U S. Department of Housing and Urban Devel opnent
Conmuni ty Pl anni ng and Devel opnent

Speci al Attention of: Notice: CPD 97-7

Al Secretary's Representatives | ssued: May 19, 1997
Al State Coordi nators Expires: May 19, 1998
Al'l CPD Division Directors

Al HOVE Participating Jurisdictions Cross Reference: 24
CFR Part 92

Subj ect: Conmitnment and Expenditure Deadline Requirenments for the
HOVE Pr ogr am

l. PURPCSE

The purpose of this notice is to provide procedures for
det erm ni ng whet her participating jurisdictions (PJs) have net the
requi renents for commtting and expendi ng funds in accordance wth
t he requirenents of 24 CFR 92.500(d) of the HOVE Program
regul ation. This notice updates the procedures in CPD Notice 95-04 .

1. BACKGROUND

The HOVE Program statute provides that HOVE funds are
available to participating jurisdictions (PJs) for comitnment to
af f ordabl e housing for a period of 24 nonths and that at |east 15
percent of each PJ's allocation nmust be reserved for investnent in
housi ng to be devel oped, sponsored, or owned by conmunity housing
devel opnent organi zati ons (CHDGs). These provisions are
i mpl enented by regulation at 24 CFER 92.500(d).

The definition of commitnent includes (1) funds that have been
conmitted to a specific project pursuant to a legally binding
agreenent and the project has been set up in the HOVE Cash and
Managemnent | nformati on System (G MS) or the Integrated
Di sbursenment and Information System (1D'S), and (2) funds for which
the PJ has entered into a legally binding agreement with a State
reci pient, a subrecipient, or a contractor to produce affordable
housi ng or provide tenant-based rental assistance, or has entered
into a witten agreenent reserving a specific anount of funds to a
CHDO (see 24 CFR 92.2).

Further, HOVE Program funds are available to PJs for
expenditure for affordable housing activities for a period of five
years. The HOVE Program regul ation at 24 CFR 92.500(d) provides
that HUD will reduce or recapture HOVE funds in the PJ's U S
Treasury account that are not expended within the five year period.
(See paragraph V bel ow).
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I11. DETERM NI NG AMOUNTS COW TTED
A. Determining Total Commtnents for PJs in the HOME /M S

For purposes of deternining whether a PJ that has not been
converted to the Integrated Di sbursenent and Infornmation System
(1DI'S) has net the requirenment for committing Fiscal Year 1995
funds by its deadline, HUD Field Ofices must deterni ne whether the
sum of conmitnments, including the sumof commitnents to CHDGCS,
reported in the HOME UM S from fiscal years 1995, 1996, and/or
1997 is equal to or greater than the amount of the PJ's FY 1995
al l ocation. HUD considers subsequent year commitnents because it
woul d be unfair to a PJ which because of cancellation of a 1995
funded project, FY 1995 funds remain uncommtted and subject to
deobl i gation when, in fact, the PJ has already conmmitted subsequent
years' funds. However, only FY 1995 funds (and not subsequent
years' funds) reserved for CHDO operating expenses and program
adm ni stration nay count toward the conmtnent requirenent for FY
1995 HOME funds.

Field Staff may nmonitor total commitnents by reviewi ng the
nont hly PJ Conmitment Progress Report distributed by the Ofice of
Af f ordabl e Housi ng Prograns. The report ranks PJs by the total of
funds comitted in relation to its Fiscal Year 1995 HOVE Program
allocation. For PJs with | ess than 100 percent conm tnent rates,
Field Staff may use the G MS Status of Funds Report (C47CAA) to
determ ne the sumof the PJs cunulative commtnents. This report
shows funds conmitted to specific local projects by fiscal year
source of funds. It also shows whether the PJ has reserved funds
for CHDOS, State recipients, and/or other entities. FY 1995 and
[ ater year funds that are reserved for any of these entities are
al so considered committed and are added-'to the anmpbunt of FY 1995
and | ater year funds committed by the PJ to specific projects.
However, if any of these funds reserved to other entities are al so
conmitted to specific projects, the anount of these conmtnents
nmust be subtracted to avoid double-counting. If Field Ofices need
assi stance in accessing the CA7CAA reports, please call Charlene
WIllianms in the Financial and Information Systens Division at (202)
708- 3226, extension 4581.

B. Determ ning CHDO Comm tnents for PJs in the HOVME UM S

After reviewing the status of total commitments, Field Ofices
must review the status of funds reserved for CHDOs. At |least 15%
of each year's allocation nust be reserved for CHDOS. FY 1995 and
| ater year funds that are reserved to CHDOs are considered to be
committed. |If a PJ has reserved any funds for CHDO capacity
buil ding during the first 24 nonths after its designation as a PJ,
these funds win be considered committed and will count toward
nmeeting the CHDO requirement. Thus, funds (up to the limt
al l owed) that were reserved for CHDO capacity building as of the
24-month deadline will not be deobligated and will renmain avail able
for CHDO capacity building. After the 24-nonth deadline, the PJ
may not reserve any additional funds for CHDO capacity buil ding.

2



If the report shows that an anpbunt |ess than 100 percent of
a PJ's FY 1995 HOVE funds has been commtted and/or |ess than 15
percent has been reserved for CHDOS, the Field Ofice is to
notify the PJ and provide it an opportunity to report commitnents
whi ch are not shown in the HOVE G MS. |If the PJ chooses to
provi de additional information, please note that the PJ nust
provide information on all FY 1995 and |ater year conmitnents (if
appl i cabl e and/ or needed to achi eve conmtnment requirenents), and
not just the bal ance uncomitted in the HOVE C/ M S, since
conmtments to specific projects in the GMS nay al so be
included in legally binding agreenents with State recipients or
subreci pients and therefore woul d be doubl e counted.

Note: Field Ofices may use the forns provided as
Encl osures 1 and 2 to this Notice, but are not required to,
in determ ni ng whether PJs net the commitment requirenent.

C. Determining Conmtnents for PJs Converted to ID S

Headquarters will provide Field Ofices with a report on the
status of commitments for PJs which have been converted to the
IDIS. The report will provide historical data on comm tnments
through the tine of conversion. |If the report indicates that an
amount | ess than 100 percent of a PJ's FY 1995 HOME funds had
been comritted and/or less than 15 percent had been reserved for
CHDOS, the Field Ofice is to notify the PJ and provide it an
opportunity to report commtnents which are not shown on the
report. |If the PJ chooses to provide additional information
pl ease note that the PJ must provide information on all FY 1995
and | ater year conmtnents (if applicable and/ or needed to
achi eve requirenents), and not just the balance uncommitted in
the HOVE UM S at the tinme of conversion.

Note: Field Ofices may use the forns provided as
Encl osures 1 and 2 to this Notice, but are not required to,
i n determ ning whet her PJs net the commitnent requirenent.

V. DEOBLI GATI ON PROCESS

If it has been determned that funds nust be deobli gated,
the CPD Division Director should notify (by cc:mail or
nmenor andum), the O fice of Affordable Housing Prograns,
Attention: Charlene WIlianms, of the proposed deobligation. Then
the CPD Division in the Field Ofice will prepare a Funding
Approval and HOME | nvestnent Partnership Agreenent (HUD- 40093),
as indicated below, to deobligate any funds that were not
conmitted by the deadline. This action should be conmpleted no
|ater than 90 days after the PJ's conmitnent deadline. The funds
deobl i gated must be rounded down to the nearest $1000 (e.g.
rather than deobligating $59, 629.72, the ambunt to be deobli gated
must be just $59,000). The HUD 40093 shoul d be conpleted as
fol | ows:



I[tem8 - Previous Onligation: Enter the anpbunt of FY 1995
HOVE funds awarded previously (fromthe original HUD 40093
for the FY 1995 funds).

8.a - Regul ar Funds: Repeat the anpbunt entered in item

8. (Al funds obligated previously were regul ar funds.)

8.b - CHDO Real | ocation: Leave bl ank. (None of the

previ ous obligation was from CHDO real | ocati on funds.)

Item9 - Current Transaction: Enter the total anount of
funds bei ng deobligated by this action. (Ei ther put a mnus
sign before the anpunt or parentheses around the anobunt to
i ndi cate the funds are bei ng deobligated.)

9.a - Regul ar Funds: Repeat the anpbunt entered in item
9. (Since the PJ has only received regul ar funds,

deobl i gat ed anmounts shoul d be reported as regul ar funds.

Agai n, use ninus sign or parentheses.)

9.b - CHDO Real | ocation: Leave Bl ank. (The anmount of funds
deobl i gat ed because the PJ has not net the requirenent

for CHDOs is to be reported in item11.)

Item 10 - Revised Obligation: Subtract the ambunt entered in
item9 fromitem 8 and enter here.

10.a - Repeat the amount entered in item 10. 10.b -
Leave bl ank.

Item 11 - Special Conditions: If any of the funds are being
deobl i gat ed because the PJ had not reserved at |east 15
percent of its allocation for CHDOs as required by 24 CFR
92. 300 and 24 CFR 92.500(d), check box b and indicate in the
space in block 11 the anmount of funds that are being
deobl i gat ed because they were not reserved for CHDOs or
attach a separate page with this information. (It is

i nportant that we keep separate the regular HOVE funds being
deobligated fromthe funds that have been deobli gated
because the PJ had not satisfied the requirenent for CHDGCs
because the reall ocation process is different.)

For the purpose of deobligating HOVE funds, four copies of
t he HUD- 40093 shoul d be prepared and signed as originals. After
the CPD Division Director signs the Agreenent (four copies), one
copy should be provided to the Field Accounting Division (FAD)
for recording the deobligation in the Program Accounting System
(PAS). One copy should be sent to the PJ; one copy should be
sent to the O fice of Affordable Housing Programs, ATTN:. Charl ene
WIlliams, Room 7168; and finally, one copy should be kept in the
Field Ofice grantee files.


/offices/cpd/affordablehousing/lawsandregs/regs/home/subg/92300.cfm

Upon recei pt of the HUD executed HUD- 40093, FAD will
deobligate the funds and will return the funds automatically to
HUD Headquarters for reallocation according to Subpart J of the
HOME regul ati ons.

V. DETERM NI NG AMOUNTS EXPENDED AND REDUCTI ON OF GRANT

In accordance with 24 CFR 92.500(d), HUD will reduce or
recapture HOMVE funds in the HOVE I nvestnent Trust Fund by the
amount of any funds in the United States Treasury account that
are not expended within five years after the last day of the
nonth in which HUD notifies the PJ of HUD s execution of the HOMVE
I nvest ment Trust Agreement. In deternining whether PJs have net
t he expendi ture deadline, HUD considers subsequent year
expenditures for the sanme reasons subsequent year commitnents are
consi dered for deternining whether the PJ nmet the conmtnent
requi renents (See paragraph Il above). For determ ning whet her
PJs have met the expenditure deadline for Fiscal Year 1992 funds,
HUD wi Il consider the sum of expenditures from Fiscal Year 1992
t hrough 1997 all ocati ons.

For any PJ not neeting the expenditure deadline, HUD will
of fset the PJ's subsequent HOVE al |l ocati on by reducing the grant
in an anobunt equal to the anmount of funds that was not expended
by the PJ. After determining the initial allocation for all PJs,
the offset funds will be added to the funds avail able for
allocation and redistributed to all PJs except those whose
al | ocations are being reduced.

Wthin 30 days of the PJs expenditure deadline, Field
Ofices should notify PJs identified on the nonthly HOVE C/ M
Expendi ture Deadline report that it did not neet its expenditure
deadl i ne in accordance with 24 CFR 92.500(d). The PJ should al so
be notified of the anbunt which will be deducted fromits Fisca
Year 1998 or subsequent year HOVE Program allocation. Copies of
the notification should be provided to the Ofice of Affordable
Housi ng Prograns, Attention: Charlene WIIlians.

NOTE: In accordance with 24 CFR 92.508(c) HOMVE participating
jurisdictions nust retain records pertaining to each fiscal year
of HOME funds for the nobst recent five year period. HUD Field
Staff must retain records in each PJ's programfile to docunent
each PJ's conpliance with the 24-nmonth commi tment and 5-year
expendi ture deadline, including actions taken by HUD to
deobl i gate and/ or recapture HOVE Program funds.
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Encl osur e

To Determ
1.
4)

To Determ

N o

1
PJ

FY 1995 HOVE Funds
ne CHDO Requi renent:
Amount that nust be reserved for CHDOs

to avoid deobligation (15% of Allocation shown on |ine

(Enter also in Part A I|ine 1 of Enclosure 2)

Amount reserved for CHDGs in U MS
(I'ncl uding funds for CHDO capacity buil di ng)

Amount subj ect to deobligation for failure to neet
CHDO Requirenent (Line 1 nminus line 2; however,

if line 2 is equal to or greater than line 1, enter 0)

ne Total Conmitnent Requirenent:

Al'l ocati on anount

M nus funds reserved for program adm ni stration
M nus funds reserved for CHDO operating expenses

Amount that nmust be committed to avoid deobligation
(Line 4 mnus lines 5 and 6)
(Enter also in Part B, line 1 of Enclosure 2)

Anount of commitnments in GMS

(I'ncludes funds reserved for CHDOS, State

Reci pients and other entities and funds

commtted to specific |ocal projects. Note: If
funds reserved for CHDCOS, State recipients and/or
other entities are also committed to specific
projects, the anpunt of these conmi tnents nust be
subtracted to avoid doubl e-counti ng when addi ng the
funds reserved to the funds conmitted to specific

| ocal projects for the PJ's overall program)

Amount subj ect to deobligation for failure to

@B B B &

neet total conmitrment requirenment (Line 7 minus line 8;%

however, if line 8 is equal to or greater than line 7,

enter 0)



Encl osure 2

Sunmary of FY 1995 HOME Funds
Report of HOVE Funds Under Bindi ng Conmit nment
Participating Jurisdiction
Deadl i ne for Conmitting Funds
FY 1995 All ocation

Amount of HOME Funds Committed

Part A - CHDO Conmmitment Requirenent

1. FY 1995 CHDO reservation requirenent $
(Fromline 1 of Enclosure 1)
2. Total of HO@funds reserved for CHDGOs $
3. Bal ance to be deobligated
(Line A°1 minus Iine A 2; however, if line A 2is
equal to or greater than line A 1, enter 0) $

Part B - Total Commitmnent Requiremnent

1. FY 1995 conmitment requirenent $
(From Line 7 of Enclosure 1)

2. Total of HOME funds conmitted by legally
bi ndi ng agreenents $

3. Bal ance to be deobligated
(Line B.1 minus line B.2; however, if line B.2
is equal to or greater than line B.1, enter 0)
Certification by Participating Jurisdiction

To the best of my know edge, the information reported in Parts A
and B above is accurate.

Aut hori zed Oficial:
Title:

Si gnat ur e:

Dat e:




Part C - To be conpleted by HUD

1. To be deobligated and reall ocated by conpetition for CHDGCs
(Fromline k3)

2. To be deobligated and reallocated by fornula
(Line B.3 minus line C 1)
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