U.S. Department of Housing and Urban Development

H O U S I N G

Special Attention of:              
   Notice  H 92-2  (HUD)

Regional Administrators; Regional        Issued:  1/9/92

Housing Directors; Mangers;              Expires: 1/31/93

Category A & B Offices; Directors

of Housing Development; Directors        Cross References:

of Housing Management; Housing

Development Program Coordinators

SUBJECT:  Reinstatement of Housing Development Grant - Project

          Settlement Procedures

     Notice H 89-28 (HUD), same subject, issued September

29, 1989 expired September 30, 1990, is reinstated to

12/20/92 to provide orderly and uniform closeout

procedures for Settlement of Housing Development Grant

projects by HUD Field Offices.

     The following corrections and clarifications

are being made to Notice H 89-28 (HUD):

1.   Page 5, third paragraph, second line, should read

     (change underlined): "...by more than ten percent..."

2.   Forms HUD-90024 through 90028, which follow the

     Addendum, should also be identified as Appendices 1

     through 5.

3.   Form HUD-90024, Grantee's Certification of Readiness

     to Initiate Settlement (Appendix 1) should be changed

     as follows:  At the end of the sentence to the right

     of the second box the following should be inserted,

     "except for items of delayed completion (punch

     list)."

4.   Form HUD-90025, Project Settlement Financial

     Statement (Appendix 2), the footnote f) explanation

     should read:  "Enter amount of reserve or letter..."

5.   Form HUD-90026, Determination of Grant Amount and

     Equity Investment, the footnote explanation should

     read (added wording underlined):  "To the extent that

     costs not included in Line C.1..but do not deduct any

     amount which reduces the sum of C.2 and C.4 to an

     amount below the level in A.2 and do not deduct any

     amount that finances an allowable developer's

     fee.
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 6.  Form HUD-90028, Housing Development Grant Settlement

     Agreement (Appendix 5), Section E should be amended

     as follows (change underlined):  "Excess

     grant..specified in Exhibit 3 to this Agreement

     (Appendix 3, Item A.12..."

CLARIFICATION

 1.  Simultaneous Processing for HDG Settlement and

     Mortgage Insurance Final Closing.  Page 16 indicates

     that HDG Projects with HUD insured or coinsured

     mortgages should utilize and adjust the FHA cost

     certification for the HDG Settlement and that HDG

     Settlement should occur before the first mortgage

     loan closing.  Notwithstanding the above, the HUD

     Field Office or coinsurer shall complete the HUD Form

     2331 and 2331A after obtaining the owner's and

     contractor's certifications and provide these to the

     Grantee for its settlement analysis.  The HUD Field

     Office should be aware that its Form 2331A analysis

     of the maximum insurable mortgage may be affected by

     a decision at HDG settlement to reduce the HDG.

     The Grantee shall obtain Forms 2331 and 2331A from

     HUD or the coinsurer prior to completing Form 90025

     (Appendix 2) for HUD insured/coinsured projects.  For

     projects with straight HUD mortgage insurance, the

     Grantee should rely substantially on the accuracy and

     reasonableness of HUD'S analysis, although the

     Grantee will need to adjust costs for HDG Program

     eligibility and remain ultimately responsible for all

     cost determinations.

 2.  Obtaining contractor's cost breakdown/certification.

     These should be obtained by the Grantee or HUD if

     there is a concern about the accuracy or

     reasonableness of hard costs, and must be provided by

     the owner upon request.  For HUD insured and

     coinsured projects, the owner shall provide both

     Forms 2330 and 2330A to the Grantee as part of its

     cost certification.

                         _______________________________

                         Assistant Secretary for Housing

                         Federal Housing/Commissioner

