Management Certificationfor U.S. Department of Housing

Coinsured Projects ?g?fgc‘éia‘l?}:ﬁ'l'u’;!‘é:pmfm, “m“ol!'lslﬁl(l)‘m"“mm“m

(with Identity-of-Interestor ederalHousing Commissioner

Independent Management Agents)

ProjectName: FHA Project No

City & State:

Acting onbehalfof ,theProject
Owner,and ,the

Management Agent, we make the following certifications and agreements to the Lender and the Department of Housing and Urban Development
(hereinafter referred to respectively as Lender and HUD)regarding managementof the above project.

1. Wecertify that:

(2) Refund tothe projectall excessive fees collected.

a. Wehaveexecuted or willexecute, within30 daysafterreceiving

theapproval(s) required by paragraphb below,a Management
Agreement for this project. The Agreementprovides/will pro-
vide that Management Agent will manage the project for the
termand fee described below. Changes in the termor fee will be
implemented only inaccordance withLender/HUD'srequire-
ments,

(1) Termof Agreement:

(2) Fees:
a. _____%ofresidential income collected
b. ___ % ofcommercialincomecollected
*c, ___ %ofmiscellancousincomecollected

d. Specialfees: YesJ:L NoJ:L

(Ifyes, describe in paragraph4 of Attachment 1.)
(3) Calculationof Estimated Yield. (See Attachment 1.)
. We will disburse management fees from project income only
after:
(1) Wehave submitted this Certification to the Lender.
(2) Lenderhas approvedthe Agentto manage this project.
and
(3) Hrequiredby HUD'sadministrative procedures, Lender has
approved the management fee.

. We understand that no fees may be earned or ﬁaid after the
Lender or HUD has terminated the management agreement.

d. Ifthe Lender determines that the managementfeeis excessive,

(3) Reduce any management fees payable by any excessive
amounts included in them.

(4) Makeany required reductions and refunds within 30 days
after the date of:

(@ Lender'snotice thatthe feeis excessive,if noappealis
filed.

or

(b) Lender'sdecisionletter onthe appeal, if an appeal is
filed.

. The Agent certifies that the Management Entity Profile, dated

,isaccurate and currentasof the
date of this Certification. The Agentagreesto submitan updated
profile whenever thereis asignificant changein the organizationor
operations of themanagement entity.

. Weagreeto:

a. Comply with this project's Regulatory Agreement, Mortgage
and Mortgage Note, any Subsidy Contractor Workout/Modifi-
cation Agreement, and any applicable Lender and HUD hand-
books, notices or other policy directives that relate to the
management of the project.

b. Comply with HUD requirements regarding paymentand rea-
son-ableness of management fees and allocation of management
costs between the management fee and the projectaccount.

¢. Purchase goods orservices fromindividuals or companies hav-
ing an identity-of-interest with the Owner or the Management
Agentonly ifthe charges levied by those individuals or compa-
nies are not in excess of the costs that would be incurred in
making arms-length purchases on the open market.

. The Agentagrees to:

the Agent will: ) )
(1) Within30 daysof Lender'snotice that the feeis excessive, a. Ensure thatall project expensesare feasonable namountand
cither: necessary to the operation of the project.
a. Reduce the fee to an amount the Lender determines to be b. Exertreasonable effort to maximize projectincome and to take
reasonable. advantage of discounts and credit the project withall discounts,
or rebates or commissions (including any sales or property tax

b. If the Owner concurs, appeal Lender's decision. If the
Lenderupholds part or all of the required reduction, the
Agent willreduce the fee accordingly.

relief granted by the State or local government) received with
respect to purchases, service contracts and other transactions
made onbehalf of the project.

c. Obtaincontracts, materials, supplies and services, including the

"*Must not exceed the residential income fee percentage.
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preparation of the annual audit, on terms mostadvantageous to
the projectand atcosts notin excess of amounts ordinarily paid
for such contracts, materials, supplies and services in the area
suchservices arerendered or supplies and materials furnished.

d. Solicitverbal or written cost estimates as necessary to comply
with the provisions of this paragraph and documentreasons for
accepting other than the lowest bid. The Agent will maintain
copies of such documentation and make such documentation
available for your inspection during normal business hours.

e. Investprojectfunds that HUD policies require to be invested
and takereasonable effort to invest other project funds, unless
the Owner specifically directs the Agentnot to invest those
other funds.

. Wecertify that the types of insurance policies checked below are in
force and will be maintained to the bestof our ability atall times.
Fidelity bonds and hazard insurance policies willname the Lender
and HUD as additionalloss payees.

a. J:l Fidelity bond or employee dishonesty coverage for (1)
allprincipals of the Management A gent, and (2) allpersons who
participate directly or indirectly in the management and main-
tenance of the project and its assets, accounts and records.
Coverage will beatleast equal to the project's gross potential
income fortwo months.

b. J:l Hazard insurance coverageinanamountrequired by the
project's Mortgage.

c. [ 1 Publicliability coverage with the Agent designated as
oneof the insured.

Note: Forany linenotchecked, attachan explanation as to why
youcannotobtain thattype of insurance. Suchsituations should
beextremely rare,

. The Agentagrees to:

a. Furnish aresponse to Lender's management review reports,
physical inspectionreports and written inquiries regarding the
project'sannual financial statements within30 days after receipt
of thereportor inquiry.

b. Establishand maintainthe project's accounts, books and records
in accordance with HUD's administrative requirements and
generally accepted accounting principles and inacondition that
will facilitate audit.

. Weagreethat:

a. Allrecordsrelated to the operations of the project, regardless of
where they are housed, shall be considered the property of the
project.

b. TheLender, HUD, the General Accounting Office (GAO) and
those agencies'representatives may inspect any records which
relate tothe project's purchase of goods or services. Thisright to
inspectextends to records of the Owner, the Agentor companies
having anidentity-of-interest with the Owner or Agent.

¢. The following clause will be included in any contract entered
into with anidentity-of-interest individual or business for the
provisionof goods or services to the project; "Uponrequest of
theLender or (name of Owner or Management A gent), (name of

8.

10.

contractoror supplier) will make available to the Lender, ata
reasonable timeand place, its records and records of identity-of-
interest companies whichrelate to goodsand servicescharged to
the project. Records and information will be sufficient to permit
the Lenderto determine the services performed, the dates the
services were performed, the location at which theservices were
performed, the time consumed in providing the services, the
charges made for materials, and the perunit and total charges
leviedfor said services." Weagree torequest suchrecords within
sevendays of receipt of the Lender'srequest to do so.

We certify that the Management Agreement will notcontain the
typeof "hold harmless" clause prohibited by HUD. Weagreed to
be bound by the provisions in Paragraphs a, b and ¢ below and
certify that the Management A greement will obtain these provi-
sions.

a. TheLenderand HUD have the right to terminate the Manage-
ment Agreement:

(1) forfailureto comply with theprovisions of this Certifica-
tion, or other good cause, 30 days afterthe Lenderor HUD
has mailed the Owner and Agent a written notice of its
desire to terminate the Management Agreement;

or

(2) in the event of a default under the Mortgage, Note or
Regulatory Agreement, immediately upon the Lender or
HUD'sissuance of anotice of termination to the Owner and
Agent.

IftheLender or HUD exercises this right, the Owner agrees to
promptly make arrangements for providing managementthat is
satisfactory to the Lenderand HUD.

b. The Lenderand HUD's rights and requirements will prevail in
theevent theManagement Agreement conflicts withthe Lender
or HUD's requirements orrestricts the Lender or HUD's rights.

¢. The Agent will turn over to the Owner all of the project's cash,
trustaccount, investments and records within 30 days of the date
the Management Agentis terminated.

. The Owner agrees to submitanew Management Certification to

the Lender before taking any of the following actions:

a. Authorizing the agentto collecta fee different from the percent-
age fees and any special fees specified in Paragraph 1 of this
Certification.

b. Changing the expiration date or renewing the Management
Agreement.

c¢. Undertaking self-management or permitting anew Agent to
operate the projectand/or collecta fee.

Weagreeto:

a. Comply with the provisions of any Federal, State or local law
pro-hibiting discrimination against any persons on grounds of
race, color, creed, sex or national origin, including Title VIof
the Civil Rights Act of 1964, Title VIII of the Civil Rights Act
0f 1968, Exe-cutive Order 11063 and all regulations implement-
ing those laws. ‘

b. Furnish HUD's Office of Fair Housing and Equal Opportunity
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anyreports and informationrequired to monitor the project’s
compliance with HUD's fairhousing and affirmative marketing
requirements, including Form HUD-949, if applicable.

¢. Notdiscriminate against any employee, applicant for employ-
ment or contractor because of race, color, religion, sex or
national origin.

d. Provide minorities, women and socially and economically
disadvantaged firms equal opportunity to participate in the
project's procurement and contracting activities.

e. If the project receives any form of direct Federal financial
assistance, comply with Section 3 of the Housing and Develop-
ment Actof 1968 and the regulations implementing this law.
The Agentunderstands that this law and theregulations require
the project to make training, employment and contracting
opportunitiesavailable, to the greatestextent feasible, to lower-
income project arearesidents and small businesses.

11. Wecertify that we have read and understand HUD's definition of

"identity-of-interest” as defined in HUD Handbook 4601.1 and
formHUD-9457,Regulatory Agreement, and thatthe statement(s)
checked and informationentered below are true. (Check line a. or
lines b. and/or c.)

a. |:| No identity-of-interestexists among the Owner, the Agent

andany individuals or companies thatregularly do busi-
ness with the project.

b. |:| Only those individuals and companies listed in Section 10
of the Management Entity Profile have an identity-of-
interest with the Agent.

L1 Other(Speciy)

WARNING: 18 U.S.C. 1001 provides, among other things, that
whoever knowingly and willingly makes oruses a document or
writing containing any false, fictitious, or fraudulentstatement or
entry, in any matter within the jurisdiction of any department or
agency of the United States, shall be fined not more than $10,000
or imprisoned for notmore than five years, or both.

12U.S.C.§17152-19) providesthat: "Whoever,as anowner, agent,
ormanager, or who isotherwise in custody, control, or possession
of property that is security for a mortgage note that is insured,
acquired, or held by the Secretary pursuant to section..., 207,
..221(d),...223(f),...232, ...244, ...willfully uses or authorizes the
use of anypart of the rents, assets, proceeds, income or other funds
derived from property covered by such mortgage note during a
period when the mortgage note is in default or the projectisina
nonsurplus cash position..., for any purpose other than to meet
actual ornecessary expenses that include expenses approved by the
Secretary (the'coinsuring lender), shall be fined not more than
$250,000 orimprisoned notmore than 5 years, or both."

c. [__| Onlythe individuals and companies listed below have an SignedBy:
identity-of-interest with the Owner. (Show the name of ProiectOwner
the individual or company; listthe servicesrendered; and !
describethe natureof theidentity-of-interestrelationship.
(Attachadditional sheets, if necessary.)
) Signature Date
Name
@
Title
3) AcknowledgedBy:
Lender
12. Theitems checked below are attached. -
I:I Proposed ManagementFees. Signature Date
|:| Management Entity Profile (Attach a profile only if you
areupdating aprofile or submitting a profile for the first
time. Do not attach a profile if the one you previously Name
submitted is still current.)
Title
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Attachment 1
Calculation of Estimated Yields
From Proposed Management Fees

Project Name: FHA Project No: ) Date

1. Residential Fee a Monthly residential rent potential from the most recent Lender-approved Rent Schedule) $ a
b Line 1a times .95** $ b.
c. Percentage fee % C
d Monthly residential fee yield (line 1b times 1c) $ d
e Total number of residential units (Include rent-free units) e
f Residential fee yield per unit per month (line 1d divided by 1e) $ PUPM f§

**Note: estimated at 95% of gross potential If you use a lower percentage, attach an explanation
for collections percentage used Make sure that any assumption of a lower collections base does
not compensate the Agent for services for which a special fee will be paid

2. Commercial Fee (Describe commercial space, how it is used and what services management provides )

a. Monthly commercial rent potential (from the mostrecent Lender-approved Rent Schedule) $ a.

b. Percentage fee Y b

¢ Commercial fee yield (Line 2a times 2b) $ c

3. II\:IIisceIlaneous a Percentage fee (not to exceed the residential income fee percentage iniLine 1c) % a
ee

b. List any miscellaneous income on which HUD allows a fee to be taken, but on which you have agreed a fee will not be.

4. Special Fees. Show dollar amount(s), purpose(s) and time period(s) covered Describe performance standards and target dates for accomplishment of
special tasks (Attach additional sheets, if needed.)
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