ATTACHVENT TO APPENDI X 8

ELI G BLE/ REASONABLE COSTS FCR HDG PRQJECTS
PROJECT FI NANCI AL SETTLEMENT STATEMENT

ELI G BLE/ REASONABLE COSTS:

Line A 3. Ceneral Requirenments - Allowance includes, but is not limted to,
supervision, field engineering, state/area office expense (including clerica
enpl oyee' s wages), tenporary sheds, toilets, tool storage and shops,
temporary heat, water, |ight and power for construction, equipnent rental (it
not included in trade itemcosts), clean-up and rubbi sh di sposal, building
permt, watchmen's wages and/or theft and vandalisminsurance (or allowances
for such | osses), nedical and first-aid facilities, tenmporary wal kways and
fences, sidewal k and street rental, tenporary roads, sidings and docking
facilities. Items will vary due to project type, location and site

condi tions.

Line A.4. Builder's CGeneral Overhead - Allow up to two percent (2% of the
sum of Lines A 1. (Land Inprovements); A 2. (Total Structures); and A 3.
(CGeneral Requirenents). May be clained only once

Line A5. Builder's Profit - Enter the ampunt (not the percentage) approved
in the HUD-90031, (Section G, Line 5.) at the tine of preparation of the
HUD/ G antee Grant Agreenment. Builder's profit may be clained only once. HUD
does not recogni ze as "builders profit", profit clainmed by an identity of
interest contractor if that contractor has subcontracted a majority of the
work to one subcontractor

Line A 7. Other Fees - Allowance includes, but is not linmted to, site and

t opographi ¢ surveys, test borings, subsurface explorations, soil testings and
utility tap fees (other than those included in subcontracts). Sone of these
expenses may be borne by architects; exercise care to prevent duplication of
cost all owances.

Line A 11. Construction Interest - Allowance for construction interest wll
run, no longer than 60 days after the date of substantial conpletion. For
project with FHA nortgage insurance or coinsurance, "the cut-off" date used
for the HDG program shall be the sanme as that used for purposes of the

i nsured or coinsured | oan.

Line A 12. and A 13. Taxes and Insurance - The time frame for these itens
shoul d be consistent with Line A 11. above. Insurance for fire, w ndstorm
ext ended coverage, liability and other risks customarily insured in the
community during construction is permtted. It does not include worker's
conpensation and public liability insurance, which are usually included in
the contractors costs.
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Li ne A 15. Examination Fee - Include fees charged by the construction and
permanent | ender for the examination and processing of the project |oan
application and nortgage i nsurance processing fees. if the Owmer has paid for
an appraisal, engineering or cost analysis, such fees may be reflected. No
fee may be clainmed by the G antee.



Line A1 6. Inspection Fee - Enter anount charged by nortgage insurer or
construction lender as a condition of making the | oan. No fee may be cl ai ned
by the Grantee. Were the G antee del egates program adm nistrative
responsibilities to the State Housing Fi nanci ng Agency (HFA), an inspection
fee may be claimed by the HFA

Line A 17. Financing Fee - Ampbunt charged by the construction and permanent

| ender (s) for making the | oan. Fee may not exceed three and one-hal f percent
(3.5% of the anpbunt of the pernmanent |oan. Any fees in excess of 3.5%should
be reflected on Line B.4., Discounts up to the nmaxi mum pernitted.

Line A.18. Title and Recording - Allowance includes recording costs for al
| oans and nortgages, nortgage and stanmp taxes, and the cost of survey and
title policies in connection with construction and permanent | oans.

Line A 19. Legal - Include expenses incurred by the Omer for |egal services
required in connection with the Project. The sum of |egal and organi zationa
line itenms, Lines A 19. and A 20., may not exceed two percent (2% of the
Total Devel opnent Cost or $90, 000, whichever is less. if an anount greater
than $90, 000 was negoti ated and approved on the HUD 90031, the anount
approved will be permtted.

Line A 20. Organi zation - Includes expenses incurred by an Ower to initiate
a project, its planning, financing, construction, and control and nmanagenent
of the construction of the project through final closing of the pernmanent

| oan. See HDG Application Packet, Part M1, for discussion of "Organization"
activities. The sum of |egal and organizational line itens, Line A 19. and
A.20., may not exceed two percent (2% of the total Devel opnment Cost or

$90, 000, whichever is less. If an anount greater than $90, 000 was negoti at ed
and approved on the HUD- 90031, the anount approved will be pernitted.

Line A 21. Cost Certification Audit Fee - Includes anobunt paid by Oaner for
cost certification of project. If project is cost certified for nortgage

i nsurance pursuant to the National Housing Act, exercise care to prevent
duplication of this charge

Line A 22. Contingency Reserve - Reflect actual amunt drawn from contingency
reserve.
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Line A 23. Relocation - Include costs incurred as a result of relocation
activities described in Part | of the approved application or as anmended by
the Grant Agreenent. Do not include funds held in escrow to subsidize rents
for very |lowinconme tenants remamining in the project.

Line A 24. O her - Non-profits, cooperatives and nutuals, may claimup to
three percent (3% of the Total Devel opment Costs for marketing expenses.
Consul tant fees, up to one percent (1%, nay also be clained. Profit
notivated Owmer entities may claima historic preservation consultant fee
only; no other consultant fees are pernmitted for profit-notivated entities.

Line A . 25. Land Acquisition - Land held by the Owmer for three years or nore,
at the tine of application subm ssion, shall be valued by using the appraised
value at the tinme of application subm ssion, plus carrying charges incurred



fromtinme of application submission to construction start, mnus existing
debt. Land owned |l ess than three years prior to, or optioned at the tine of
appl i cation subni ssion shall be valued by using the contract price, plus
carrying charges incurred fromtime of application subm ssion to construction
start, mnus existing debt. Land involving a long termleasehold shall be

val ued by determning the anount of initial |ease paynent and the | ease fee
pai d during construction. Annual |ease fees paid after construction will be
consi dered operational expense and will not be permitted as a settlenent

cost.

Line B.3. Initial Operating Deficit Reserve - Enter the anobunt covered by a
letter of credit or in an escrow account for this purpose. Anounts in the
"Omer's" and "Actual" cost colums may not exceed the "Approved" col um.

Line B.4. Discounts - Enter any amounts paid for financing in excess of the
3.5% al |l owed on Line A 17 provided the sumof the anmounts on Line A 17 and
B.4 do not exceed four percent of the bond issue used to fund the loan, or in
the absence of bond financing four percent of the nortgage.

Line B.5. Interest Yield Costs - If tax-exenpt financing is to be used for
per manent financing, enter the anmount paid by the Ower to cover the
difference between interest paid on the proceeds and interest earned on the
proceeds where a shortfall in earnings occurred.

Line B.6. Wrking Capital - Allowance permtted in colum "Approved HUD
90031" cannot exceed 2.5% of debt financing or the anount required by the
nortgage insurer. In the colum "Actual HUD 90031" enter only the anount of
funds expended toward this eligible purpose. Do not enter the anbunt covered
by a letter of credit or tied up in an escrow account.
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Line B.7. Ofsite Construction Costs - Enter only the anbunt not accounted
for in Line A/1l., and paid for by the Omer. If off-site inprovements were
paid for from public sources, no claimmy be nade.

Line C. Initial Operating Deficit Costs - Enter any anmpount of Owner's funds
expended to date to cover project operating deficits prior to sustaining
occupancy up to the amount of Line B.3 approved.

| NELI G BLE COSTS:

BSPRA (Buil der/ Sponsor's Profit and Ri sk Al l owance) - Though nornally
permitted for HUD nortgage i nsured and coinsured project if the builder and
sponsor have an identity of interest - BSPRA is not allowed by the HDG
program An amount for Builder's Profit as described above under Line A S
however, is permtted

Devel oper's fees other than the builder's profit and organi zati onal fees.
Such fees may not be considered in the grant anount, project costs or owners
equity requirenent. However, they may be included in a | oan secured by the
project if the lender is a State housing finance agency, or the loan is
funded by bonds issued by a State housing finance agency or sinilar |oca
entity. The anmount of any devel oper's fee shall not be counted in cal cul ating
t he maxi mum grant anount.

EXAMPLE: An ldentity of Interest conpany (Conpany A) clains that they
are general contractor. Conpany B, naned as sub contractor, conpletes



the mpjority of the work and nmay al so supervi se other subcontractors. At
settlenment, Conpany A clains profit and overhead. Conpany B receives
contract amount including profit, overhead and general requirenents.

Conpany A may not claimbuilders profit or overhead, which has already
been included in the anbunt paid to Conpany B. Builders Profit nmay be
paid only once and only to the general contractor with responsibility
for construction of the project.

No fees may be clainmed by the Gantee for grant administration in that
capacity. Standard building pernit and simlar regulatory fees, property tax
paynents (or the equivalent) and financing fees for CDBG or other non-HDG
loans to the project, may all be considered in costs. However, all G antee
staff time is donated to the project. The Grantee may reinburse itself for
any HDG program expenses incurred fromany Program |Incone that nmay be

coll ected after construction conpl etion.
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