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MEMORANDUM FOR:  Hel en M Dunl ap, Deputy Assistant Secretary
for Multifam |y Housing Programs, HM

FROM John J. Daly, Associate General Counsel
O fice of Insured Housing and Fi nance, GH

SUBJECT: Belden Stratford Historic Conservation Ri ght

The HUD requirenments necessary for the approval of
ahi storic conservation right and subordi nati on agreenent for
Bel den Stratford Apartnents, a coinsured Section 223(f) project
| ocated in Chicago, Illinois, were delineated in a letter
(attached) dated December 7, 1992 from Al bert B. Sullivan, then
Acting Director of the Office of Miultifanm |y Housi ng Managenent,
to Robert L. More, President of Washington Capital Associ ates.
This letter reflected the recommendations for nodifications to
the docunents that had been set out in a nmenmorandum of August 17
1992 from David R Cooper, Assistant General Counsel, Miltifanmily
Mortgage Division, to Ina B. Singer, Director, Coinsurance
Managenent Divi sion

The attorneys representing the owner/nortgagor of Bel den
Stratford have redrafted the proposed conservation right and
subordi nati on agreenent and have resubnitted themto HUD for
approval. M Ofice has reviewed the redrafted docunments and has
found the conservation right to be legally acceptable. In
addi tion, the subordination agreenent has been redrafted to be
made consistent with the conservation right in that the
subor di nati on agreement nakes clear that the lien provisions of
the conservation right are subordinated to the HUD coi nsured
first nortgage.

Wil e we have no | egal objections in connection with the
above, we wish to advise you of some non-|egal considerations.
Par agraph 10 of the conservation right requires the grantor (and
t hrough paragraph 19 any successors in interest) to maintain
i nsurance with a Best "A" rated insurance conpany that provides
for the full replacenent val ue against fire and extended coverage
for other perils. |In addition, the grantor nmust naintain
conprehensive general liability insurance that al so provides
coverage for the obligations of the grantor that are set out in
par agraph 13 of the conservation right. Currently this project
has a coi nsured nortgage and HUD will not beconme an owner if the
project nmortgage is |ater foreclosed upon. However, if the
project nortgage is at sone |ater date converted to ful



insurance, as a result of a |ender default under its agreenent
with GNVA or through sone alternate nmechanism HUD coul d

foll owi ng forecl osure, becone the owner of the project and be
subject to the requirenent that the owner nmust maintain fire,
extended and general liability insurance. W are aware that it
is programpolicy for HUD to self-insure when it becones the
owner of a foreclosed project. Therefore, the Ofice of
Multifam |y Housing will need to make a business decision as to
whet her or not it wants to require the revision of the
conservation right to pernit HUD to self-insure in the event that
the Departnment shoul d becone the owner of the property.

You are under no |l egal obligation to agree to the easenent.
There is, however, no |egal inpedinment to your approval of the
easenent. Such approval is strictly a matter for your program
det erm nati on



