CHAPTER 4. FI RM APPROVAL LETTER PROCESSI NG

4-1

SUBM SSI ON BY HOUSI NG FI NANCE AGENCY. The HFA will submt
as part of its request for issuance of a firm approva
letter, a request for the HUD-retai ned reviews and ot her
findings to the local HUD Ofice with jurisdiction for the
| ocation of the project, using the format in Appendi x 4.
Thi s request includes:

A the HFA's HUD nort gagee nunber,

B. Form HUD- 7015. 15 Request for Rel ease of Funds (Appendi x
32) and Certification (RROF) (in accordance wth
58.71) or a finding of exenpt activity (in accordance
with 58.34) with a cover letter requesting issuance of
a firmapproval letter and indicating the HFA agrees to
abi de by the special conditions, procedures and
requirenents of the environnmental review and al so agrees
to advise the Responsible Entity (RE) by letter and
request a suppl enental review of any proposed change in
the scope of the project or any change in environmnental
condi tions.

C. sufficient information about the project for the HUD
O fice to conduct the previous participation
i ntergovernnental and ot her HUD-retained reviews.

Successful completion of the HUD retained revi ews
results in issuance by HUD of a Firm Approval Letter

I NI TI AL PROCESSI NG

A HFA' S MORTGACGEE NUMBER - Each HFA' s HUD nort gagee nunber
is the identifier for the HFA in the 542(c) data system
Desi gnated O fices and |ocal HUD Ofices should use this
nunber on all correspondence.

B. PROJECT NUMBER - The local Ofice will assign the
proj ect nunber when the HFA request is received.

1. Sequence. Wiere an Ofice is dealing with nore than
one HFA, the applications will be numnbered
sequentially, notw thstanding that the HFA may be
different fromcase to case

2. Nunbering. A new set of project nunbers for the
ri sk-sharing program has been established as
fol | ows:

a. Ofice prefix: use the sane 3-digit prefix as for
ot her insured projects.

b. Project number: risk-sharing projects insured under
Section 542(c) will have a 5-digit project numnber
simlar to the nunber for a project insured under
the National Housing Act. The nunbers begin at



98001 and proceed to 98999.

c. Programidentifier. Use YHA as the Section of Act
Code.

3. Log. Each Ofice nust naintain a log to ensure that
Ri sk Sharing applications are nunbered sequentially
wi t hout dupli cati on.

C. DATA FILES. The local HUD Ofice is responsible for
entering basic information about the project into the
data system when the request for the Firm Approva
Letter is received and a project nunber is assigned.
Subsequent detailed project information will be
transmtted by the HFA on a diskette for entry into the
systemwith the initial and/or final closing docket.
Basic information is related to:

1. proj ect nunber, |ocation, nunber of units and ot her
identifying materi al

2. percent of risk to be assuned by the HFA and HUD

3. units set aside for the proposed project (the system
will calculate the balance (if any) of units
remaining in the HFA' s set-aside

4. status of the HUD-retained review steps.

D. UNI T | NCREASES. An HFA may submit a request for HUD
retained reviews for a project that exceeds the HFA' s
al l ocation or overall set-aside.

1. Increase in allocation. The local HUD O'fice has the
authority to increase an HFA's allocation up to the
anmount of the HFA's set-aside. As noted in paragraph
C, the data systemw ||l automatically calculate the
bal ance of the HFA' s set-aside.

2. Increase in set-aside. Wen a request exceeds the
HFA' s set-aside, the Ofice nust request an increase
in the set-aside fromHeadquarters in witing (Ofice
of Insured Miultifam |y Housing Devel opnent).

E. PREVI QUS PARTI CI PATI ON REVIEW Princi pals participating
in a planned or existing nultifam |y project nust
di sclose all past participation in HUD-FHA prograns
(except honme nortgage) and the nature of their proposed
interest. Handbook 4065.1, Previous Participation
Handbook, gives conplete requirements for this review

1. Exampl es of who is a "principal" and nust file a Form
HUD- 2530, Previous Participation Certificate:

a. Sponsors and owners of the project.

b. Ceneral contractors.



c. Proj ect managers and managenent agents.

d. Packagers, consultants and ot her persons or
organi zations hired to: furnish advisory services
in project financing, construction or operation
sel ect and negotiate contracts with contractors,
architects, attorneys or nanagi ng agents; secure
fi nanci ng; or nmeet HUD requiremnents.

e. Architects and attorneys who have any interest
in the project other than an arns-length fee
arrangenent for services.

Exanpl es of who is not a "principal." Form HUD 2530
is not required for

a. St ockhol ders with | ess than 10 percent
interest in a corporation

b. Limted partners with | ess than 25 percent
interest in the partnership.

C. Attorneys and architects with only an
arms-1 ength arrangenent for services.

d. M nor corporate officers.
e. Subcontract ors.

HFA action. Caution principals that they nust |ist
every HUD-FHA project in which they have participated
as a principal and include default and nortgage
relief history of each unless they have a master

list on file with HUD. HUD will return without
approval a certificate that fails to provide

conpl ete disclosure and may prosecute the principal
for violation of Section 1010 of Title 18, U S

Code or take other action (e.g., suspension,
debarment) .

a. Revi ew t he HUD- 2530 to determ ne that:

(1) Al copies are clear and |egible.

(2) HUD project nunber appears for each previous
project listed. Indicate on formif not
avail abl e.

(3) Certifying principal's type of participation and
percent of ownership, where applicable, appear
for each listed project.

(4) Certificate is signed by every principal who
will participate in the proposed project.

(5) Principal's nane and participation in the



proposed project are typed or printed under
each signature and the Social Security or
Enmpl oyer's ldentification Nunmber appears.

(6) A copy of any referenced certificate is
att ached.

b. Conpl et ed Forms HUD- 2530 for principals should
be included with the request for Firm Approval Letter
(or as soon as the principal is associated with the
project, if that is a later date).

If they have previously filed a certificate in any

Il ocal HUD Ofice, they may identify that certificate
on the front of the new form attach a copy, and
list only additional projects and information on the
new form

HUD O fice nust:

a. Revi ew t he HUD- 2530 for conpl eteness and process
in accordance with Handbook 4065.1 in the usua
nmanner .

b. Notify the HFA of the decision relative to
previ ous participation.

C. Not di scuss adverse finding with the HFA
Adverse findings may be discussed with the affected
appl i cant only.

Di sapproval for previous participation. |f HUD
rejects one or nore of the principals, their

wi t hdrawal may resolve the matter, presum ng the HFA
determines that the remaining principals can
successfully proceed with the project.

a. New princi pals may be substituted, but each
substitute nust file a certificate and be approved
pursuant to Handbook 4065.1 and these procedures.

b. A principal may request reconsideration by the
Multifam |y Participation Review Commttee. The
Conmittee will not hear oral argunents. The
princi pal nust send requests with a statenent and
supporting exhi bits explaining the grounds for
approval to:

Executive Secretary

Multifamily Participation Review Committee
Depart ment of Housing and Urban Devel opnent
451 7th Street, S.W

Washi ngton, D.C. 20410

Submi ssion of 2530s at later date. When entities such
as the managenent agent or contractor are unknown at
the tinme of the Firm Approval Letter, the 2530s nust



be submitted subsequently. HFAs nust certify at
endorsenent that all principals have received previous
participation cl earance.

ENVI RONVENTAL REVI EW  HUD nust approve the HFA' s
Request for Rel ease of Funds and Certification form HUD
7015. 15 (RROF), prepared and executed by the Responsible
Entity (RE) who carried out the environnental review,
stating that the HFA has conplied with all environnental
obligations in accordance with 24 CFR 58, prior to

i ssuance of a Firm Approval Letter under the Ri sk
Sharing Program A Firm Approval Letter cannot be

i ssued conditioned on subsequent approval of the RROF.
Local HUD Office Housing Devel opment staff shall process
the RROF, as follows:

1. Al'l projects nust include a RROF or a finding of
exenpt activity made by the RE (the HFA cannot make
this finding unless they qualify as the RE under
58.2(a)(7)).

2. HUD shal |l ensure that the form HUD-7015. 15 or finding
of exenpt activity is executed by the RE's Certifying
Oficer.

a. The HFA may select either the State, or the Indian
tribe, Al aska native village, or unit of general
| ocal governnent with |land use and buil ding permnit
jurisdiction where the project is located to perform
the environnental review

b. The HFA, provided it neets the definition of RE in
58.2(a)(7), may performits own environmental
revi ews.

c. Housing staff should consult with the HUD
Environnental O ficer for assistance in nmaking this
det er mi nat i on.

3. Conpare the description of the project and activities
in Part 1 of form HUD 7015.15 (or the finding of
exenpt activity) with the project description and
activities in the R sk-Sharing application and ensure
that they agree.

4. HUD nust verify that the comment periods identified in
Part 2 of form HUD-7015.15 (in accordance with 1 58.74)
have expi red:

a. 15 days fromthe tinme HUD received the form HUD
7015. 15, or

b. the time specified in the published Notice of Intent
to request release of funds (L 58.70), if it is
| onger than 15 days.

5. HUD rmay di sapprove a RROF if HUD becones aware that



the HFA or the devel oper proceeded to undertake any
activities that had an adverse environnental inpact or
limted the choice of reasonable alternatives prior to
HUD s issuance of a Firm Approval Letter

Al t hough the public notices required by Part 58 direct
commenters to respond directly to the RE (not HUD) any
witten comments received by HUD nust be forwarded

i medi ately to the HFA to be provided to the RE for
pronpt resol ution.

It is inportant for Housing staff to understand HUD s
role in the Part 58 environnmental review process. HUD
reviews the RE's conpliance with the procedura
requirenents of Part 58, and does not nake substantive
determ nations regarding the content of the
environnmental review performed. HUD will neke its
determ nati on to approve or di sapprove the RROF based
on the information contained on the form HUD 7015. 15
(and required attachnents) and will not | ook behind
the RROF to review the environnental assessment itself
or respond to specific comments or objections. The
followi ng are the only perm ssible reasons (in
accordance with 4 58.75) for HUD di sapproval of form
HUD- 7015. 15.

a. The certification was not executed by the Certifying
Oficer of the RE (consult with Environmental
Oficer);

b. The RE failed to nmake a Finding of No Significant
| npact;

c. A Finding of Significant |Inpact was found as a
result of the Environnental Assessnent;

d. The RE omitted one or nore of the required steps in
preparing its Environmental Assessment or
Envi ronment al | npact Statenent (exam ne form HUD
7015. 15 for om ssions or inconsistencies);

e. The RE failed to record the witten determ nation
and findings froma reeval uation of a prior
Envi ronment al Assessment or Environmental | npact
St at enent ;

f. The RE failed to record the witten determi nation
and findings on the continued rel evance of a prior
environnmental review being anended as a result of a
change in the scope of the project or in the
environnmental conditions justifying the use of a
prior Environnmental |npact Statenent;

g. A decision froma reassessnent, supplenmentary
Envi ronnmental | npact Statenent is disputed (consult
with Environnmental Oficer and Field Counsel);



h. The justification to use a prior Environnental
| npact Statenent is disputed;

i. Another Federal agency with environmental expertise
or oversight responsibilities finds that the project
is environnental ly unsatisfactory and notifies HUD

j. HUD has evidence that the HFA or its devel oper
committed funds for activities that had an adverse
envi ronmental inpact or limted the choice of
reasonabl e alternatives prior to HUD i ssuance of a
Firm Approval Letter.

8. Soneti mes obj ections are received by HUD after
expiration of the coment period, or commenters may be
dissatisfied with the RE' s resolution of their
obj ection and subnit a followp protest directly to
HUD. njections are also sonetimes nade directly to
HUD on the basis of both environmental and non-
environnmental issues (e.g., fair housing issues)
unrelated to any notices placed in accordance with
Part 58. HUD has two options on how to handl e
out st andi ng obj ections or those received after the
form HUD- 7015. 15 has been approved:

a. HUD may refer late conments or objections to the HFA
to be forwarded to the RE for response settl enent
(including comrents received from anot her agency or
i ndi vi dual whi ch may not have been in response to
the public notice, but relate to the specific
project); or

b. HUD may intervene directly to facilitate settl enent
of the objection and provide suggested resol utions
to the HFA to forward to the RE, such as:

(1) Requiring re-publication of notices if the timng
was not appropriate.

(2) Devel opnent of procedures for prescribing remedial
or corrective actions.

(3) Recommending rejection of the application

(4) Determining that no consideration is warranted
because it was previously addressed fully or that
the objection is outside the paraneters of Part
58.

APPROVAL OF RROF - HUD will approve the RROF by separate
| etter or by providing an executed form HUD- 7015. 16

Noti ce of Renmpval of Grant Conditions (Appendix 33), as
an attachnent to the Firm Approval Letter. See

par agr aph 4-4A. 1 bel ow.

| NTERGOVERNMENTAL REVI EW



The HFA is responsible for sending the SF-424 (Appendi x
7) to the appropriate State Single Point of Contact
(SPCC) if the State has sel ected the nortgage insurance
progranms for review under the intergovernnental State
Revi ew Procedure (SRP) and the project proposes insured
advances. Substantial rehabilitation projects with

i nsured advances are covered only if thereis 1) a

change in land use, 2) an increase in project density,
or 3) a change fromrental housing to cooperative

housi ng.

The Catal og of Federal Donestic Prograns

nunber for the Risk-Sharing programis 14.188.

NOTE:

Many States do not review insured projects under

these procedures. |If the State has not elected the
nmort gage i nsurance prograns for review, the HFA shoul d
submit a statenent to that effect. |f comments are
received fromthe SPCC, the follow ng applies

1

Wien the SRP results in favorable comments or a
recomendati on for approval

a. the Ofice may issue the Firm Approval Letter if al
other HUD-retained review requirenments are net (see
par agr aph F).

b. the Ofice nust apply the "non-acconmmodati on”
procedures in paragraph 3 below if, for other
reasons, the Ofice will not issue the Firm Approva
Letter (e.g., adverse environnmental review.

When the SRP results in negative conments or a
recomrendati on for disapproval

a. if the Ofice agrees with the SRP, it will tell
the HFA what changes are necessary before the Firm
Approval Letter nmay be issued or that no Firm

Approval Letter may be issued.

b. if the Ofice disagrees, paragraph 3 bel ow applies
and the Ofice will advise the HFA that the Firm
Approval will be held until the 15-day
"nonaccomuodat i on" period ends.

"Nonaccommodat i on" of SRP comments. The O fice nust
notify the State and provide a 15-day period before
the Ofice nay approve (issue a Firm Approval Letter)
or disapprove (reject) a project if:

a. the Ofice does not accept an SRP recomendati on, or

b. the HFA notifies HUD that it elects not to approve
the project.

HUD will notify the HFA at the same tinme, stating when
the 15-day period ends and that a Firm Approval Letter
may be issued or the project rejected after the 15-day



peri od ends.

NOTE: All notifications between the HFA and the | oca
HUD O fice must be in witing.

ECONOM C & MARKET ANALYSI S

The HFA is responsible for determ ning that a nmarket

exi sts for the proposed project. However, the Field

O fice nust provide coments to assist the HFA relative
to any existing or proposed Federally insured or

assi sted projects and nust al so determi ne that the
proposed project is not in a mlitary inpact area.
Econom ¢ and Market Analysis staff (EMAS) will provide
comments to Housi ng Devel opnent within the 40 days HUD

review period after receipt of the request for HUD
retained reviews (Appendix 4). EMAS will comment on the
proposed project relative to:

1. Potential adverse inpact, if any, that the project wll
have on existing or proposed Federally insured or
assisted projects in the area. These coments will be
included with the Firm Approval Letter for use by the
HFA in its underwiting anal ysis.

2. Location in military inpact area. Projects in mlitary

i npact areas are not eligible under the Risk-Sharing
program A mlitary inpact area is generally a small or
medi um si zed metropolitan housing market area or a
renote or isolated nonnetropolitan area where:

a. mlitary-connected househol ds conprise 25 percent or
more of the total households in the market area.
M litary-connected househol ds include active duty

personnel, civilian enployees of the mlitary service
(Departnent of Defense) or other Federal agency at or
in support of the installation, and enpl oyees of
contractors and sub-contractors directly associ ated
with the installation, and their dependents.
Unacconpani ed active duty nilitary personnel housing
inmlitary-controlled group quarters housing
(barracks, BOX) are excluded; and

b. there is concern about the continued stability of the
current level of nilitary strength and nission at the
installation based on public announcenents fromthe
Department of Defense or the nmilitary service on
i npendi ng changes; and

c. the conplete reduction of mlitary-connected
househol ds living in nonnilitary housing over a 5-
year period, at an average decline of 20 percent,
woul d taking into account growth in the civilian
econony and normal changes in the housing inventory,
cause an adverse inpact on the private rental narket
resulting in an increase in the rental vacancy rate



in the housing narket of 10 percent or nore at the
end of that period.

SUBSI DY LAYERI NG REVI EW

Except to the extent that the subsidy |layering review have
been del egated to the Housing Credit Agency in the State in
which the project is |located and that Housing Credit Agency
has accepted that del egation, the HFA nmust submit the

requi red docunmentation to the local HUD Ofice for review
prior to its own approval of the loan in accordance with the
subsi dy | ayering guidelines outstanding at the tine.

| SSUANCE COF FI RM APPROVAL LETTER, RESERVATION OF UNI TS AND
OBLI GATI ON OF CREDI T SUBSI DY

A Firm Approval Letter. Upon positive conpletion of the
HUD-r et ai ned reviews, the local HUD Ofice will issue a
Firm Approval Letter (see format in Appendix 5).

1. Contents. The Firm Approval Letter will, anong other
things, reserve units for the proposed project and
identify the risk I evel to be assumed by the HFA and
HUD. The Firm Approval Letter will also establish a
tentative credit subsidy obligation subject to
acceptance of the Firm Approval Letter by the HFA and
nor t gagor .

a. The Firm Approval Letter also states that, absent
fraud or material misrepresentation by the HFA,
provided the HFA is in good standing at the tine
of the requested endorsenent, and subject to
reduction of the nortgage amount (if required),
HUD wi || endorse the project nortgage upon receipt
of the conplete closing docket described in
par agr aph 6-2

b. The Firm Approval Letter nmay contain conditions for
approval . The HFA and nortgagor nust evidence their
acceptance of the Firm Approval Letter and any
conditions by signing and returning the Firm
Approval Letter to the local HUD Ofice. At this
time, the Ofice will confirmobligation of credit
subsidy for the project.

c. A copy of the executed form HUD 7015. 16, Notice of
Renoval of Grant Conditions, docunenting HUD
approval of the RROF shall be an attachnment to the
Fi rm Approval Letter. Form HUD- 7015.16 serves as
noti ce of environnental clearance and authority to
use funds and undertake physical activities for the
proj ect covered by the applicable environnental
certification.

2. Expiration. The Firm Approval Letter will expire
after 1 year if the project has not reached
endorsenent (initial endorsenment for insured



advances; final endorsenent for existing projects) or
construction start (for insurance upon conpletion),
unl ess duly extended in witing by the | ocal HUD
Ofice. The Ofice may extend a Firm Approval Letter
upon witten request of the HFA with supporting
docunent at i on.

3. Transmittal of Addendumto Ri sk Sharing Agreenent
(RSA). The local HUD Office will prepare and
transmt with the Firm Approval Letter, an addendum
to the RSA reflecting the risk share to be borne by
the HFA and HUD and nunber of units for the project.

4. In cases where the subsidy |ayering reviewis not
del egated to the Housing Credit Agency and HUD revi ew
pursuant to paragraph 4-3 is required, the Firm
Approval Letter will require the HFA to subnit the
requi red documentation for that review before the HFA
approves the |l oan under its own procedures if that
docunent ati on was not submitted with the request for
HUD-r et ai ned revi ews.

5. Copy to Designated Office. A copy of the Firm
Approval Letter, and form HUD-7015. 16 nmust be sent to
the Designated Ofice at the same time it is sent to
the HFA if the Designated Ofice is different than
the local HUD Ofice. The HFA shall forward a copy
of the HUD 7015.16 to the RE's Certifying Oficer for
inclusion in the Environmental Review Record for the
proj ect .

Credit Subsidy. Al insured projects nust receive a
reservation of credit subsidy at the comm tnent stage.
For risk-sharing projects, this is the Firm Approval
Letter stage. Reservation of credit subsidy is subject
to outstanding Departnent instructions and is subject to
availability.

HUD O fice Action Wien Credit Subsidy I's Not Avail abl e.
It is possible that there will be insufficient credit
subsidy available at the end of a quarter. |In such
case, the local HUD Ofice should notify the HFA of this
tenporary unavail ability of credit subsidy and advi se
themthat the Firm Approval Letter may not be issued
until there is new credit subsidy available. The Ofice
may informally provide the results of the HUD-retained
reviews in this circunstance pending i ssuance of the
Firm Approval Letter.

Rej ection of Project. The Field Office nmust notify the
HFA in witing if the project is not approvabl e due to
location in a mlitary inpact area or for an adverse
environmental condition requiring rejection that cannot
be mtigated.



