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SUBJECT: HOPE 2 Inplenentation Grant |ssues (L-1458)

This responds to your el ectronic mail nessage dated
January 26, 1993 to David Cooper, Monica Jordan and mnysel f
regardi ng the foll ow ng issues.

The first issue concerns a planning grant recipient which

pl ans to acquire the property fromthe RTC prior to applying for
an inplementation grant with the belief that it will still be
eligible to apply for the inplenmentation grant to pay off the
bridge | oan and fund the honeownership program You believe that
an argunent could be nmade that the original property eligibility
status under the planning grant could confer permanent eligibility
whi ch woul d apply to the inplementation grant.

The HOPE 2 statute establishes two distinctly separate

application processes for the planning and inplenentation grants.
For each grant application, the applicant nust identify and
describe the property. (See, sections 422(c)(2)(C and
423(d) (2) (E) of the National Affordable Housing Act). It is our
opi nion that the reason the requirenents for both the planning and
the inplenmentation grants specify that the property be identified
and described is to enable HUD to deternine the eligibility of the
property at the time the particular type of application is being
submitted. W do not believe the statutory | anguage woul d support
the extension to the inplenentation grant application of an
eligibility deternmi nation nade at the planning grant stage.

The second question is whether property which is financed by

a Federal, state or local agency could be considered to be property
"hel d" by that agency in the same manner as section 202 properties
are "HUD hel d."

Section 426(3) of the HOPE 2 statute defines "eligible

property.” Included anong eligible properties are those which are
"(A) owned or held by the Secretary" and "(B) financed by a | oan
or nortgage held by the Secretary ...." Sone tine ago, the HOPE

2 working group discussed the confusion caused by the phrase "owned
or hel d" because of the different neanings in Departnental parlance
attributed to each word. That is, the word "owned" traditionally
is used in connection with the holding of title to property and the
word "hel d" traditionally is used in connection with the holding



of a nortgage as security for debt on the property. The group
consensus was that the term"owned or held" as it appears in
subsections (A) and (D) would be read as "owned" only. W believe
such an interpretation is warranted gi ven the distinctions between
subsections (A) and (B). That is, if subsection (A) were intended
to cover not only property owned by the Secretary but al so
nortgages held by the Secretary, there would be no need for
subsection (B). Therefore, when the RTC holds a nortgage on
property, it may be considered a nortgage "held" in the same way
that section 202 nortgages are "hel d" by the Secretary. However
under this interpretation, property that is subject to a nortgage
held by the RTC is not eligible property.

The third i ssue concerns whet her section 202 housi ng coul d be
eligible property under the HOPE 2 programif it is devel oped only
as a cooperative. Since your questions relate to restrictions and
perm ssi bl e actions under the Section 202 program we defer to
either M chael Reardon or Betty Park, program counsel for the
section 202 program



