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Governor 17N Executive Director

Louisiana Housing Corporation

The following resolution was offered by Board Vice-Chairwoman Jennifer Vidrine
and seconded by Board Member Willie Rack:

RESOLUTION

A resolution authorizing the re-activation of Multifamily Risk-
Sharing by the Louisiana Housing Corporation throughout the
State of Louisiana in accordance with the Risk-Sharing Pilot
Loan Initiative; and providing for other matters in connection
therewith.

WHEREAS, pursuant to Section 542(c) of the Housing and Community
Development Act of 1992, Congress established the Federal Housing Agency (FHA) -
Housing Finance Agency (HFA) Multifamily Risk-Sharing program (“Risk-Sharing
Program™) to increase and speed up FHA’s multifamily mortgage production by allowing
state housing finance agencies (“HFAs”) that meet rigorous financial standards to
underwrite FHA multifamily loans in return for sharing the risk of losses on those loans;
and

WHEREAS, the Louisiana Housing Corporation (“LHC”) as successor in interest
to the Louisiana Housing Finance Agency (“LHFA™) is a qualified HFA pursuant to that
Section 542(c) Risk Sharing Agreement (“Agreement”) entered into with the Secretary of
U.S. Department of Housing and Urban Development (“HUD”) acting through the
Assistant Secretary for Housing-Federal Housing Commissioner (“Commissioner”) on the
29" day of November, 1996 pursuant to which LHC may arrange for the Commissioner
through the Federal Housing Administration (“FHA™) to provide for full mortgage
insurance (“FHA Insurance”) of loans originated by LHC; and

WHEREAS, pursuant to the Agreement, LHC is authorized to process, underwrite,
and service loans under the Risk-Sharing Program in accordance with applicable
regulations and administrative procedures and to submit projects to the HUD Area Office
with jurisdiction for HUD-retained reviews for FHA Insurance endorsement; and

WHEREAS, LHC now desires to re-activate the Risk Sharing Program pursuant to
the “Overview Louisiana Housing Corporation Risk Sharing Pilot Loan Initiative”
attached hereto as Exhibit “A” (the “Risk-Sharing Pilot Initiative”) which has been
reviewed and approved by HUD; and

WHEREAS, in order to implement the Risk-Sharing Initiative in 2019 and to
mitigate risks in the initial roll-out of the Risk-Sharing Pilot Initiative, LHC proposes to
initially refinance existing affordable multifamily housing developments throughout the

2415 Quail Drive o Baton Rouge, Louisiana 70808 e (225) 763-8700 e Fax (225) 763-8710 e Toll-Free 888-454-2001 o www.lhc.la.gov
Equal Opportunity Employer



State of Louvisiana and to finance “the acqusition, tecapitalization and moderate
rehabilitation of existing affordable multifamily housing developmients throughout the.
State of Louisiana; and

- WHEREAS, limiting the initial roll-out of the Risk Sharing Pilot Inifiative to
existing affordable multifamily housing developmernits nullifies construction, lease-up,
and/or sustaining occupancy risks. associated with new construction and substantial
rehabilitation with relocation;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors {(the
“Board”) of the Louisiana Housing Corporation that:

SECTION 1. The Board hereby authorizes and directs the implementation of the
Risk-Sharing Pilot Initiative described in Exhibit A hereto pursuant to which LHC will
initially refinance ‘affordable multifamily housing developments. throughout the State of
Louisiana or finance the acquisition, recapitalization and moderate rehabilitation of
existing affordable multifamily housing developments throughout the State of Louisiana,

SECTION 2. LHC Staff, Financial Advisor, and Program Counsel (“Risk-
Sharing Team™) are hereby authorized and directed by the Board (i) to re-activate
Multifamily Risk-Sharing by the Louisiana Housing Corporation throughout the State of
Louisiana in accordance with the Risk-Sharing Pilot Loan Initiative, (it) to post the Risk-
Sharing Pilot Initiative to LHC’s web-site for public review, (iii) to implement the Risk-
Sharing Pilot Initiative described in Exhibit A within the parameters specified therein and.
to conduct such workshops as may be necessary to explain the benefits and protocols for
participation by lenders and developers of existing affordable multifamily housing
developments, and {iv} to prepare such documents, agreements as may be necessary, to
implement the Risk Sharing Pilot Initiative.

SECTION 3. The Board hereby further directs the Risk Sharing Team to submit

periodic reports to the Board (at least at a Board meeting in each calendar) quarter to



update the Board as to progress made in implementing the Risk Sharing Pilot Initiative and

to discuss the continued viability of the Risk Sharing Pilot Initiative.

This resolution having been submitted to a vote, the vote thereon was as follows:

YEAS: Lloyd S. Spillers, Jennifer Vidrine, Renee’ Free obo La.
State Treasurer John M. Schroder, Tammy P. Earles, Derrick
Edwards, Stacy S. Head, Byron L. Lee, Willie Rack, Gillis
R. Windham.

NAYS: Donald B. Vallee.

ABSENT:  Larry Ferdinand.

ABSTAIN: None.

And the resolution was declared adopted on this, the 11th day of September 2019.

Chairman




STATE OF LOUISIANA
PARISH OF EAST BATON ROUGE

[, the undersigned Secretary of the Board of Directors of the Louisiana Housing
Corporation (the “Board”), do hereby certify that the foregoing three (3) pages constitutes
a true and correct copy of a resolution adopted by said Board on September 11, 2019 titled:
“A resolution authorizing the re-activation of Multifamily Risk-Sharing by the Louisiana
Housing Corporation throughout the State of Louisiana in accordance with the Risk-
Sharing Pilot Loan Initiative; and providing for other matters in connection therewith.”

IN FAITH WHEREOF, witness my official signature and the impress of the

official seal of LHC on this, the 11" day of September, 2019.

Sécretary

(SEAL)
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OVERVIEW
LHC RISK SHARING PILOT LOAN INITIATIVE
A. How the LHC Risk Sharing Pilot Loan Initiative Works.

LHC and its Teaming Partner will underwrite and process loans to finance the acquisition,
recapitalization, refinancing and/or rehabilitation of existing affordable muitifamily housing
developments throughout the State of Louisiana. HUD will provide full mortgage insurance on
such affordable multifamily housing projects processed by the LHC under this initiative. LHC will
contract to reimburse HUD for 50 percent of any loss from defaults thatoccur while HUD insurance
is in force,

B. Program Requirements under the LHC Risk Sharing Pilot Loan Initiative

Afforduble. Housing Reqairements. All projects insured under the Risk-Sharing Program,
including the LHC Risk Sharing Pilot Loan Initiative, must qualify as affordable housing,

a. Affordable housing must meet the standards of the Risk Sharing Program, (as is generally
consistent with the requirements of the Section 42 Low Income Housing Tax Credit
program). Specifically, projects financed with Risk Share loans must be:

i. Projects in which 20 pcrcent or more of the units are rent-restricted and. initially
occupied by families whose income is 50 percent or less of the area median income,.
with adjustmerits for household size; or

ii. Projects in which 40 percent or more of the units are rent-restricted and initially
oceupied by families whose income is 60 percent or less of the area median incoime
with adjustments for household size.

b. These affordability requirements will be satisfied primarily through an affordability
restriction placed on title. Rent-restri¢ted units will be required to bear rents that are
consistent with the above requirements and must be accupied by households whose income
at the time of occupancy makes them eligible for such units. No. ongoeing income:
recetlification of a given reniter household will be required after initial income eligibility-
has been established.

2. FEligible Projects.

Risk-sharing loan guarantees in the LHC Risk Sharing Pilot Loan Initiative will be limited
as follows:.

(d) existing residential rental developments in which at least seventy five percent
(75.0%) of the units are subsidized with project based rental assistance subsidies
or

(6) existing residential rental developments that

(i) are sponsoted by a development team (inc!uding' consnltants, developér;

and manager-of the development) which i3 in good standing with HUD,
QCD and LHC,

LHC _RisI-;' Sharing Loan Iniliaitve



(i) are beyond their tnitial 15-year Compliance Periods. associated with the
prior alfocation of LIHTCs and/or

(iii)  are beyond their periods of affordability if the project previously received
any assistance with HOME Funds

a. Project Size. Projecis must consist of at least twenty (20) rental dwelling units on one site,
The sife may consist of two or more noncontigious parcels of land situated so as to
comprise a readily marketable real estate entity within an area small endugh to allow
convenient and efficient management. These tnits may be detached, semi- detached, row
houses, or multifamily structures.

b.  Loan Size. Loans will be limited to eighty percent (80%) of less of the development’s post-
compietion appraised value (LTV Limit)

c. Substantial Rehabilitation. Substantial Rehabilitation is any combination of the following
‘work to the existing facilities of a project that aggregates to.at least 15 percent of project's
value after the rehabilitation and results in material improvement of the project's ecoflomic
life, livability, marketability, and profitability:

i.  Replacement, alleration and/or modernization of building spaces, long-lived building
or mechanical system components and/or project facilities.

ii. Substantial rehabilitation may include but not consist solely of any combination of
minor repairs, replacement of short-lived building or mechanical system components,
cosmétic work, and/or new project additions.

d. Existing Projects, Financing of existing properties without substantial rehabilitation is
permitted if the property to be refinanced has an existing LHC financing component (e.g.,
LHC HOME loan, TCAP Loan, 1602 Investment or LHC or OCD CDBG loan) and such
refinancing will rtesult in the preservation of affordable housing. Refinancing is
permissible only when (1) project occupancy. is not less than 93 percent, including
consideration of rent in arrears, based on the average occupancy in the project over the
most recent 12 months, and {2) the mortgage does not exceed an amount supportable by
(a) the lower of the unit rents being coilected under an existing rental assistance agreerment
or (b) the unit rents being collected at unassisted projects in the market area that are-similar.
in amenities and location to the project for which LHC Risk Sharing Pilot Loan insured by
HUD is being requested.

¢ Single Room Occupancy (SRO). SRO projeets are efigible for insurance in the Risk Sharing
initiative. Units in SRO projects must be subject to 30-day or longer leases, bui rent
payments may be made on a weekly basis in SRO projects.

. Board and Care/dssisted Living Facilities. Board and Care/Assisted Living Facilities that
provide continuous protective oversight and assistance with the activities of daily living
for frail elderly or other persons needing such assistance may be insured. These facilities
typically provide room and board as well as oversight and assistance and contain a central
kitchen and dining area, although meals may be catered off site,

LHC Risk Sharing Loan Initiative



g Elderly Projects. Projects specifically designed for the use and cccupancy by elderly
families are eligible. An elderly family means any household in which the head or spouse
is. 62 years of age or older, and also any single person who is 62 years.ofage or older.

3. Ineligible Projects.

a. Transient Housing or Hotels: Rental for transient or hotel purposes. For purposes of this
initiative, rental for transient or hotel purposes means:

i.  Rental forany period less than 30 days, or

i. Ahy rental, if the occupants of the housing accommodations are provided customary
hotel services such as room service for food and beverages, maid service, furnishing
and laundering of linens, and valet service.

b. Projects in Military Impact Areas:  the HUD local Office determines that-a project is
located in a military impact area, the project shall not be insured under this program,

©. Retirement Service Centers: Projects-designed for the elderly with-extensive services.and
lumry accommodations and that provide for central kitchens and dining rooms with food
service or mandatoty services are not permitied in the Risk-Sharing Program.

d.  Nursing Homes or Intermediate Care Facilities; Nursing homes and intermediate care
facilities licensed and regulated by State or local government and providing nursing and
medical care:are prohibited.

4, Local Land Use Requirements. Projecis insured under this initiative must meet applicable
zoning and other State/local governiment requirements.

5. Prohibition on GNMA Securitization. lssuance of Government National Mortgage
Association (GNMA) mortgage-backed securities. is currently prohibited for projects insured
nnder the Risk Sharing Program.

6. Appraisal Standards. Certified General Appraisers licensed in the State in which the property
is located must complete all appralsal functions. All appraisal functionis must also be completed
in accordance with the Uniform Standards of Professional Appraisal Practices,

7. Labor Standards. 1LHC is. responsible for routine labor standards administration and
enforcement functions. In performing these functions, LHC uses policies and procedures in
HUD Handbeok 1344.1Rev 2 ~ Federal Labor Standards Compliance in Housing and
Community Development Programs. All laborers and mechamcq employed by contractors or
subcontractors on a Risk-Sharing project shall be paid not less than wages prevailing in the
locality in which the work is performed for corresponding class of laborers and mechanics
employed in construction of a simifar character, as determined by the Secretary of Labor in
accordance with the Davis-Bacon Act, as amended, where the project meets the I'o][owmg
conditions:

(@) The project involves new constriiction or substantial rehabilitation;

LHC Risk Sharing Loan loitiative.



(b) Advances are insured; and

(c) The project will contain 12 or more dwelling units

(d) Projects that do not meet these conditions must also comply with Davis-Bacon if it is
required as a condition for Federal assistance.. Risk Sharing Handbook 45901.1 5-3.B
for additional guidance including LHC duties and responsibilities.

8. Byrd Amendment (Lobbying). The Byrd Amendment requires disclosure by mortgagors of
lobbying activities for programs involving loan guarantees by the Federal government.

9. Reinsurance. LHC may obtain reinsurance for the portion of the risk of loss assumed by LHC
subject to the following requirements:

a.  Neither HUD's nor LHC’s position shall be subordinated to the rights of the reinsurer;

b. The reinsurance may not be used to reduce any reserve or fund balance requirements that
are required to be maintained under this initiative; and

¢. Such reinsurance does not incur an obligation to the Federal Government.

10. Nondiscrimination and Equal Opportunity in Housing and Employment. The mortgagor
must certify to LHC that, so long as the mortgage is insured under the Risk Sharing Program,
it will:

a. Not use tenant selection procedures that discriminate against families with children, except
in the case of a project that constitutes housing for older persons as defined in Section
807(b)(2) of the Fair Housing Act (42 L.S.C. 3607(b)(2);

b. Not discriminate against any family because of the sex of the head of household and:

¢.  Comply with the Fair Housing Act, as implemented by 24 CFR Part 100; Titles Il and I1I
of the Americans with Disabilities Act of 1990, as implemented by 28 CFR Part 35; section
3 of the Housing and Urban Development Act of 1968 (12 U.S.C. 1701u), as implemented
by 24 CER Part 135; the Equal Credit Opportunity Act, as implemented by 12 CFR Part
202; Executive Order 11063, as amended, and implemented by 24 CFR Part 107; Executive
Order 11246, as implemented by 41 CFR Part 60; other applicable Federal laws and
regulations issued pursuant to these authorities; and applicable State and local fair housing
and equal opportunity laws. In addition, a mortgagor that receives Federal financial
assistance must also certify to the LHC that, so long as the mortgage is insured under this
part, it will comply with Title VI of the Civil Rights Act of 1964, as implemented by 24
CER Part 1; the Age Discrimination Act of 1975, as implemented by 24 CFR Part 146; and
Section 504 of the Rehabilitation Act of 1973, as implemented by 24 CFR Part 8.

Such certification does not preclude HUD, LHC, or a HUD-delegated agent from
monitoring or reviewing the project's compliance with nondiscrimination or equal
opportunity requirements including, but not limited to, preparing or updating an
Affirmative Fair Housing Marketing Plan or maintaining records of housing applicant or
resident race, national origin, or disability status.

LHC Risk Sharing Loan Initiative



C. Assct Management
All Projects Participating in the LHC Risk Sharing Pilot Loan Initiative will be subject to asset

managemtent by the LHCs Teartiing Partner until the Risk Sbaring Pilot Loan is completely paid
and discharged.

LHC Risk Sharing Loan Initiative



FIRM APPROVAL LETTER PROCESSING:
LHC RISK SHARING PILOT LOAN INITIATIVE
A. General

The LHC will submit as part of its request for issuance of a firm approval letter, a request for the
HUD-retained reviews and other findings to the Multifamily Hub or Program Center with
Jjurisdiction for the location of the preject, to include:

1. LHC’s HUD mortgagee number,

2. Sufficient information about the project for the HUD Office to conduct the previous
participation, intergovernmental and other HUD-retained reviews.

Successful completion of the HUD refained reviews results in issuance by HUD of a Firm Approval
Letter.

B. Processing
1. Initial Processing

a. LHC's Morigagee Number. The FHA mortgagee number is the identifier for the LHC in
the Federal Housing Administration Subsidiary Ledger (FHASL) system, and in the
Development Application. Processing (DAP) System. The Multifamily Hub or Program
Center will use the mortgagee identification number on all correspondence.

b. New Application Processing. The Multifamily Hub or Program Center is responsible for
entering basic projéct data in the DAP system to create a new application and FHA project
number when the request for Firm Approval Letter is received. (Se¢ Chapter 3, Entering
and Tracking FHA and Risk Sharing Applications, of the DAP User Guide for HUD Staff).
LHC will provide detailed inforination related to the project’s focation, number of units,
and other identifying materials necessary.

¢. Project Number. The project number is based on the location and programi identifier
{Section of Act Code) and contains the following ideritifying information:

i. Office Prefix. 3-digit prefix identifies the specific geographic location of the project.

ii. Number Series. Projects insured under Section 542(b) will have project numbers
beginping at the number 98001 and proceeding to 98999,

iit. Program identifier. Use either YOE for existing projects; or YQR for new substantial

rehabilitation as the Section of Act code.

2. Intergavernmental Review. LHC will send the form. SF-424 to the appropriate State Single
Point of Contact (SPOC) ifthe State has selected the mortgage insurarice programs for review
under the intergovernmental State Review Procedure (SRP) and the project proposes insured

LHC Risk Sharing Loan Injtiative



advances. Substantial rehabilitation projects with insured advances are covered-only if there is
{1} a change in land use, (2} 4n increase in project density, or (3) a change from rental housing
to cooperative liousing. The Catalog of Federal Domestic Programs number for the Risk-
Sharing Program is 14.189. Note: Many States do not review insured projects under these
procedures. If the State has not elecied the mortgage insurande programs for review, the LHC
should submit a statement 1o that éffect. If comments are received froim the SPOC, the.
following applies:

a. When the SRP results in faverable comments or a recommendation for approval:

. The Office may issue the Firm Approval Letter if all other HUD-retained review
requirernents are met.

ii. The Office must apply the “rion-accommodation” procedures if, for other reasons, the
Office will not'issue the Firm Approval Letter (e.g.. adverse environmental review).

b.  When the SRP results in negative comments or a recommendation for disapproval:

. Ifthe Office agrees with the SRP, it will tell LHC what changes are necessary before:
the Firm Approval Letter may be issued, or that no Firm Approval Lefter may be
issued.

ii. If the Office disagrees; paragraph 3 below applies and the Office will advise the LHC

that the Firm Approval will be held until the 15-day “Non-accommodation™ period
ends,

¢. “Non-accommodation” of SRP comments. The Office must notify the State and provide a
15-day period before the Office may approve and issue a Firm Approval Letter, or
disapprove a project if:

i. The Office does not accept an SRP recommendation, or

il.  LHC notifies HUD that i elects not to approve the project.
HUD. will notify LHC at the-same time, stating when the 15-day period ends and that
a Firm Approval Letter may be issued or the project rejected after the 15-day period
ends. Note: All'notifications between the LHC and the Multifamily Hub or Program
Centfer must be in writing.

3. Issuance of Firm Approval Letier.

a. Firm Approval Letter. Upon positive completion of the HUD-retained reviews, the
Multifamily Hub or Program Center will issue a Firm Approval Letter.

i. Contents, The Firm Approval Letter will, among other thin:gs_,'identify the risk levels
to be assumed by the LEC as 50 percent, and by HUD as 50 percent.

il. Bidorsement upon Completion of Closing Docket. The Firm Approval Letter also
states that, absent fraud or material misreprésentation by the LHC, provided the LHC

LHC Risk Sharing Loan Initialive



is in good standing at the time of the requested endorsement, and subject to reduction
of the mortgage amount, if required, HUD will endorse the project mortgage upon
receipt of the complete ¢losing docket;

tii. Possible Conditions for Approval. Finally, the Firm Approval Letter may comtain
conditions for approval. The LHC and mortgagor must evidence their acceptance of
the Firm Approval Letiter and any conditions by signing and returning the Firm
Approval Letter to the Multifamily Hub or Program Center.

iv. Expiration. The Firm Approval Letter will expire afier | year if the project has not
reached initial endorsement for insured advances projects, final endorsement for
existing projects, or stait of substantial rehabilitation for insurance upon completion
projects,

4. Extension of Firm Approval Letter. The Hub or Program Center may extend a Firm Approval
Letter upon written request of the LHC with supporting documentation.

. Tramsmittal of Addendum lo Risk Sharing Agreement (RSA). The Multifamily Hub or
Program Center wiil prepare and transmit with the Firm Approval Letter, an addendum
to the RSA reflecting the insurance risk share to be borne by the LHG and HUD, in the.
amount of 50 percent each.

ii. Required Documentation. In cases where the submdy layering review is not delegated
to the Housing Credit Agency and HUD review is requiied, the Firm Approva] Letter
will require the LHC to submit the required documentation for that review before the
LHC approves the loan under its own procedures if that documentation was not
submitted with the request for HUD-retained reviews.

iii. .Copy fo LHC. The Multitamily Hub. or Program Center shall send a capy of the Firm
-Approvai Letter to the LHC.

5. Rejection of Project. The Multifamily Hub or Program Center must notify the LHC in writing

if the project i not appravable due to focation in a military impact area or for an adverse
efnvironmental condition requiring rejection that cannot be mitigated.

LHC Risk SI_ia:in_g--Lnan Initiative:



PROGRAM PROCESSING

LHC RISK SHARING PILOT LOAN INITIATIVE

LHC Processing, Underwriting, and Substantial Rehabilitation: The LHC will use its own
underwriting standards and loan terms and conditions to underwrite and approve loans without further
underwriting by HUD.

1. LHC Responsibilities. The LHC is responsible for the performance of all functions except the
HUD-retained functions previously specified. After acceptance of an application for a loan to
be insured under this initiative, the LHC must, among other things:

a. Determine that a market for the project exists, taking into consideration any comments
from the Hub/PC relative to the potential adverse impact the project will have on proposed
or existing Federally insured and assisted projects in the area;

b. Establish the maximum insurable mortgage and review plans and specifications for
compliance with LHC standards;

c. Determine the acceptability of the proposed mortgagor and management agent;

d. Ensure the project is in compliance with all applicable nondiscrimination and equal
opportunity laws (see program requirement 11 under Section VI of this notice);

e. Make any other determinations necessary to ensure acceptability of the proposed project;

f.  Ensure that any required subsidy layering review is completed by the applicable Housing
Agency or HUD prior to loan approval.

2. Substantial Rehabilitation Period. The LHC is responsible for inspections during substantial
rehabilitation, processing and approving advances of mortgage proceeds during substantial
rehabilitation, review and approval of cost certification, and closing of the loan.

3. Inspections during Substantial Rehabilitation. The LHC must inspect projects at such times
during substantial rehabilitation as the LHC determines. The inspections must be conducted to
ensure compliance with the contract documents.

4. Lead-Based Paint. Risk-Sharing projects must comply with the lead-based paint requirements
Hdﬁsﬂg_l{lﬁg), as applicable, as well as 40 CI'R Part 745 Lead: Renovation, Repair, and
Painting Program. LHCs are responsible for monitoring and for ensuring that lead-based paint
requirements are followed.

5. Insurance of Advances. Periodic advances are permitted in the Risk-Sharing Program. In
periodic advances cases, progress payments approved by the LHC and both an Initial and Final
endorsement on the mortgage are required.

LHC Risk Sharing Loan Initiative



a.  Advances may only be used for projects involving substantial rehabilitation.

b. Tnapproving advances, the LHC must ensure-that the loan is kept in balance, and advances:
are approved only if warranted by substantial rebabilitation progress evidenced through
LHC inspection, as well as in accord with plans, specifications, work wi ité-ups and other
contract documents, LHCs must also make certain that other mortgageable items are
bupported with proper bills and/or receipts before funds can be approved and advanced for
insurance.

6. Insurance upon Complefion. In insurance upon comipletion casés, only the permanent loan is
insured and a single ‘endorsement is required after satisfactory completion of substantial
rehabilitation or repairs. Existing projects without the need for substantial rehabilitation are
only insured upon completion.

a,  Substantial Rehabilitation. The LHC approval of insurance upon comipletion project must
prescribe a designated period during which the mortgagor ‘must start substantial
rehabilitation. If substantial rehabilitation is started as required, the approval will be valid
for the period estimated by the LHC for substantial rehabilitation and loan closing,
including any extension approved by the LHC.

b.  Existing Projects without Substantial Rehabilifation. Existing projects with or without
repairs are insured upon initial closing. LICs may permit noncritical repairs to be
corapleted. after endorsement upon establishmenit of* escrows acceptable to the LHC.
Noncritical repairs are those tepairs that do not:

i. endanger the safety and well-being of tenants, visitors and passersby,
ii. adversely affect ingress and egress, or
iii. prevent the project from reaching sustaining oceupancy:-
7. Cost Certification. Ta ensure that the final amount of insurance is supported by certified costs.

The mortgagor and general contractor, if there is an identity of interest with the mortgagor must

execute a certificate of actual costs, in a form acceptable to the LHC, when all physical

improvements are completed to the satisfaction of the LHC.

a. Auditing, The cost certification provided by the mortgagor rmust be audited by an
mdependent public accountant in accordance with requirements established by HUD.

b. HUD review. HUD will not review cost certifications prior to Final Endorsement. Cost
certification documents will be looked at as. part of HUD's periodic, programmatic
monitoring of the' LIC's Risk Sharing activities.

8. Other Regquirements: The mortgagor must furnish:

& Assurance of completion in accordance with any requirements of the LHC as to. form and
amount, and

b. Latent defecis escrow or other form of assurance as required by the LHC to ensure that
latént defects can be remedied within the time period required by the LHC.
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9. Recordkeeping. The mortgagor and the substantial rehabilitation contractor. if there is an
identity of interest with the mortgagor, must keep and maintain records of all cosis of any
substantial rehabilitation.or other cost iterns not representing work under the general coritract-
and to make available such records for review by the LHC or HUD, if requested.

10. Project Information. LHC is. responsible for providing information about Risk Sharing
projects to HMUD for statistical, programmatic, and monitoring purposes. The project
information is submitted with the closing docket at initial closing for insurance ‘of advances
cases, andfor final closing. for insurance upon completion cases. When a substantial
rehabilitation project will be insured upon completion (i.e. no initial endorsement), project
information must be submitted to the Multifamily Hub or Program Center when substantial
rehabilitation begins. The cover letter should specify the substantial rehabilitation start date,

LHC Rigk Sharing Loan Initiative
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CLOSING AND LOAN ENDORSEMENT
LHC RISK SHARING PILOT LOAN INITIATIVE

LHC Closing and HUD Endorsement of Loan. Before disbursement of loan advances in periodic
advances cases, and in all cases after completion of repairs or substantial rehabilitation (or
completion of processing for existing projects requiiing no repaiis), the LIC must hold a closing
and submit ‘a closing docket with required documentatlon to the Multifamily Hub or Program
Center (Hub/PC) with jurisdiction for the project's location. The submission will include, among,
other things, the mortgage note which the Hub/PC Director will endorse for insurance. Prior to
closing, the LHC must ensure that the following property and mortgage requirements have been
met;

L. -Property Requirements-—~Real Estate. The mortgage must be on real estate held:
a. In fee simple;
b.. Under arenewable lease of not less than 99 years; or

c. Under a lease executed by a govetnmental agency, or other lessor approved by the LHC,
thatTias a term at least 10 years beyond the énd of the mortgage term.

2. Title.

a. Eligibility of Title. Marketable title to the mortgaged propeity- must be vested in the
mortgagor on the date the mortgage is filed for record.

b. Title Evidenice. The LHC must receive a title insurance policy (or other acceptable title-
evidence in the jurisdiction if title policies are not typical) that ensures that markétable title
is vésted in the mortgagor, that a survey acceptable to the LHC has been performed, and
that no existing impediments to title concern, or exist on, the property.

3. Mortgage Provisions,

a. Form. The: mortgage and note must be executed on a form approved by the LHC for use in
the jurisdiction in which the property is located. The. note must provide that the mortgage
is insured under Section 542(c) of the Housing and Community Development Act of 1992,
The note must also specify the risk of loss assumed by the LHC atid by HUD, at 50 percent
and 50 percent each.

b. ,Murtgagmi The mortgage must be executed by a mortgagor determined eligible by the
LLHC.

c. First Lien, The mortgage must be a single first lien on property that has first priority for
payment and that conforms to propeity standards prescribed by the LHC.

d. Single Asset Mortgagor. The mortgage must require that the mortgagor is a single asset,
sole purpose mortgagor.

LHC Risk Sharing Loan Initiative
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. Amortization. The mortgage must provide for complete ‘amortization (i.e;, regularly
amortizing) over the term of the mortgage. Commencement ‘of amortization must be the
month following HUD's endorsement of the loan. Amortizatior may- not commence prior
to HUD Joan endorsement.

f. Use Resirictions. The mortgage must contain a covenant prohibiting the use of the property
for any purpose other than the purpose intended on the day the mortgage was executed.

g. Hazard Insurance, The mortgage must contain;

i. A covenant acceptable to the LHC that binds the mortgagor to keep the property
insured by one or more standard policies for fire or other hazards which are stipulated
by‘the LHC;

ii. A standard mortgagee clause making loss payable to the LHC must be included in the-
mortgage;

iii. The LHC is responsible for ensuring that insurance is maintained in force and in the
amount required by this paragraph and by the mortgage;

h. The LHC must ensure that the insurance coverage is in-an amount which will comply with
the coinsurance clause-applicable to the location and character of the property, but not less
than 80 percent of the actual cash value of the insurable.i improvements and equipment, I
the mortgagor does not obtain the required.insurance, the LHC must do so and assess the
mortgagor for such costs; and

i. These insurance requirements apply as long as the LHC retains an interest in the project
and [inal claim settlement has not been completed or the contract of insgrance has not been
otherwise terminated.

J. If the property is located in a Special Flood Hazard Area identified by the Federal
Emergency Management Agency and in which the sale of flood insurance has been made
available under the National Flood Tnsurance Act of 1968 (NFIA), LHC must ensure that
the property is covered by flood insurance during the term of the mortgage in an amouat
equal 1o or greater than the least of the fo!lowmg (1) the development or project cost less
estimated land cost; (2) the maximum limit of coverage made available for the type of
property under.the NFIA; or (3) the outstanding. principal balance of the mor(gage.

K. Modification of Terms. The mortgage must contain a covenant requiring that, in the event
the LHC and owner agree to a modification. of the terms of the mortgage (e.g., to reflect a
reduction of the interest rate if reductions are realized in the underlying bond rates: for the
_project), any substdized rents would be reduced i accordance with HUD guidelines in
effect at the time,

I Regulatory Agreement, The morigage must contain a provision incorporating the
Regulatory Agreement by reference,

4. Morigage Lien and Other Obligaiions.

LHE Risk Sharing Loan Initiative
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a. Liens: Atthe initial and final closing of the loan, the mortgagor and the LIC must certify,
and the LHC must determine, that the property covered by the mortgage is free from all
liens other than the insured mortgage, except that the property may be subject to an inferior
lien(s) as approved by the LHC; as long as the insuted moitgage has fifst. priority for
payment.

b. Contractual Obligations: At the final closing of the loan, the morigagor and the LIHC must
certify. and the LHC must determine, that all contractual obligations in connection with-
the mortgage transaction, including the purchasé of the property and the i improvementis to
the property, are paid. An exception is made for obligations that are approved by the LHC
and determined by the LHC to be of a lesser priority. for payment than the obligation of the
insured mertgage,

5. Execution of Regulatory Agreement. The LHC and the mortgagor must execute and record a.
Regulatory Agreement in a form acceptable to HUD, a standard form of ‘which will be
developed. The Regulatory Agreement must include an addendum requiring the mortgagor to
compiy with the requirements of the Risk-Sharing Program for as Jong as the Commissioner
insures the mortgage.

6. Submission of Closing Docket. The LEIC must submit the closing docket, representations and
certifications, to the Hub/PC, transmitted by [efter signed by an amhor[zed official identified
in the Risk-Sharing Agreement. An nrlg,lnai and one electronic copy must be submitted. The
closing docket, each page numbered in the upper right corner with the HUD project number,
must confain specific project information, and accompanied by a check for the first year's
Mortgage Insurance Premiom.

a. Project Information. Project information concerning the mortgage amount, location,
number and type of units, income and expenses, rents, rents as-a percentage of area median
income, project occupancy percentage, value/replacement cost, interest rate, type of
financing, tax credit use (if applicable), and similar statistical information will be prowded

b. Initial Closing for Insured Advarices. If an initial closing docket is. required, il should be
submitted by the LHC and must include the information and certifications 1equesled in this
notice. The Hub/PC will review the initial closing docket in a manner similar to its review
of the final closing docket.

c. Final Closing: After substantial rehabilitation completion of the project or completion of
critical repairs (noneritical repairs imay be made after final endorsement with establishment
of appropr iate-escrows acceptable to the LHC) and execution of a certificate of actual cost
(for both insurance of advances and insurance: upon completion), the LHC will submit.a
closing docket to the Multifamily Hub or Program Center for final endorsement. The final
closing docket must include the information and certifications required by this notice: along
with the LEIC's updated project information if submitted for initial endorsement,

7.. Local HUD Office Review of Closing Dockets. The Mub/PC has primary responsibility for

review of closing dockets and eisuring that projects are endorsed for insurance. The Hub/PC
has 5 working days to complete this process except for the sample of projects that the Office
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chooses for pre-endorsement monitoring, which has a 10-day deadline. However, every effort
should be made to endorse projects as quickly as p055.1ble

8. Certifications. Multifamily Housing staff will review all closing dockets for completeness,
including the I.HC's certifications that:

a. Writlen approval was obtainied for all HUD-retained reviews; and

b. Allnondiscrimination, equal epportunity, and equal employment opportunity requirements
were followed;.

¢. The LHC reviewed and approved the mortgagor's Affirmative Fair Housing Marketing
plan; '

d. Processing, underwriting ( including a determination that a market exists for the project),
cost certification (at final closing only) and closing were all performed according to the
LHC's standards and requirements;

e. For insurance of advances cases, advances were made propoitionate 1o substantial
rehabilitation. pro gress;

f. The property is free of all liens other than the first mortgage except for inferior liens
approved by the LHC; and

g. All contractual obligations are paid.

9. Ofther Information. The Hub/PC will review each closing docket for among other things, the
presence of the LHC's project information, amortization schedule; a copy of the Risk-Sharing
Agreement with any prior amendments or addendumis; certified copies of the moitgage,
mortgage note (with the risk of loss to be'assumed by the LHC and HUD specified on the face
sheet); a copy of the LHC-approved cost certification; a copy of the Regulatory Agreement
between the LHC and the mortgagor; and a hazard insurance policy (and flood insurance policy
where required) with a clause making the loss payable to the: LHE; (for final endorsement of
insured advances), a-copy of the LHC-approved schedule of insured advances equal to the Risk
Sharing mortgage documenting the date and amount of each of disbursement during the
substantial rehabilitation period. The Hub/PC will also determing that certifications and other
documents committing 1he LHC were signed by L.LHC officials identified in the Risk~Sharing
Agreement.

10. Local HUD Office: Monitoring Functions. The Hub/PC will performi pre-éndorsemerit
monitoring by reviewing a iimited sample of the first three insured advances cases and cost
certifications. The Office has a total of 10 working days to review the submission and endorse
the mortgage for insurance for these samplé cases. In the case of these initial submissions HUD
has the authority to make an appropriate adjustnierit to the amount of mortgage insurance upto
and including final endorsement. However, it is anticipated that adjustments would be-made
only in vety rare cases {as they are rare for HUD-processed projécts). The review is to ensure
that the LHC has used its own procedures for insured-advances and cost certification. Except
where Headquarters has required a particular LHC to. use HUD's procedures for advances
and/or cost certification, LHCs do not have to comply with HUD's handbooks and instructions.

LHOC Risk Sharing Lo an Initiative.
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a. Insurance of Advances. Check fo see whether advances were consistent with substantial
rehabilitation progress, whether the loan remained in balance by comparing actual
disbursements against a project completion schedule, and whether disbursements were
supported by bills and/oi receipts.

b. Cost Certification. Review the LHC's cost certification to ensure that the ameunt to be
msured is supported by costs actually incuired and approved by the LHC.

1. HUD Endorsement. Afier review of the closing docket and .other materials, the Multifamily
Hub or Program Center must do the following:

a. Indorsement: Unless the loan is one of the first three initial cases submitted for HUD
review before endorsement; the Hub/PC Director will endorse the credit instrument within
5 workdays after ‘accepting the closing docket. The original endorsed credit instrument
must be returned by certified mail, refurn receipt requested.

b. Morigage Insurance Premium (MIP): The Hub/PC must issue an Official Receipt for the
initial year's MIP from the LHC (mortgagee). The MIP for the Risk-Sharing Program is.
different than HUD's other mortgage insurance programs.

<. "Closinig Memorandinn.” The Hub/PC staff is responsible for preparing the HUD-290 in
DAP based on project data consistent with the closing docket. The Hub/PC Director,
Operations Officer, ora person officially defegated to act for the Director signs the HUD-
290,

i, Inclide original with the original ¢losing docket to be transmitted to Headguarters.

ii. Inelude a copy with the conformed closing docket 1o be transmitted to the Hub/PC for
the monitoring p_has_e._

d. Contents of HUD-290 Closing Submissions: Within 5 workdays of endorsement, the
Elith/PC must submit copies of the following documents to the HUD Headquarters Office.
‘of Multifamily Insurance Operations:
L. “C Io‘s'ing_.Memorandum”'f‘orm HUD-290 signed by Director or designee;

it. “Official Receipt” form HUD-27038 for the first mortgage insurance premiurn;

ii. Schedule of Collections form HUD-3416 documenting the deposit of the first mortgage
insurance premitim;

iv. Mortgage note including-endorsement panel signed by officials of the LHC and HUD;
v.. Amortization schiedule consistent with the terms described on the mortgage note;
vi. Copy of the Risk Sharing Agreement with any prior amendments, and Addéndum to

the Risk Sharing Agreement for the subject project; and

LHC Risk Sharing Loan Initiative
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vii. For final endorsement of insured advances only, a copy of the LLHC-approved scheduile
of insured advances.

12. Transmitial of Washingtoir Closing Decket. The Risk Sharing original closing docket is
processed in the same manner-as the Washington Docket is for projects insured under fhe
National Housing Act except that the contents of the docket, inctuding amortization schedule,
must comply with the requirements of the Risk Sharing Prograin. The closing docket must be
delivered within 30 workdays of endorsement to Headquarters, Office of Housing, Chief,
Records Management Branch (HOAMP), B-264, including:

a. The cover memorandum and originai HUD-290; and
b. The closing docket prepared by LLHC, with each page numbered.

13. Recordation. Atthetime of Initial Endorsenient, in the case of insurance of advances, orat the
time of Fina! Endorsement in the case of insurance upen completion, the ILHC shall make

certain that the mortgage, the Regulatory Agreement, aad the Uniform Commniercial Code
financing statements are properly recorded, and filed in all required locations.

LHC Risk Sharing Loun Initistive
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PROGRAM MONITORING
LHC RISK SHARING PILOT LOAN INITIATIVE

Periodic program monitoring will be performed at two levels: (1) The Multifamily Hub-or Program

Center (Hub/PC) with _]l.I]‘lSdIC[IOI] for the LIC, and (2) HUD Headquaiters. HUD will conduct
compliance momtonng in accordance with the LHC's own approved procedures for -origination,
underwriting, processing, servicing, management and disposition procedures, a5 well as. compliance
with HUD regulations and guidélines. Annual certifications will be reqmred to verify that the necessary
staffing, procedmeq and measures of financial capacity addressed in the LHC's application for
participation in the initiative remain in effect. Other HUD offices may monitor LHCs and projects in
accordance with their delegated authority including compliance with nondiscrimination, equal
opporiunity, labor, and environmertal protection requirements. Monitoring will be per formed on a
remote and on-site basis primarily consisting of post-endorsement compliance reviews, The HUB/PC
with jurisdiction for the LHC will have primary responsibility to conduct periodic on-site monitering
ta determiine overall coriipliance with program requirements.

HUD Headquatters' primary responsibility wilt be overall program evaiuation and the review of
documentation pertaining to continued compliance of the LHC with program eligibility requirements,

including monitering of the dedicated account, where applicable, and other financial réquirements, As
appropriate, HUD Headquarters, including the Lénder Qualification .and Monitoring Division, the
Multifamily Office of Asset Managenient, and the Multifamity Claims Branch may also be involved in
conducting reviews of specific LHCs to determine compliance with applicable requirements,

'LHC Risk Sharing Loan Inttiative
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PROJECT MANAGEMENT AND SERVICING
LHC RISK SHARING PILOT LOAN INITIATIVE

The L.HC is responsible for providing loan servicing and project management in conformance with the
Risk-Sharing Agreement and the terms of the required Regulatory Agreement. Through its Teaming
Partner and using the AMEC Model, the LHC will perform Asset Management wiitil matur ity of LHC
Risk Sharing Pilot Loan.

1. LHC Responsibilities. As it relates to project management and loan servicing, (he responsibility of
the LHC shall include, but not.be limiled to:

a. Execution and Enforcement of Regilutory Agreement. Execution and enfercement of a
Regulatory Agreement between the mortgagor and the LHC that is recorded upon. the closing,
of the Risk Sharing Pilot Loan and which:

i. Includes a description of the property;

ii. 1s binding upon the morigagor and any of its successors and assigns and upon the LHC and
any of its successors for the duration of the insured mortgage. The LHC may not assign the
Regulatory Agrecment;

iii. Requires the project owner to make ail payments, due under the mortgage and, where
necessary, establish escrows and reserves for future capital needs;

iv. Requires the projoct owner to maintain the pioject as affordable housing;
v. Requiresthe project owner ta maintain the project in good physical and financial condition;

vi. Requires the project owner to maintain complete project books and financial fecerds, and
provide the LHC with annual audited financial statements after the end of each fiscal year;.

vii, Requires the project owner to comply with the Fair Flousing Act, Titles 1T and 11 of the
Americans with Disabilities Act-of 1990; s¢etion 3 of thie Housing and Urban Development
Act of 1968, the Equal Credit Opportunity Act, Executive Orders 11063 as amended by
Bxecutive Order 12259, Executive Order 12246, other applicable federal laws and
regulations issued pursuant to'these authorities, and applicable state and local fair housing
and equai opportupity laws; and, if the mortgagor receives federal financial assistance,
requires the project owner to comply with Title VI of the Civil Rights Act of 1964, the Age
Discrimination Act of 1975, and Section 504 of the Rehabilitation Act of 1973, and HUD's:
regnlations issued pursuant to these laws;

viii.Requires the project owner to operate as a single-asset mortgagor entity; and
ix. Requires the project owner to make project books and financial records available for HUD's

Inspector General and FHA Commissioner and his/her duly authorized agents, andfor
Government Accountability Office (GAQ) for review with appropriate notification.

LHC Risk Sharing Loan Initiative
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b. Physical Inspections. Performing annual physical inspections of the project and providing a
copy of the inspection reports upon request to the local Hub/Program Center, If the project
receives a less than satisfactory rating and/or if the-project is not in safé and saniary condition,
the LHC must provide a summary to HUD of actions required, with farget dales to correct
uriresolved findings.

¢.  Analyzing project annual audited financial staternents and providing HUD. with a summary of
any unresolved or negative findings, including a summary of corrective actions planned, with
target dates. Providing HUD with an annual audited financial stalement of the LHC in
accordance with the requirements of 24 CFR § 85.26 Non-Federal audit and OMB Circular A-
133 “Audits of States, Local Governments,.and Non-Profit Organizations™,

2. Record Retention: Records pertaining to the mortgage loan orlgmatlon and servicing of the loan
must be maintained for as long as the mortgage insurance remains in force: Records peftaining to
a moitgage default and claim must be retained from the date of default through final settlement of
the claim and for a period of no less than 3 years after final seitlement.

THC Risk Sharing Loan Initiative
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MORTGAGE INSURANCE PREMIUMS AND FINANCIAL SYSTEMS
LHC RISK SHARING PILOT LOAN INITIATIVE

LHC is responsible for processing Risk Sharing project applications and. approving them for HUD
mortgage insurance. The Hub/PCs record project information in tlie. Development Application
Processing (DAP) system and provide HUD Headquarters with data neéded to establish the insured
case in the FHA Subsidiary Ledger (FHHASL) System. The. Multifamily Insurance Operations Branch
(MFIOB) is responsible for tracking the portfolio of HUD insured projects and managmg the collection
of Mortgage Insurance Premiums (MIP). The MFIOB will bill LHCs for all premiums and applicable
[ate fees and interest charges due subsequent fo the MIP payment made at Initial Endorsement.

1. Establishing the Insurdnce in Force Record,
a. Projects with Insured Advances

. General—Projects endorsed with insured advances provide for HUD mortgage insurance
coverage.of funds disbursed during tire substantial rehabilitation period.

ii. Initial Endorsement—The Initial Endorsement of the mortgage note is performed by the
Hub/PC and normally oceurs prior to ihe start of substantial rehabilitation, Pr ojects become
part of the HUD- insured portfolio at this time.

(1} LHC Responsibilities Priov 10 Initial Endorsement Include:

(a) Collecting the Initial MIP-Prior to submitting projects fo the Hub/PC for Initial
Endorsement, the LHC will collect -an MIP payment equal to the prescribed
percentage of the insured amount as required by the Percentage Share of Risk. The
LHC will instruct the maortgagor to make the MIP check payable to the U.S.
Departiment of Housing and Urban Development;

{(b) Preparing the Closing Docket—The LHC will prepare a closing docket in
accordance with instructions contained in this notice. The closing docket will
include the mortgage note, amortization schedule, and risk-sharing agreement; and

{c) Subimitting the Endorsement Request to the Hub/PC—The LIIC will mail the MIP
aleng with the Closing: Docket to the Hub/PC for endorsement of the mortgage
note. These must be mailed within 15 days of closing.

(2) Midrifamily Hub/Program Center Initial Endorsement Responsibilities Include:

(a) Preparing the Official Receipt—The Hub/PC will deposit the MIP on the day
received and prepare and distribute the Official Receipi, form HUD-27038
decumenting the MIP payment and form HUD-3416 “Schedule of Multifamily
Project Collections™ documenting the:deposit of the MIP payment;

(b) Updating the DAP System—The Hub/PC will update the project data in the DAP
system within 2 days. of Initial Endorsement and prepare the form HUD-290
“Multifamily Closing Memorandum” to.create the FHASL insurance in force file;

{HE Risk Sharing [oan Initiative
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{c) Reporting to the Multifamily Insurance Opeiations Branch (MFIOB)—Within 5
days of receipt of the Closing Docket from the LHC, the Hub/PC must forward
documents required fo establish the insurance record t6 the MFIOB. Oné copy each
of the form HUD-290¢ “Muitifamily Closing Memorandum”, amortization
schedule, mortgage nofe, copy of the Risk-Sharing Agreement, form HUD-27038
“Official Receipt” and form HUD-3416 “Schedule of Multifamily Project
Collections™; and '

(d) Copies of these docuntents will also be incorporatéd in the official Docket that the
Hub/PC must submit to Headquarlt.rs The Hub/PC will submit the Official
Receipt for the initial premium. payruent to the Office of Finance and Accounting
(OFA).

(3} MFIOB Action. The MFIOB- will process information received from the Hub/PC to

~ establish the project in the FHASL System. The creation of a newly insured project in
FHASL also requires certain information from the official receipt issued by the
Hub/PC for receipt of the initial insurance premium. The FHASL record will be used
to generate the annual MIP billings.

‘jii. Final Endorsement—Projects with insured advances will be finally endorsed by the
Hub/PC after completion of substantial rehabilitation. The terms of the mortgage note may
be modified at this time as a result of substantial rehabilitation and cost certification.

(1) LHC Responsibilities Prior to Final Endorsement:

(a) Preparing the Closing Docket-—The LHC will prepare closing decket and submit
project information in accordance with instructions contained in this hotice. The
docket will include the mortgage note, amortization schedule, Risk-Sharing
Agreement and. any modifications to-the or iginaf note, copy of the LHC-approved
schedule of insuied advances equal to the risk-sharing mortgage; and

(b) Submitting the Endorsement Request 1o the Local HUD Office—The LHC will
matil the Closing Docket to the Hub/PC for Final Endorsement of the note.

(2) Multifamily Hub/Program Center Final Endorsement Responsibifities:

{a) Preparing the Closing Memoranduni—The Hub/PC will update the DAP System
dand prepare the form HUD-290 within 2 days of endorsement. The form HUD-290
will reflect any changes to the mortgage terms that existed at the time of the Initial
Endorsement; and

(b). Reporting to MFIOB—-Within 5 days of receipt of the Closing. Docket from the:
LHC, thé Hub/PC must forward one copy each of the Final Endorsement HUD-
290, Mortgage Note, Amortization Schedule, Schedule of Insured Advancesequal
ta the final mortgage, Risk-Sharing Agreement and Modification Agreement, if
applicable '

LHC Risk Sharing Loun.'[ni!ialivej



(3) MFIOB Actions, The MFIOB will process closing docket information received from
the Hub/PC to process the final endorsement in FHASL.

b. Projects Insured Upown Completion

I General—Projects endorsed with insurance upon compietion are processed for insurance
after completion of substantial rehabilitation, or purchase, or refinance with or without
repairs for existing projects. Initial and F inal endorsement of these cases occuts
simultaneously,

il. Initial/Final Endorsement—~Insured upen completion psojects become HUD-insured at the
initial/final endorsement.

iii. LHC Responsibilities Prior to Initial/Final Endorsement;

(1) Collecting the Initial MIP-~Prior to submitting projects to the Hub/PC for Initial/Final
endorsement, the LHC will colléct an MIP payment equal to the “Prescribed
Percentage for Calculating 1.HC's Annual MIP” times the loan amount. The LHC will
instruct the mortgagor 10 make the MIP check payable to the U.S. Deépartiment of
Housing and Urban Development;

(2) Preparing the Closing Docket—The LHC will prepare a Closing Docket in accordance
with instructions contained in this notice. The docket will include the mortgage note,
amortization schedule and Risk-Sharing Agreement; and

(3) Submitting the Endorsement Request to the Hub/PC-—Within 15 days of closing, the
LHC will submit the MIP along. with' the Closing Docket to the Hub/PC for
endorsement of the mortgage note.

iv. Mudtifamily Hub/Program Center Initial/Final Indorsement Responsibilities:

(1) Preparing the Official Receipt—The 1Tub/PC will deposit the MIP on the day received
and prepare and distribute the Official Receipt and Schedule of Collections.
documenting the MIP payment in accordance with Handbook 4110.1, REV-1;

(2) Preparing the Closing Memorandum—The Hub/PC will update project data in the
DAP System within 2 days of the [nitial or Final Endorsement and prepare the form
HUD-290; '

(3) Reporting to MFIOB-—Within 5 days of receipt of the Closing Docket from the LHC,
the Hub/PC must forward docurments required to establish the insurance record to the
MFIOB;

(4) Copies af Documents—Submitting one copy each. of the form HUD-290, mortgage
note, amortization schedule, the Risk-Sharing Agreement, Official Receipt, and
Schedule of Collections to MF10B; and

(5) Official Docket—Capies of these documents will also be incorporated in the official
Docket that the Hub/PC must submit to Headquarters. The Hub/PC. will submit the
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Official Receipt for the initial premium payment to the: Office of Finance aind
Accounting (OFA) in accordance with instructions contained in Handbook 4110.1
Rev.

v. Processing Closing Docket Information. The MFIOB will process the closing docket
information received from the Multifamily Hub/Program Center to-establish the project.in
the FHASL System.

2. Annual Preminm Billing and Record Change: Official records on HUD-insured multifamily
projects are. maintained by the MFIOB in the FHASL System at HUD IIcadquarters This
organization also is responsible for billing and collecting annual mortgage insurance premiums.
MIP is billed and collected in advarice and under certain circumstances, in connection with
termination of FHA mortgage insurance or prepayments, refunds of unearned premiums will be
made to the LHC for the mostgagor's account. All modifications to the: mortgage that take place
after final endorsement, as well as mortgage servicer changes, will be recorded in the FHASL.
system.

a. Annual Premiums: LHCs will be billed for all anntal premiums due after the initial premium.
All premium payments will be made through pay.gov in accordance with Mortgagee Letier
2012-16.

i. Interim Premiums Pre-Amortization—Premiums calculated on the total insured amount
will be due on the first day of the month of each anniversary of the initial endorsenient that
oceurs prior to the date of first payment to principal. These interim prémiums are only
relevant for projects with insured advances where the first payment to principal date is
more than 12 months after initial endorsement. The due date for interim premiums will be
the first day of the month in which the dnniversary of the initial endorsement oceurs.

it. dnnual Premiums Post-Amortization—The annual MIP payments, beginning with the first
‘payment to principal, will be calculated in -accordance with the amortization schedule
prepared by the LHC and supplied to HUD arid the MIP Pereentage taken from the Closing
‘Memiorandum prepared by the Hub/PC, The first regular annual premium will be due on
the first day of the menth in which the first payment to principal occurs. This first billing
(as well as subsequent annual premiuins) will be calenlated by muliiplying the “Prescribed
Perceiitage for Caleulating: LIC'S Annual MIP” by the average outstanding principal
balance during the upcoming 12 months following first payment. This payment will reflect
an adjustment to deduct any portion of the last interim premium paid that covers'a period
after first payment.

‘Example:

Mortgage Amoutit = $2,000,000

MIP Percentage = .45

"% Commitment 'I"ype_w“: [nsured Advances

Initial Endorsement—1/2/2012
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Initial premium for period 1/1/2012-12/31/2012 (32,000,000 x 0:45%) = $9,000
Date of First Payment to Principal 7/1/2012
Post amortization MIP due 7/1/2012 covering petiod 7/1/2012-6/30/2013

MIP due equals average ouistanding balance from amortization schedule ($1,950,000) x
0.45% = $8,775

Less amount of initial MIP for 7/1/2012-12/31/2012 =~$4,500

Total Due 7/1/2012 = $4,225

Thereafter, unlil maturity or termination in this notice, MIP payments will be die on the
fiest day of the month of each anniversary of the first payment to principal. The billings

will be mailed to the servicing mortgagee of récord approximately 45 days before the due
date.

b. Billing Statement and Reconciliation. A sample billing statement is shown as in HUD
Handbook 4590.1, Appendix 16, This form is to be returned along with the payment,

3. Method of Papment: Annual mortgage insurance premium payments must be made through
pay.gov.

4. Late Fees and Iriterest Changes: All payments must be’ received no later than 15 days after the
due date, Payments received after this will incur additional charges.

a. Lafte Fees—All premiums received by HUD more than 15 days after the due date will be
assessed a 4 percent late charge.

b. Daily Interest Charges—Premiums that remain unpaid more.than 30 days afier the due
date will accrue daily. interest from the due date until paid at the rate prescribed by the
Treasury Fiscal Requirements- Manial.

HUD will bill for interest and late fees each month until the charges are paid.

5. Post Final Endorsenient Modifications

a. The Applicant will provide the Hub/PC with a copy of the Modification Agreement along
with a copy of the revised Amortization Schedule;

b. Updating the DAP System~The Hub/PC will update the DAP System within 2 days of
receipt of notification of the modification agreement;

¢. The Hub/PC will forward copies of the modification agreement and amortization schedule,.
and revised forim HUD-290 to MFIOB;

d. The MFIOB will update FHASL to reflect the modified mortgage terms. Future premium
billings will be calculated on the new terms; and
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The Applicant will be responsibie for notifying HUD ol any changc in the project Servicing
Mortgagee. Up-to-date mortgagee information is needed. in order for HUD to properly
direct premium billings and other pr oject related correspondence. Morlgage changes will
be accomplished by completing and forwarding form HUD- 92080, “Mortgage Record
Change” to: U.S. Department of Housing and Urban Development, Multifamily Insurance
Opewtlom Brancl, PO Box 44124 Washington, DC 20026-4124,

6. Termination of Insuraice: The Applicant must remit annual Mortgage Insurance Premiums until
the mortgage reaches maturity or is tertninated through one of the following actions:

.a.

b.

d.

‘The mortgage is paid in full;

A deed to the HFA is filed for record;
An application for initial claim payment is received by the Commissioner: or

The contract of insurance is otherwise terminated,

7. Cessation of Obligation to Pay MIP. The obligation to pay MIP will cease upon receipt by HUD
of either of the following:

.

A completed “[nsurance Termination Request for Multifamily Mortgage™ form HUD-

9807. Requests for voluntary termination must be accompanied by the original credit
instrument. When the termination is approved, the insurance endorsement will be cancelled
and the credit instrument returned to the LHC. The instructions on form HUD-9807 are 1o

be followed;

The obligation to pay MIP will cease in the event.a deed is filed for recordation, of an
application for initial claim payment is received by the Commissioner; or

If the Contract of Insurance is terminated by paymerit in full ot is terminated by the LHC
on a form prescribed by the Commissioner, after the date of first payment to principal, the
Cormrimissioner shall refund any uncarned MIP paid for the period sfter the effective date
of the terimination ef insurance. The unearned portion.of MIP will be refunded to the LHC
for credit to the mortgagor's account.
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