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Subject:  Changes to Previous Participation (2530) Procedures

On November 8, 1991, regulations became effective requiring

all new 2530 Certificates to be reviewed by the Multifamily

Participation Review Committee (MPRC), if the principals had

defaulted on any other HUD projects.  Because of the increased

number of name matches and the subsequent referrals to the MPRC,

it was an opportune time to review the 2530 process in general

and also recent changes.

The traditional purpose of the 2530 clearance system has

been to review the manner in which principals have performed

their duties and responsibilities on their existing projects.

Unlike an administrative sanction, each certificate is project

specific and the disposition of the certificate has no effect on

existing participation.  In addition, a disapproval of one

certificate does not necessarily mean disapproval of future

certificates.  In no event is the process intended to be used in

a disciplinary or a punitive manner against principals.

For the 2530 system to work effectively, it is essential

that Field Offices input the identity of the participants

accurately.  Without accuracy in spelling and terminal input

procedures, a name match may not occur and no previous

participation review will be made in regard to activity beyond

the knowledge of the office receiving the 2530 certificate.

All 2530 certificates which result in a name match or for

which the applicant makes a separate disclosure with the

submission of the certification, must be forwarded to

Headquarters Previous Participation and Compliance Division for

disposition.
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If certificates have to be submitted to Headquarters, the

principals should be promptly notified of that fact.  In some

instances the reason for the name match will have to be obtained

from Headquarters.  Never advise the principal that the

certificate was denied or indicate that the principal is in some

difficulty with the Department.  The reasons for a name match are

varied and may be easily resolved.  The MPRC or the Participation

and Compliance Staff has the responsibility to decide whether the

principal will be approved and until that decision is made, other

activities involving the principals, with the exception of new

commitments, may proceed as usual unless you have information

that dictates otherwise.

Always make sure the certificate is filled out completely,

being certain that it is signed by both the applicant and the

authorized HUD employee.  In addition, any portions of the

certification that are deleted must be accompanied by a thorough

explanation from the applicant.  All the signatures of the

principals are not needed if the person who signs is authorized

to bind the entity.  Evidence of that authority should be

obtained and kept on file.  To avoid last minute crisis

situations, entities must submit the 2530 certification timely.

Remember, never condition a commitment on 2530 approval.  The

2530 approval should be obtained prior to the issuance of any

commitment.

If your office has knowledge of a default and/or other

reasons the certificate will require Headquarters review, submit

that information using the attached suggested format.

Information from the applicant that will be helpful to the MPRC

will include: length of ownership and/or management; how the

project was acquired; amount of capital contributions and any

documentation the applicant deems appropriate to demonstrate that

the default was beyond its control and any additional information

to support its application.  In addition, it is important that

you review their explanation and provide comments and

observations for the benefit of the MPRC.
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We have noticed that some applications have not been

submitted to Headquarters in a timely manner.  Unless there are

unusual circumstances, applications should be approved or

submitted to Headquarters within three days of receipt.  If your

office is responsible for the name match and an explanation is

necessary, up to a ten day turnaround is acceptable.  If your

response is in the form of a denial recommendation, in addition

to the appropriate documentation, you must obtain the concurrence

of your counsel.  Appropriate documentation for cases involving

defaults will be the Project Analysis Worksheet Form 9815 and the

Failing Project Checklist Form 5815.  For management reviews and

physical inspections, the summary of the findings will be

sufficient.  For routine information and recommendation

requests you may use CC:Mail to communicate your recommendation

with a signature on the print-out along with documents to follow

in the mail.  You may also Fax those documents in emergency

situations.

Most of the reasons for making an entry into the system are

listed in HUD Handbook 4065.1 and the regulations in 24 C.F.R.

200.230.  All defaults must be entered without regard to cause.

Other reasons for entry include below average and unsatisfactory

management reviews, unauthorized secondary financing or transfer

of physical assets, unsatisfactory physical inspections and a

breach of any contract with the Department.  These items are to

be entered after 90 days have elapsed from the date of notice to

the responsible parties and a determination made that there has

been no satisfactory response.  A satisfactory response should

address the findings and provide an acceptable timetable for

resolution.  Do not enter names into the system that cannot be

attributed to the owners or management.  A high vacancy rate, for

example, is a problem, however, if it is not attributable to

mismanagement, there is no basis for an entry.  You are reminded

that entries into the 2530 system should never be made to

threaten or otherwise attempt to leverage the Department's

position.  The Director of the Housing Management Division is

required to concur on any entry other than defaults.
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This notice is in no way intended to alter Mortgagee Letter

91-31 which states "that HUD will not process applications for

mortgage insurance if an applicant has delinquent Federal debts."

Finally, many name matches are the result of offices not

removing their entries when the reason for the entry has been

corrected.  Therefore, it is essential that you reconcile your

entries and remove all of them that are no longer applicable with

the exception of defaults and other items that normally are

required to be disclosed by the applicant.  Please note that

Notice 88-16 contained this information and it must be adhered to

in order to reduce the number of improper name matches.

If you have any questions or comments concerning this

information, please contact the Participation and Compliance

Division at 8-202-458-3776.

                 ______________________________________

                 Arthur J Hill

                 Assistant Secretary for

                  Housing-Federal Housing commissioner

Attachment

_____________________________________________________________________

                     2530 INFORMATION SHEET

PRINCIPALS ________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

PURPOSE FOR CLEARANCE _____________________________________________________

_______________________________________________________________________

HISTORY OF PARTICIPATION __________________________________________________

_______________________________________________________________________ 

REASON FOR ENTRY (Flag) ___________________________________________________

RECOMMENDATION (WITH EXPLANATION) _________________________________________

_______________________________________________________________________ 

_______________________________________________________________________ 

OGC CONCURRENCE (NEEDED FOR DENIAL RECOMMENDATION) ________________________

_______________________________________________________________________ 

_______________________________________________________________________

COMMENTS ON THE APPLICANTS RESPONSE TO YOUR REASON FOR ENTRY 

