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CHAPTER 9. FIELD OFFI CE PROCESSI NG AND ADVERTI SI NG EXPENSES

9-1 PURPOSE. This chapter provides instructions for the control of FHA
processi ng expenses, Section 202 inspection fees and adverti sing
expenses, and Property Disposition advertising expenses. Contro
functions for FHA processing expenses, Section 202 inspection fees
and advertising expenses, and Property Disposition advertising
expenses are also included in this chapter. Control for all of these
categories are sinilar.

9-2. DEFINITIONS. This Section provides definitions of the various
activities that are authorized to incur expenses for processing and
related activities. For any other processing activities not included
herein, a request, conplete with justification, nust be submitted to
the Funding Control Division in Headquarters. These requests wll be
approved on a case-by-case basis and funded accordingly.

A, SINGLE FAM LY

1. Inspections: This category pertains only to construction
i nspections. Inspections of newy constructed or
substantially rehabilitated properties are perfornmed to
assure insurability, and defaulted properties are inspected
to assure reinsurability. Casualty inspections are also
performed under this category. Casualty inspections are
performed when damage occurs resulting fromfire, flood,
eart hquake, tornado or vandalism

2. Mrtgage Credit Exanminations: This category pertains to the
exam nation, by contractors, of the credit-risk of an
applicant for FHA I nsurance, as well as exami nation of the
mort gage credit worksheet prepared by the | ender

3. Field Review of Appraisals: Ten percent (10% of all
apprai sals perforned for Single Fam |y I nsurance are to be
reviewed. This activity may be perforned by contractors.
This is a quality control reviewto see that HUD is getting
good appraisals on the units it insures.

4. Architectural Reviews: Contractors may revi ew proposed pl ans
(bl ueprints) and specifications (kind and quality of
construction materials) to determine if a dwelling proposed
for construction under the plans and specifications will be
i nsur abl e.
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5. Field Reviews of Conpliance Inspections: This is a quality
control check performed by contractors on construction
i nspections prepared by Single Fam |y I nspectors.

6. Mrtgage Credit Insurance Endorsenents: Contractors nay review
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the lender's closing package for overall conpliance with
policies and procedures. Also authorized under this category
of activity is CHUMS data entry for the insurance endorsemnent.

Di rect Endorsenment Technical Reviews (Valuation): Contractors
may performa quality control review and rate the direct

endor senent | enders apprai ser on how he or she did in val uing
a property.

Di rect Endorsenment Technical Reviews (Mrtgage Credit): After
di rect endorsenent, contractors may performa quality contro
review and rating to determne if the staff of a direct

endor sement nort gagee are doing an adequate job in underwiting
a prospective borrower.

Case #/ Apprai ser Assignnents: At the beginning of the

i nsurance endorsenent process, contractors may be enpl oyed to
assign a case nunber and an appraiser in response to a lender's
request for such services. This activity includes CHUMS data
entry for the applicable case nunber and other rel ated
informati on fromthe | ender's case nunber request sheet.

B. MJILTIFAM LY

1

I nspections: This category pertains to construction

i nspections for FHA-insured processing. Fee inspection
services are those ordinarily perfornmed by Multifamly
Construction Analysts or Construction Representatives.

Apprai sals: This category pertains to the valuation of a
Multifami |y property as security for a long terminsured
nortgage. Assignnents for fee appraisals are pernitted only
for 1) Site Appraisal and Market Analysis (SAMA) processing
under Section 221 of the National Housing ACT (Act) and 2)
conmi t nent processing under Section 223(f) of the Act. Fee
apprai sers may perform an apprai sal or reappraisal during SAVA
processi ng stages for Section 221 cases and conm t nent
processi ng stages for Section 223(f) cases. Prior Headquarters
approval is required to use fee appraisers for processing
applications for other programs or stages of processing.

Cost Analysis: Prior Headquarters approval is required to use
fee personnel for cost analysis. Fee cost analysts may perform
those functions typically perforned by the cost analyst in the
Architectural /Cost Branch within the Field Ofice.
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Managenent: Fee personnel may be utilized to inspect the
physi cal condition and the quality of maintenance operations
ininsured projects. |In addition, such personnel are
utilized in Transfer of Physical Assets (TPA) transactions
for insured and HUD-hel d nortgages. Prior to a foreclosure
sal e, fee personnel are used to provide the appraised val ue



of HUD-hel d properties. HUD uses the appraisal to determ ne
the bid price to be submtted at the forecl osure sale.

9-3. REQUESTS FOR FEES AND ADVERTI SI NG EXPENSES

A. Introduction: Headquarters cannot geographically allocate funds
for the various processing categories and advertising expenses
since the commitnments are made at the Field Ofice | evel and
based on needs at the field level. For this reason the Field
Ofices are required to report their comrmitnents and projected
needs on a regular basis. This Section outlines procedures for
requesting funds for processing activities and adverti sing.
Requests for funds should be sent to the Funding Control Division
in Headquarters by the Regional Ofice.

B. Quarterly Request for FHA Processing and Single Family PD
Advertising Expense Funds: Requests for funds nust originate in
the Field Ofice and be subnitted to the Regional Ofice six
weeks prior to the beginning of the next quarter. The request
shoul d i nclude informati on needed to substantiate the request.
(See paragraph 8-3.E below) The Regional Ofice will review the
Field Ofice requests and send a consolidated request to
Headquarters no later than four weeks prior to the end of each
quarter of the fiscal year. Field Ofices and Regional Ofices
shoul d keep in mnd when estimating the first quarter needs that
al | assigned, but unpaid FHA Processi ng and Advertising Expense
funds expire at the end of each fiscal year. Any vouchers paid
after Septenber 30 will be charged to the funds provided for the
first quarter of the new fiscal year. Every effort should be
made to keep this carryover commtnent at a mninmum Al
requests for funds should include the follow ng information.

1. Balances in Category: The Ofice should indicate the current
or projected bal ances of funds in the category needed.
Unused bal ances in the FHA processing categories carryover
fromquarter to quarter, within the fiscal year

2. Projected Wrkload: The request should include information
on the workload for the period in question. The request
shoul d show what portion of the projected workload is to be
conpl eted by HUD staff and what portion is to be conpleted
by fee personnel or contractors. This applies to FHA
processing activities only.
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3. Justification: The Ofice nmust justify the request by
expl ai ni ng why HUD staff cannot conplete the projected
wor kl oad. Justification usually denpbnstrates that projected
wor kl oad exceeds staff capacity; the office anticipates
unusual |y high use of sick and annual |eave; office staff
| acks certain skills; etc. For advertising expenses, a
revi sed budget is required.
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4. Fundi ng Request Sunmary: To show the total funds required
| ess the projected bal ance on hand. The anmpbunt renmining wll
represent the net anount requested.

Semi - Annual Request for Section 202 |nspection Fees: At |east

sem -annual |y, the Regional Ofices should survey the Field Ofices
for Section 202 inspection fee needs. The surveys should be in
early March and August to determine the needs for the next six

mont hs. The report fromthe Field Ofice to the Regional Ofice of
Housi ng shoul d include information as foll ows:

- Total of funds dishursed for projects that are conplete (see
"Purge Project 1" line on PAS A96CYCA report). Show on first
I'i ne.

- Section 202 project nunber (s) for all projects not fully
di sbursed and any new projects.

- Previously Issued. Include all obligated amounts (via
HUD- 3650) both prior year and current year

- Projected Needs. Show by quarter. Include increases required
for projects already reserved and anounts For new projects.
Show decreases for projects with surplus obligations. These
amounts will be available for reassignnent to other projects.

- Total Funds Required. Represents total of all projected
needs.

- Units. Show units applicable to all projects requiring
i nspecti on.

- Start and Conpletion dates for all projects |isted.

The request for Section 202 inspection fees will be reviewed in the
Regional Ofice to deternmne if the request is reasonable. Various
ADP systemreports such as MDLIS Report 2088, PAS Reports A96CYCA
and A96CICA will be used in this review, therefore, it is inportant
that the data In the systenms be current and accurate. The Regi ona
Ofice will consolidate the Field Ofice reports and request the
addi tional funds from Headquarters
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Speci al Requests: Special requests may be subnmitted to the

Regi onal O fice for any of the processing categories and
advertising expenses. The Regional Ofice will generally keep a
smal | reserve for special requests and urgent needs. Any |arge
request will require a supplenental allocation from Headquarters
and will require four to six weeks. The special request should
be sent to the Regi onal Housing Director with conplete
docunent ati on of needs and the justification for the increase.

FUND ASSI GNMENTS. The assi gnnents of FHA Processing and Section 202



| nspections Fee funds are made by the Funding Control Division in
Headquarters, and are based upon requests from each Regional Ofice.
The Funding Control Division is dependent upon the requests and
reports made by the Regional Ofice for estimating the nationa
needs; therefore, it is very inportant that the reports of usage and
requests for funds be tinely and accurate. For nore detailed
informati on on fund assignnents, refer to paragraph 3-8.

SUBASSI GNVENTS. When funds are requested, reviewed, and approved the
Regi onal Admi ni strator subassigns themto the Field Ofice Manager
The subassi gnment is conmmuni cated by the applicable form HUD 185. 1

wi th an acconpanyi ng nmenor andum addressed to the O fice Manager. FHA
processi ng and PD advertising expense funds are subassi gned on the
same form (Appendix 2.4), and Section 202 inspection fees and
advertising expenses on a different form (Appendix 2.3). The

HUD- 185. 1 and cover nenorandum are prepared by Regional Ofice of
Housing staff. For nore detailed information on subassi gnnent
formats see paragraph 5-3.

TRACKI NG ASSI GNED FEES

A, Introduction: A Field Ofice nust never reserve nore funds than
have been assigned. In the case of Section 202, funds are
committed to a specific project and the di sbursenent shoul d never
exceed the funds obligated to that project.

B. Definition - bligation at the Voucher Approval Stage: For sone
fee categories, obligation should be tracked at the tinme the
voucher is approved for paynent by the Field Ofice staff. When
work is conpleted by a fee panel nenber, the dollar anmount of the
approved voucher should be considered comrtted and the avail able
bal ance reduced by that anount. This applies to the follow ng:

1. Single Famly
(a) Inspections
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2. Mul tifamily

(a) Inspections

(b) Appraisals

(c) Cost Analysts

(d) Managenent | nspections

C. Obligation at Contract Commitnent Stage: Fund obligations should
be tracked at the contract commitnent stage for the foll ow ng
single fam |y categories:

Fi el d Revi ew of Appraisals
Architectural Reviews

Fiel d Reviews of Conpliance inspections
Mortgage Credit Exam nations

PoNE



5. Mortgage Credit |nsurance Endorsenents

6. Di rect Endorsement Technical Reviews - Valuation and
Mort gage Credit
7. Case Nunber/ Apprai ser Assi gnnents

The contract conmmitnent stage for these categories occurs where
either a purchase order is signed by the Regional Contracting
Oficer, or a contract is executed by both HUD and the person or
business to performthe service(s). nligations nust be tracked
at the contract commi tnent stage because the signed purchase
order or executed contract obligates these funds and prevents
them from bei ng used for other fee expense categories. The
anount conmitted is the funding level stated in the purchase
order/contract. Such funds only becone avail able for

reconmm tment after a purchase order has been terminated for
cause, resulting in the recovery of obligated funds, or a
contract has been amended to reflect the actual funds disbursed.
The anmount committed for these categories should therefore be
adjusted to reflect revised contract comm tnents.

D. bligations of Single Family PD Advertising Expenses: Purchase
orders/contracts are to be used when acquiring advertising
services in accordance with Chapter 1-10, Handbook 4320.1 REV 1,
Property Disposition Contracting. Obligations nust be tracked at
the contract commitnent stage similar to paragraph 9-6.C. above.
The funding | evel included in the purchase order/contract
represents the commtted anmount to be reported.

E. Ledgers for Tracking Commitnents and Di sbursenments: Al offices
must maintain a systemfor recordi ng assigned funds, and for
tracking conmitnents and di sbursenents. Al offices, both
regional and field, are encouraged to automate their systens and
expand on the m nimumrequirenments set out in this Section. The
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tracking systemnmay be sinmilar to a checkbook register and shoul d
include but not be limted to (1) DATE (record date of transaction);
(2) TRANSACTION (include a brief description of action); (3)

OBLI GATI ON (show dol | ar anount of conmitnent; (4) CREDIT (record
credits such as additional funds being assigned or credits due to
previously over estimating); (5) BALANCE (a runni ng bal ance).

F. Mnthly Fund Commitnent Report: The Single Family and Multifamly
Fee Commitnent Report is due in the Regional Ofice the second
wor ki ng day followi ng the end of each nmonth. See Appendix 8 for
the report format for FHA Processing and SFPD Advertising fund
commitnents (RVMS H -00506R). For all FHA processing categories
and for PD advertising expenses, the Field Ofice should report
the cunmul ative fiscal year to-date conmtnent.

Conmitments and di sbursenents for Section 202 inspections and
advertising are tracked in PAS by RAD and a nonthly report is
generated. The A96CYCA Report from PAS shows cunul ative



obligations and disbursenents for each project. This report
shoul d be used to reconcile the tracking | og kept in the Field
Ofices. Mnthly usage reporting by the field is no | onger
required for Section 202 Inspection Fees.

9-7. SECTION 202 | NSPECTI ON FEES

A

Fi scal Year Subassignnent and Fund Reservation: Funds assigned
to the Region for Section 202 inspections are based on needs
surveys perforned in the Field Ofices and verified by the

Regi onal O fice. The subassignment of an allocation for fee

i nspections is by formHUD 185.1 and carries a "HE" program
designation in the subassignment nunber. Fees subassigned are
project specific and a listing of projects for which funds are
subassi gned nust be attached to the HUD-185.1 or included in the
transmttal nmenorandum The list nust include the project nunber,
units and the anobunt of Section 202 |nspection funds ear marked
for each project. This project specific information will be the
basis for fund reservations in the PAS. Funds reserved may be
transferred fromone project to another within a field office by
menorandum  The nenorandum requesting the transfer should be
addressed to the Regional Director of Housing and include a
revised listing indicating the transfer. No conmtnents may be
made by the Field Ofice until the transfer is approved and the
RAD has entered the transfer in PAS. Transfers between Field
Ofices require a HUD 185.1

Tracking Commitments and Di sbursements: A control |og should be
establ i shed by each Field Ofice and used to account for

i nspection fees subassigned/reserved, obligated, and disbursed.
The | og should provide at |east four colums. Colum | should

i ndi cate, by
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project, the total fees subassigned/reserved to each project at
the end of the prior fiscal year plus any fees

subassi gned/reserved in the current fiscal year. The first line
of Columm | should indicate the cunulative total fees disbursed
on all conpleted projects that have received fees and are no

| onger active. (Use Purge Report 1 total from A96CYCA report).
The last line will be the total of all fees subassigned/reserved
and not withdrawn by a HUD-185.1. A project will only be renoved
fromthe log at the end of the fiscal year. Colum |l should
indicate the fees obligated by the Appraisal Inspection or Credit
Anal ysi s Assignment (form HUD-3650) for each project that has not
been fully disbursed. Colum |1l should indicate the total fees
for which vouchers (SF-1034) have been submitted to RAD for
paynent. This colum will be helpful in determ ning the

compl etion of the work assignments as evidenced by the subm ssion
of the voucher. Colum IV will show the unobligated bal ance
(difference between Colum | and Colum 11). The outline above
is a mnimmand my be expanded to the needs of individual Field
Ofice.
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At the end of each nonth, Field Ofices nust reconcile their
control log with the nonthly PAS reports; in particular, the
A96CI CA, Status of Funds Report and A96CYCA, Grant Status Report.

Assi gnnent and Paynment of |nspectors: Prior to an inspection
assignnent to a fee inspector, the Field Ofice will prepare a
form HUD-3650. This assignnent is for one inspection and the

i nspection should be conpleted within 30 days of the date of the
assi gnnent. The inspector should be advised of the maxi mum fee
all oned. The HUD- 3650 shoul d be given a control nunber to
facilitate matching RAD s copy with the copy subnitted with the
i nspector's voucher. Copies of the HUD-3650 will be given to the
i nspector and a copy will be sent to the RAD for recordation of
the coomitment in the PAS. The inspector will conplete his/her
portion of the HUD 3650 and subnit it with the inspection report
to the Field Ofice. Wen the Field Ofice concludes that the
wor k has been satisfactorily conpleted, the HUD- 3650 will be
signed and returned to the inspector. The signed copy nust be
attached to the inspector's SF-1034 (voucher) and be subnitted to
the Field Ofice. The Field Ofice will process the voucher and
submit it to the RAD for paynent. The signed HUD 3650 subnmitted
with the voucher must be the original HUD 3650; the date of the
i nspection may not exceed 30 days fromthe assigned date; and
only one inspection rmay be included on each HUD 3650.

SECTI ON 202 ADVERTI SI NG EXPENSES

A

Fi scal Year Subassignnent and Fund Reservation: The subassi gnment
of funds for Section 202 Advertising Expenses is by form
HUD- 185.1 and carries a "HE" program desi gnation
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Once the newspaper(s) has been selected and the estimated cost is
determned the Field Ofice sends the newspaper(s) a copy of the
advertisement and a voucher, SF-1143, Public Voucher for
Advertising. The voucher is conpleted and signed by the
newspaper and is returned to the Field Ofice. |f acceptable,
the Field Ofice approves the voucher and subnits It to the RAD
for recording in PAS. Fund reservation and obligation is based
on the approved SF-1143.

Tracking Commtnents: A control |og should be established by
each Field Ofice and used to account for advertising expenses
subassi gned and obligated. The |og should provide at |east three
columms. Columm | shoul d include each fund subassi gnnent,

i ncludi ng date and subassi gnnent nunber. Colum Il should
i ncl ude each individual advertising expense reserved based on
approved vouchers (SF-1143), and Colum I11 should show the

unobl i gat ed bal ance. At the end of each nonth, Field Ofices
must reconcile their control log with the nonthly PAS reports.
In addition, they will need to work closely with RAD staff to
establish a practical nethod for nonitoring and tracking the 202
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Adverti sing Expense funds.

CONTRACTUAL CATEGORI ES

A

I ntroduction: This Section provides guidelines for tracking
conmitnents and di sbursenents of funds obligated under contracts
for certain categories of work such as Field Reviews of

Apprai sals, Architectural Reviews, Field Reviews of Conpliance

I nspections, Mrtgage Credit Exam nations, Mrtgage Credit

| nsurance Endorsenents, Direct Endorsement Technical Reviews
(both Mrtgage Credit and Val uation); and Case Nunbers/ Apprai ser
Assignnents. It also provides an overview of the
responsibilities and procedures for executing these contracts.

HUD Administration Staff Responsibilities: The Regiona
Contracting Oficers (RCOs), under the Regional Directors of

Adm ni stration, are responsible for the award and admi ni stration
of the purchase orders/contracts. In cases where the doll ar
amount will not exceed $10, 000, the awards may be made by the
Regi onal Administrative Services Division (ASD). The RCO ASD is
responsible for issuing all solicitations and synopsi zi ng
requirenents in the Commerce Business Daily, when necessary.

HUD Housing Staff Responsibilities: Field Ofice Housing staff is
responsi bl e for determ ning whether the use of fees in

contractual categories is necessary for subnitting an appropriate
request for fees to the Regional Ofice. Regional Housing staff
coordinates with the RCOto informhimher of the Ofices that

intend to use fees in contractual categories and the anounts of

fees requested. The Housing Field staff will be responsible for
designating a Governnment Technical Representative (GIR) for eval uating
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quot es/ proposal s received in response to a solicitation issued by
the RCO (Note that conpetition cannot be linited to current fee
personnel, but nust be open to all entities). Once the quotes or
proposal s have been received, the GIR(S) nust eval uate them based
on the technical qualifications listed in the solicitation, nake
their recomendation(s) for award, and forward the following to
the RCO who shoul d receive an award; the estimated nunber of
reviews allotted to each offeror who is recomended for award;
and, the justification for the recomendation(s).

Housing staff is also responsible for tracking usage of fees and
for ensuring that usage does not exceed the anobunts subassi gned
and under contract.

Contractual Category Fund Requests and Assignnents: Because of
the amount of staff work involved in executing purchase
orders/contracts, staff should initially establish purchase
orders/contracts for a fiscal year period. Purchase
orders/contracts cannot be executed until sufficient funds have
been subassigned to a Field Ofice to cover the funding |levels
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established for all purchase orders/contracts. To the extent
possible, funding will be provided to cover the maxi mum work

| evel stated in the purchase order/contract. However, at the
begi nning of each fiscal year it will be necessary to fund the
nore significant contractual categories, e.g., Field Reviews of
Apprai sal s, Mortgage Credit |nsurance Endorsenents, etc., at
fifty (50) percent of the maxi mum anount required. Accordingly,
purchase orders/contracts applicable to these categories would
initially be executed with funding levels established at fifty
(50) percent of the maxi mumwork |evel. Therefore, additiona
information is needed in requests for funds in contractua
categories. The additional information includes the total funds
subassigned in the category fiscal year to-date; the total of the
maxi mum anounts in purchase orders/contracts that have been
executed; and the total amount of work given to contractors for
that fiscal year to-date. Regional Housing funding control staff
use information in the fund requests to obtain funds to cover
purchase orders/contracts for at |east a six-nonth period. |If
additional funds are needed later in the fiscal year, a request
can be subnmitted to Headquarters by the Region, and purchase
orders/contracts can be amended after the funds have been

assi gned and subassi gned.

Executing Purchase Orders/Contracts: Purchase orders/contracts
are to be of an indefinite delivery type, with a mni mum worKk

| evel and maxi mum work | evel and a funding | evel per purchase
order/contract. The m ni mum amount is the | owest |evel of work
the Department is obligated to provide to each contractor. The
m ni mum shoul d be established at a very low |l evel, and no nore
t han approxi mately one
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mont h of work for each contractor. The maxi mum anount is the
total anmount of work an Office can give a contractor during the
contract period. The funding level is the total dollar amount
avail abl e within the executed purchase order/contract. The tota
of the funding levels for all purchase orders/contracts in one
category cannot exceed the ampunt of Funds subassigned in that
category. The RCO shoul d send copies of all executed purchase
orders and contracts (including anmendnents) to the Headquarters
O fice of Finance and Accounting at: Property Expense

Division - P.O Box 23290 - Washi ngton, DC 20026-3290.

Tracki ng Fund Usage: The procedures for tracking fund usage for
contractual categories are somewhat different fromthe other fee
categories. Wth regard to the Single Fanmly and multifanmly Fee
Conmitrrent Monthly Report subnmitted to the Regional Ofice of
Housi ng, the anpbunt of usage reported in a contractual category
shoul d be the total of the funding | evels included in al

purchase orders and/or contracts executed for that category. |If
an Ofice anends its purchase orders/contracts to decrease the
funding | evel, the next nonthly fee usage report should reflect
the decrease. |If the purchase orders/contracts have been anended



and decreased, the anmount of the decrease is available for other
purchase orders/contracts in the sane category. |If the anount of
decrease is not needed by the office, or needed for sone other
category, field staff should notify staff in the Regional Ofice
of Housing. The RCCs and Field Ofice staff shall establish a
separate usage tracking systemfor each purchase order/contract.
The purpose of the tracking systemis to ensure that the anopunt
of work assigned to a contractor does not exceed the maxi mum
anount of the purchase order/contract. Therefore, a |log should
be mai ntai ned whi ch indicates the maxi num amount in the purchase
order/contract, the nunber and anmount of individual orders issued
to the contractor, and the running bal ance.

Vouchers: \Wen a contractor has conpl eted work assi gned, the
contractor should submit a voucher to the Field Ofice for
approval . An authorized staff person in Housing should initial
next to the approval line, indicating the acceptability of
services rendered. The appropriate Section Chief should sign the
SF-1034 as the approving official. The certifying officer In the
Field Ofice should certify the voucher and send it to the
Property Expense Section in OFA Headquarters) with a copy to the
Regi onal Contracting O ficer. Headquarters OFA will nake the
paynment to the contractor. Each voucher nust reference the
purchase order/contract number and order nunber under which the
wor k was aut horized and the payee's name and address on the
approved voucher nust appear exactly as it appears on the
purchase order or contract.
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End of Fiscal Year Instructions: There are special instructions
for contractual categories for the end of the fiscal year (also
see Section 8-10.D.).

Conflicts of Interest: Staff should pay particular attention to
the Conflict of Interest clause in nodel purchase orders. No
work from a nortgagee should be assigned to a contractor who is
al so an enpl oyee of that nortgagee, or who has a financia
interest in the nortgagee. Simlarly, a HUD enpl oyee shoul d not
assign fee work to a contractor to whom she/he is related by

bl ood or marriage or which could result in a violation of HUD s
St andar ds of Conduct .

9-10. PROPERTY DI SPCSI TI ON ADVERTI SI NG EXPENSES

A

I ntroduction: To strengthen controls and to deterni ne FHA fund
utilization of single famly Property Disposition advertising
expenses, funds are assigned to Regional Ofices to cover the
costs of advertising. The funds are assigned and subassi gned on
the sanme forms HUD- 185 and 185.1 used for FHA fees (see
Appendices 1.4 and 2.4). Usage of the advertising funds is to be
reported on the Single Fanily and Multifanily Fee Usage Mnthly
Report. Because the sanme fornms are used for assignments and
usage reporting of PD advertising expense funds as for fees,
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control procedures for all are contained in this Handbook

Budget s and Assignnents: Each Field Ofice should devel op and use
an advertising budget. Each Region must submit its consolidated
budget for each of its offices to Single Fam |y Property

Di sposition, Headquarters, by Septenber 15 of each year. The
advertising budget shall be based upon a percentage of the

proj ected gross sales revenue. The nmaxi mum percent age, together
with any specific additional instructions, shall be provided
annually by Single Family Property Disposition, Headquarters.

Itens that nay be included in the advertising budget include:
newspaper |istings, special display ads, nagazi nes, radio,
television, billboards, Miltiple Listing Service, Cdainms Wthout
Conveyance of Title listings, instructional sales videos, yard
signs, hone buyers seminars, flyers, brokers information
packages, brokers neetings, pronotional materials and panphlets.
Printing costs associated with eligible itenms may al so be

i ncl uded.

Itens that nay not be included in the advertising budget include:
voi ce response systens or associ ated equi pnent, office supplies,

furni shings, ADP equi prent, software, telecomunications

equi prrent such as tel ephone, tel efax machi nes, and code- a- phones,
and nultifam |y adverti sing.
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Field Ofices nust periodically review their actual advertising
expenditures to ensure that the best market exposure is being
received for the noney spent. If a Field Ofice has contracted
with an ad agency, it shoul d enphasi ze the need for cost

ef fective adverti sing.

[f, during the fiscal year, it becones apparent that the
advertising budget for a Field Ofice is inadequate to service
its annual needs, Regional Housing staff should be contacted to
determine if surplus funds exist within the Region. |If there is
a transfer of funds, the Region nust informSingle Famly
Property Disposition, Headquarters.

Should an O fice need additional funds a revised advertising
budget should be subnmitted to the Single Family Property

Di sposition Division in Headquarters, after coordinating with
Regi onal Fund Control staff.

Regi onal Offices are responsible for nonitoring their Field
Ofices to ensure that advertising budgets are established
pronptly, that budgets are within the allowable limts and that
expenditures are in line with projections.

Tracki ng and Reporting Usage: Each O fice should keep records of
the actual funded anpbunts committed in purchase orders/contracts
executed for advertising services. The contract conmtnents
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shoul d be recorded in a log or |edger as a record of the funding
commtnment. At no tinme should the anount committed exceed the
anount of advertising expense funds subassigned to the Ofice.
Each O fice nmust report its cumul ative fiscal year to-date
conmi t ment of advertising expense funds on the Single Fanily and
Multifamily Fee Commtnent Monthly Report. Because this report
is due to the Regional Ofice of Housing by the second working
day of each nonth, Property Disposition and Housi ng Devel opnent
(where fee commitnent is generally tracked) nmust coordinate the
report and neet that deadli ne.

OF FI SCAL YEAR

Introduction: At the end of each fiscal year, the remaining
bal ances of fees are affected differently, depending on the fee
category. This Section explains how the bal ances are affected.

Section 202 Inspection Fees: Any unused (unreserved) funds are
not carried over for Section 202 inspections. However, all
subassi gned funds shoul d be reserved to a specific project prior
to the end of the fiscal year in which they were subassigned. |If
funds are not obligated (HUD-3650) in the current fiscal year
funds remain reserved on that project or can be transferred to
anot her project. Funds can be obligated or transferred in future
fiscal years
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Al Oher Categories - No Carryover: For all other fee
categories, and for Property Disposition advertising expense
funds, unused fees and funds do not carry over at the end of the
fiscal year. Therefore, if an Ofice has an excess of fees or
advertising expenses, staff should notify the Regional Ofice of
Housing staff before the end of the fiscal year so that the fees
or funds can be used el sewhere. Carryover in FHA fee categories
is not available for use. Therefore, offices cannot assign fee
work in these categories until fees have been subassigned for the
new fiscal year.

Contractual Categories: If the purchase order/contract specifies
options, the contractors performance is satisfactory and the
prices are still reasonable, an Ofice may want to extend the
term of her/his purchase order/contract into the following fisca
year. This avoids the tinme-consum ng process of seeking new
contractors each year. However, the unutilized dollar portion of
the previous year's contract cannot be extended into the

foll owing year. These "unused" funds cannot be carried over to
the next year. Wile the Ofice may use the same contract, the
termof the contract, the naxi mum and mi ni num anounts, and the
funding | evel should be revised. The Ofice nust request fees
and receive a subassignment for the new fiscal year before work
can be given to the contractor.

Section 202 Advertising Expenses: Any unobligated funds are not



carried over for Section 202 Advertising Expenses, and are,
therefore, returned to Headquarters at the end of the fiscal
year.
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