DETERMINATIVE CRITERIA

The following is the determinative criteria employed by HUD 1o establish ths acesptability of transfer proposals and
must be addressed in the Purchaser's Lafier:

1.

The proposed ownerimanaging general partner is determined to e gualffied by the field office. The
proposed principal(s) and managing general partner must obtain previous pariicipation clearance. In
addition, the prospective owner/managing general pariner must safisfy the field office that hiser nat
worth is sufficient to sustain the projact in fme of difficulty and that hefshe has sufficlent experience to
operate the particular prcject which he/she intends to purchase. The requisite experience and net worth
will vary in proportion to the needs of each project. A troubled project requires an owner/managing
general pariner who has demonstrated the ability to successfully own and manage iroubled muitifamily
projects. Credit reports must now be submitted as part of the TPA application package; the
credit report must be from an acceptable credit reporting ageney and must includg an original
on the ageney's letterhead. o

2. The project's physical needs ara met by the proposed cash contribution. n order to recoramend approval

of the proposed transfer, HUD must datermine that the project will be restored to scund physical
condition within 24 months from the date of transfer.

To make this finding, HUD must be satisfied that dsferred maintenance wilt be corrected at the time of
the transfer or shorly thereafter. Likewise, it must be satisfied that the achievement of necessary
repairs and capital improvements, along with requisits energy related afterafions, will be completed
within an acceptabla length of fime, Tha need for and extent of repairs and improverments may be
greater when the project at issus is troubled. The field office must be satisfied that funds will be
avaitable 1o effect the plan for physical and capita! improvements. HUD may require the purchaser to
obtain a letter of credit or a bond in the amount nesded to complete the premised mprovements.

3. The project's financial needs are met by the proposed cash contribution. In order to recommend approval

of proposed transfer, the fisld office must establish that the mortgage is current and all accounts
payable will be cleared at the time of transfer, Tha Reserve Fund for Replacements must be funded to
an accaptable level within 18 months from the date of transfer.

An analysis of the Reserve Fund for Replacements must be conducted to determine the acceptable level
of funding for the particular account under review, HUD must consider both current and anticipated
project needs in establishing the "accepiable’ funding level. Such factors as the age of the project and
structural componants of the project will be considered. {Please rafer to the Revised Asset Management
Pracedures outlined in HUD Notice 98-13 issuad May 13, 1989, This Nofice revisad outstanding
gquidance in Handbook 4350.1 REV-1, Multifamily Asset Manaaement and Project Servicing, Chapter 13,
Change in Ownership: Transfer in Physical Assets,

HUD must determine if the financial nesds of the project are et through review of:

al Pro-forma Balance Sneet,

bt Inierim unaudited financial statementg,

L Morigagee confirmation of ascrews and reserves
d) Scurces and Usas Statemeant

reg nasds, In addition,

Cash contributions should te ussd te fund koth immediate and anticipated resarve 0
ihe Reserve for

~
v b 82
the transastion musi idantify other sources of furds, which will ba used io fund i
awriter agreemant i allosats such funds to the Rasarve Fund for Replacaments in ardar to mairtain an
acceptabie balance in that account. '



4 The Department's outsianding reguistions and adminisirative instrustions are safisfied. The transier of
physical assets praposal must comply with all HUD regulations, handbooks, adwinistralive, and iegal
reguiremants,

i

Where secondary finanzing is an dlemert of the transtar, HUDY's leqal 2nd administeative quidelinzs
pattaining to secondary financing are satisfisd. Guideiines periaining to secondary fnancing ars
daseribad in detall in the enclosed Chaoter 13 HUD Handbook 4350.1, REV 1, Change n Dwnershin:
Transter of Physical Assels, and appendices.

4. When conversion ko sondorminium or cooperative ownsiship is an element of t12 Fransfer, e current
HUD solioy reqarding condorminium or cooosrative corversion must be followed, Ever, proposal
Foiing conversion to tha cooparative form of operation must include sithar the express congent of the
morfgacee fo the conversion ar an 'ndemnily agreemant acceptanie to HUD.

Natural Persons ownstshio

HO advised on JJune 15, 1534, that that Tanants in Common ownership (concurrsat ownership whereby (co-
fenants awn the 2ame or different parcentages of intersst in real or personal property without & right of
survivorstip} 's an acoeptable legal form of ownershin. Ina Tenants in Common lovm of ownership, the
propesdy s held in the nams of the individuai co-tersants. Paragraph 8{1 of the Regulatory Agreement
prohibits an swrisr of a HUD-nsurad project from owning any businass other than the HUD-insured project,
Paragranh 611} makes an sxception '0 the single asset requirsment for projests ovned by natural persons,
Consatuently, Tenanis in Common forms of ownarshio which have natural persons as the co-tensnits, can,
pursuart o Paragraph 8(5, own businass otber then the HUD-surad project. As a result, this office does
rot considar ewnisrship of 2 HUD-neured profect by Tanants in Common, where the co-tenanis are natura:
nersons wio own other businesses, Ia be a vigiation of te single asset requirsment contained i Paragraph
5(f1 ot the Pagalatory Agreement.
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