U.S. Department of Housing and Urban Development

Office of Housing

Special Attention of:                    Notice H 95-60

Directors of Housing

Directors of Multifamily Housing         Issued: June 20, 1995

State Coordinators                       Expires: June 30, 1996

                                         Cross References:

Subject:Revision of Housing Development Grant - Project Settlement

Procedures

        Notice H 89-28 (HUD), same subject, issued September 29, 1989 expires May 31, 1995 and is reinstated to May 31, 1996 to provide orderly and uniform closeout procedures for Settlement of Housing Development Grant (HDG) projects by HUD State/Area Offices.

    The following addition is being made to Notice H 89-28 (HUD) to provide procedures for delegating HUD's role in HDG settlement processing to an independent or certified public accountant:

VIII.SETTLEMENT REVIEW DELEGATED TO IPA/CPA

        At HUD's and the Grantee's option, HUD's role in reviewing,

revising and completing the HDG settlement package prior to execution

may be delegated to an Independent Public Accountant (IPA) or Certified

Public Accountant (CPA) meeting the standards of Paragraph V.a. of this

Notice 89-28.  Selection, hiring and remuneration of the IPA/CPA will be the responsibility of the Grantee.  This IPA/CPA must be independent of any auditor hired by the owner and must follow instructions provided in this Notice H 89-28 (RD), as corrected and expanded by later notices

(see H 92-2 and paragraph IV of H 92-8 I) for HUD field office review.

        The IPA/CPA will be responsible for determining accuracy and

eligibility of all costs, the amount of grant earned and the amount of

equity in the project.  Based on these determinations the IPA/CPA shall

determine if the project owner or any other party has failed to make all contributions required by the Grant Agreement and to what extent if any, excessive HDG funds have been drawn.

        The IPA/CPA shall receive the Project Settlement submission

completed by the Grantee.  The IPA/CPA will review and revise as

appropriate forms HUD-90024, 90025, 90026 and 90027.  In determining
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whether costs were incurred, accurate, necessary, reasonable, and

program eligible, special attention will be paid to the requirements of

the KG program which differ from other RD programs.

        Of special concern are projects involving an Identity-of-Interest contractor, to determine whether any entity claiming remuneration as a general contractor (i.e. builder's profit, overhead) has performed the requirements of that role.  When there is no Identity-of-Interest contractor, the IPA/CPA will obtain a copy of the contractors certified costs, verify that the contractor is arms-length and compare the contract amount with the amount entered on line 8 of form RD-90025. 

        After completing the review and revising the Settlement Packet as appropriate, the SPA/CPA will notify the Grantee if it is determined

that excessive funds were drawn down or insufficient equity was

provided.  The Grantee will be permitted a thirty day period to respond

as indicated in Paragraph VI F(7) of this Notice 89-28.  The IPA/CPA

will review any Grantee response which will be incorporated in the

findings as appropriate.

        When any issues have been resolved, the SPA/CPA will prepare the form RD 90028 and provide it to RD for execution, supported by the

corrected Grantee settlement submission and all backup documentation.

                        Nicolas P. Retsinas
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                        Federal Housing Commissioner

