delinquency, such as a disagreenent over
an audit disallowance, the application may remain
in processing until a final decision is made. The
Sponsor or affected individual nust be, however,
warned of the possibility that processing may
| ater be suspended or other action taken if the
final decision goes against the Sponsor or the
i ndi vi dual

2. Headquarters gui dance shoul d be sought prior to
taking any action to cancel a fund reservation.

3. It is inmportant to not be overly concerned about
m nor or nonessential details (e.g., the Sponsor
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is slowin making paynments on its debts) which
woul d not have a material bearing on the fina
determination of credit worthiness.

3- 70. CONFERENCE W TH THE SPONSOR/ OANER REGARDI NG PRQJECT DESI GN.

Prior to subm ssion of the Conditional Comm tnent
Application, the Design Representative designated at the
Fund Reservation stage nust work closely with the design
architect to ensure conpliance with HUD design and cost
st andar ds.

A

Initial Meeting. Inmediately upon receiving its
Notification Letter of Selection for a Fund
Reservation, contact nust be nmade with the designated
Desi gn Representative to arrange a neeting to discuss
proj ect design and architectural considerations.

Attendance. The neeting should be attended by the:



1. Representati ves of the Sponsor and Owner
2. Consul tant (if any)
3. Desi gn Architect
4. HUD s desi gnat ed Design Representative
5. Di rector of Housi ng Devel oprent
6. Mul tifam |y Housi ng Representative
C. The Design Representative nust be concerned with any

design characteristics that could affect project
econom cs, and must assure that the project will not be
of el aborate design and extravagant material s.

1. Rem nd Sponsor of its signed certification to
comply with HUD s design and cost standards

2. Di scuss particular prohibited itens and Sponsor's
financial responsibilities if they elect to
i nclude any such features in the design

NOTE: Certain items may not be included
whet her or not paid for with Sponsor's
funds if the inclusion of same results
in keeping with the objectives of the
program such as, providing for nursing
stations.
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3-71. SECTI ON 106(b) "SEED MONEY" LOANS. Although the Section

106(b) reservations were nmade in the Sponsor's nane, the
Omer will be the recipient of the | oan proceeds and
responsi ble for | oan repaynent. To transfer the Section
106(b) reservation to the Omer, the foll ow ng procedures
must be foll owed:

A Notification of Section 106(b) Fund Reservation. Upon
recei pt of the confirmed copy of Form HUD- 92290 from
OFA, the Murtgage Credit staff will prepare a letter
notifying the Sponsor of the Section 106(b) reservation
with instructions that any future documents submitted
in connection with the Section 106(b) | oan nust be in
the nane of the |egally-forned Owmer corporation. A
copy of the confirnmed copy of Form HUD- 92290 nust be
sent with the letter, along with the follow ng bl ank

forns:
1. HUD 92291 - Loan Contract and Trust Agreenent
2. HUD 92289 - Requi sition for Advance of Funds

from Section 106(b) Nonprofit
Sponsor Assi stance Fund

3. SF 1199A - Direct Deposit Sign-Up Form



NOTE: Refer to Chapter 3 of Section 106(b) Handbook
4535.3 REV-1 for the nunber of copies to be
sent to the Sponsor and other rel evant
i nformati on.

B. Submi ssi on of Loan Docunents. when ready to request
di sbursenment of Section 106(b) |oan proceeds, the Loan
Contract and Trust Agreement, Requisition for Advance
of Funds and Direct Deposit Sign-Up fornms nust be
prepared and executed by the |l egally-formed Omer.

3-72. AFFI RVATI VE  FAI R HOUSI NG MARKETI NG PLAN (AFHWP). Sponsors
that have not already submitted an AFHWP are to be reni nded
that one must be approved prior to the issuance of a
Conditional Commitnent. FHEO staff are available to provide
techni cal assistance in the conpletion of the form
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