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  Subject:  Financial Statement Requirement for Sponsors Under

              the Capital Advance Program

     The Department has received inquiries from several Field

Offices regarding our requirement for current financial statements

on the Owner and sponsor as part of the conditional/firm

stage of processing for 1992-funded projects.

     Notice H 92-45, Fiscal Year (FY) 1992, Policy for Capital

Advance Program Requirements for the Section 202 and Section 811

Capital Advance Programs, required the sponsor to capitalize the

owner before the submission of the conditional commitment

application in the amount of the committed funds, less any funds

that have been expended for start-up expenses.  Committed funds

are the minimum capital investment, estimated start-up expenses,

and any associated development or operating costs relating to

items not covered by the capital advance.

     Item 13 on page 1-10 of HUD Handbook 4571.5, Supportive

Housing for the Elderly - Conditional Commitment - Final Closing,

requires current financial statements on the Owner and sponsor.

The instruction does not require that the sponsor capitalize the

owner before submitting the conditional commitment.  The

instruction, as it applies to the FY 1992-funded projects is

incorrect.

     There is, therefore, no need to obtain the sponsor's

financial statements as the Owner will already be capitalized.

If additional funds are needed to meet the estimated financial

requirements to close the project, the sponsor will, at that

time, be required to submit financial statements or evidence of

additional capitalization of the owner.

                                   ______________________

                                   James E. Schoenberger

                                   Associate General Deputy

                                     Assistant Secretary
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