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ACADEMTC FAC|uflES 9-l-l

CHAPTER I. INTRODUCTION

Section l. Generol lnformolion

DESCRIPTION OF THE PROGRAM

The Tligher Education Facilities Act of 1963, Public Law 88-204,'
provides three types of assistance to institutions of higher education:

(1) Grants for construction of undergraduate academic facilities to:
(a) Public community colleges and public technical institutes

( Section 103, Title I ) .

(h) Institutions of higher education other than public com-
munity colleges and public technical institutes (Section 104,
Title I).

(2) Grants for construction of graduate academic facilities (Title
II).

(3) L,oans for construction of academic facilities (Title III) '

Administration of the Acadernic Facilities Program is vested in the
Commissioner of Education who is authorized by Public Law 88-204 to
utilize the facilities and sen'ices of other Federal agencies in carrying
out this responsibility.

The Office of Education retains primary responsibility for the Pro-
gram; however, certain preapproval and post-approval functions will
6e performeil by the Housing and Home Finance Agelcy,^rl-nder the
direction of the Community Facilities Commissioner. (See OE-HHFA
Agreement, Section 9-l-2). In general, HHFA rvill:

(1) Revierv the architectural/engineering portion of the application
and advise 0E thereon;

(2) Provide services pertaining to preconstruction and construction
activities under the Program; and

(3) Provide services pertaining to loan closing and other post-
approval financial arrarrgements.

The Office of Education rvill, among other things, determine the eligi-
bility of the applicarrt and the project, make the program, financial, and
legal reviews of the applicatiorr, make fund reservations and other ac-
counting actions, make and announce project approval, and take all
aotions concerrred with the grant and/or loan agreement and amend-
ments thereto.

lAppropriate p&rts of the text oI Public Law 88-204 &re giyen in Section 10-4.3 of Yolume I

3/10/65 |



9-I-l ACADEIT^|C FACil.|TIES INTRODUCIlON

GRANTS FOR CONSTRUCTION OF UNDERGRADUATE ACADEMIC FACITITIES

Title I of Public Larv 88-204 provides Erant assistance for the eon-
struction of academic facilities to (1) public community colleges and
public technical institutes, and (2) institutions of higher edueation
other than public community colleges and public technical institutes.

To be eligible for a grant, it must be shor,n that the project will :

( 1) Be placed under construction promptly.
(2) Result in an urgently needed substantial expansion of the insti-

tution's student enrollment capacity, or, in the case of a new
institution of higher education, result in creating urgently needed
enrollment capacity. OE Regulations (45 CFR 170.11) provide
that the addition of at least 10.000 square feet of assignable area
irr instructional or library faeilities, or the addition of an assign-
able area equal to at least 50 percent of the existing assignable
area in instructional and library facilities shall qualify as a
"substantial expansion of enrollment capacity." ("Assignable
area" means square feet of area in faeilities designed and avail-
able for assignment to speeific functional purposes, as distin-
guishcd from janitorial, maintenance, and mechanical equipment
areas, and non-assigned use areas-e.g., public washroom, gen-
eral storage, entrance lobby, and public stair, elevator, and corri-
dor space ') ;

(3) Re used as academic faeilities during at least the period of the
Federal interest therein. The Aet defines Federal interest as a
period of 20 years after compietion of construction. The OE
Regulations (170.14) provide that satisfactory evidenee must be
given that the applicant has or rvill have title to or such interest
in the facilities and site, including access thereto, to assure undis-
turbed use and possession of the constmction and operation of
the facilities for not less than 75 years from the date of the
application.

Applieations for assistance under Title I rvill be submitted by the
applicant to a State Commission rvhich shall review and process the
application in aeeordance n-ith the provisions of Public Law 88-204 and
the OE Regulations. P,ased on criteria, standards, and methods con-
tained in the State Commission's plan, as approved by the Offrce of
Education, the State Clommission l-iil periodically (either trvice or three
times a year) determine u,hich applications shall be referred to the
OfEce of Education and determine the Federal share.

Public Community Colleges ond Public Technicol lnstitutes

Section'l 03 of I'ublic I;arv 88-204, provides the method for allotting
Federal funds arnong the States for public community colleges and
public technical institutes. Section 107 provides that the Federal share
of the pro,iect shall be 40 percent of the actual eligible project develop-
ment cost of the academic facilities. Section 401 (a) (1) defines academic

2

1 OD Il,egulation 1?0.1 (f)

3/to/65



INTRODUCTION ACADEi/ilC FACtUflES 9.t-l

facilities as meaning structures suitable for use as classrooms, labora-
tories, libraries, and related facilities necessary or appropriate for
instruction of students, or for researeh, or for administration of the
educational or research programs, of an institution of higher education,
and maintenance, storage, or utility facilities essential to operation of
the foregoing facilities. Section 170.1 of the oE Regulations d.efines the
foregoing terms.

lnstitutions of Higher Educqtion Other Thon Public Community Colleges qnd Public Technicol

lnslilut6s

Section 104 of Public Lan' 88-204 provides the method for allotting
Federal funrls among the states for institutions of higher education
other than public community colleges and public technical institutes.
Section 107 provides that the Federal share of the project shall not
exceed 3317ij percent of the actual eligible project development cost of
the academic facilities. Section 106 limits grant assistance to structures,
or portions thereof, especially designed for instruction or research in
the natural or physical sciences, mathematics' modern foreign languages,
or engineering, or for use as alibrary. The OE Regulations (170.1 (p)
and (t) ) define "structure especially designed" as meaning a structure
which in its entirety (or, in the case of a portion of a structure' a sepa-

rate room or group of rooms) is designed and is programmed for use for
any or a combination of such purposes. Such a facility normally will
include areas having special arehitectural features or equipment which
are specifically and demonstrably, although not necessarily uniquely'
required for the special purposes for $'hich the structure will be used.

Facilities are considered programmed principally for such special pur-
poses if the applicant has firm plans, including tentative schedules of
utilization, to use the facilities principally for the specified purposes.

lncreose in Fsderol Share

Once an application has been received by the Office of Education, any
increase in project costs must either be absorbed by the applicant or a
request for an irrcrease in tlre Federal share be processed as an original
application. Such an "amendatory" application must be reviewed by
the State Commission with all other applications eligible for considera-
tion as of the next applicable closing date. This procedure is of partic-
ular significance in the case of overruns because of the uncertainty of
obtaining additional grant funds and the time required to process the
" amendatory " application.

Moximum Gront

The amount of the tr'ederal share for a project shall be based upon the
actual eligible project development cost as determined by the Commis-
sioner of Education.

3/to/65 3



9.r-r ACADEMIC FACltlllEs INTRODUCTION

GRANTS FOR CONSTRUCTION OF GRADUATE ACADEIAIC FACITITIES

tlnder Title II of Public Law 88-204, grants of not to exceed 33/3
percent of the actual eligible project development cost may be made to
institutions of higher education and to cooperative-gradua-te eenter
hoarcls for construltion of academic facilities for graduate schools and
cooperative graduate centers.

Not more than 121/z percent of the grant funds available under Title
JI mav be expended in anY one State.

Applications are submitted directly to. the Office of Education which,
in conjunction with the Advisory committee on Graduate Edueation, is

respon",sible for the action to be taken rvith regard to each application.

TOANS FOR CONSTRUCTION OT ACADEMIC FACII'ITIES

Loans mav be made to institutions of higher education, higher educa-

tion building agencies, or cooperative graduate center boards for con-

struction of'acaclemic facilities for institutions of higher education or
io".oop..otive gracluate centers. A loan also may b^e ma-de in-conjunc-
i;o" ruiit a grant, but in any case, not less than one-fourth of the actual
.ilgitt. proiect development cost must be financed from non-Federal
sources.

Applications for loans are submitted by the,applicant directly to the
office^of Education and are processed in accordance rvith standards and
methods determined by the Commissioner of Education.

Not more than 72t/2 pereent of the loan funds under the Program
may be expencled in anY one State.

The cvidences of indebtedness shall be in such form as may be pre-
scribeci by the Commissioner of Education. No loan rvill be made unless

the applitant is unable to secure the amount of such loan from other
ro.,"."i upon terms and conditions equally as favorable'

Security

All loans shall be secured in a manner u'hich the commissionet of
Education finds sufficient to reasonably assure repayment. The secu-

rity may be one or a trombination of the follorvingl :

(1) A pledge of a specified portion of annual genera.l or special reve-
' ,oi. of the insiitution.-acceptable to the Cornmissioner of Edu-

cation.

(2) A pleclge of unrestricted and unencumbered income from an' 
enrlbrvment or other trust funds acceptable to the Commissioner
of Educatiorr.

(3) Negotiable stocks or bonds of a quality and value acceptabie to
the Commissioner of Education.

4

1 OE Regulations 170.56
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INTRODUCTION ACADEMIC FACITITIES 9.I.I

(4) Full faith and credit (tax supported) obligations of a State or
local public body.

(5) Such other types of security as the Commissioner of Edueation
may find acceptable in specific instances.

Molurity

The Act provides that the maximum repayment period of a loan shall
be 50 years; horvever, pursuant to the OE Regulations (170.57), the
repayment period will be held to 30 years unless the Commissioner of
Education finds that a longer repayment period is required in order
for the loan to be feasible. fn no ca^se shail a loan repayment period
exceed the estimated useful life of the facilities to be constructed with
the assistance of the loan. Loans maturing in less than 30 years, or
loans rvhich tlo not mature serially, may be considered by the Commis-
sioner of Education in order to fit the loan into an applicant's total
financial plan.

Substantially level total annual installments of principal and interest,
sulficient to amortize the loan from the third year through the final year
of the life of the loan, vrill be required unless otherwise authorized by
the Commissioner of Education.

lnleresl Roles

fnterest rates are determined by the Commissioner of Education for
each fiscal year in accordance with a statutory formula, but the rate at
which an irrdividual loan is made remains in effect throughout the period
of the loan. The rate for fiscal year 1965 has been established at 33/+
percent.

The rate applicable to a specific loan is the rate effective on the date
on which the project is approved by the Commissioner of Education.

When the loan amount is increased subsequent to the date of the
loan approval, the original interest rate shall apply to the amount of
the increase when the increase falls into one of the following cate-
gories: (1) the increase results from bids overrunning the estimate,
and involves no change in the approved assignable area of the project;
(2) the increase results from a change in project design.nhich increases
the previously approved assignable area by less than 5 pe rcent ; ( 3 ) the
increase results from an increase in the project assignable area of 5
percerrt or more, provided that the total project square footage does not
exceed the area previously approved; (4) the increase is the result of
the institution not receiving an anticipated grant under Titles I or II,
or other Federal grant, where the eligible project development cost re-
mains the same, or in combinations with (1), (2), or (3) above, when
within the same fiscal year.

In all other cases, the interest rate in effect on the date on which the
increase is approved shall apply to the amount of the increase.

3/tO/55 5



9.I.I ACADEI\AIC FACII.ITIES INIRODUCTION

lnterim Finoncing

Funds for financing the project during construction prior to the date
x'hen the bonds or notes cal) be purchased rvill be provided by the appli-
cant, subject to the approval of the Commissioner of Education. Where
the Comrnissioner of Education finds that exceptional circumstances
prevail, and an applicant is unable to secure necessary interim financing
orr reasonable terms, an advance .mtry be made against the approved
Ioan. (See Chapter 9-5).

loon Closing

OE Regulations provide that loan closing shall be accomplished
rvithin ninety days from the date of the avrard of the prirne construction
contracts, unless otlreru'ise provided by the (lornmissioner of Education.

INEI.IGIBTE FACITITIES

fn accorrlance u'ith Public Larv 88-204 and the OE Regulations
(170.2), the follorving typcs of fairilities are not eligible for grant or
Ioan assistance under the Academic tr'acilities Program; a facility or
part of a facility which :

(1) Is intenclecl prirnarily for ovents for rvhich admission is to be
charged to the general public ;

(2) Is espceiallv dt'signed or intended for athletic or recreational
activities other than for ar acadenric ('ourse in physical education
or u'here the (lommissioner of Education finds that the physical
integration of suclt facilities rrith other academicr facilities in-
cluded unrier the Act is required to carry out the objectives of
the Act;

(3) Will be used for sectarian instruction or as a place for religious
rvorship or primarily in connection with any part of the program
of a school or departnient of divinity;

(4) Will be rrsed by a school of n'redicine, derrtistry, osteopathy,
pharmacy, optometry, podiatry, nursins, or public health as
dcfined in Section 721 of the I'ublic Ilealth Service Act.

(5) Is used or to be userl for ittfirrnary, hotrsing, food service, or
similar purposes;

(6) fs used or to be usctl for rnaintcnartce, storage, utility, or other
rroninstructional purposcs not essential to the operation or main-
tenanee of instnrctitirtal or instnrction-related facilities.

EI.IGIBIE PROJECT COSTS

AII costs normally incurred in planlring, constructing, acquiring the
site, anrl making necessar), site improvemertts for the eligible academic
facility project are generally eligiblc, cxcept as discussed beio'rv :

(1) In conrputirrg the development cost, the follorving may not be
in<rluded :

6 3/to/55



INTRODUCTION ACADEITAIC TACITITIES 9-I-I

(a) Any cost incumed before December 16, 1963, or under a
contract cntered into prior to that date, in accordance with
the Act.

(b) In accordance with OE Regulations (170.3), for applica-
tions received on or after April 1, 1965, either by the Com-
missioner of Education under Titles II or III, or by a State
Commission under Title I:
1. Any cost incurred under a construction contract entered

into prior to the date of the Government's concurrence
in the award.

2. Any land acqui,sition costs or costs for architectural/
engineering or legal services incurred more than two
years prior to the date of the application. (Such costs,
of course, are ineligible if incurred prior to December
16,1963.)

3. Any other project costs, including costs of acquisition of
existing structures, incurred prior to the acceptance of
the Agreement.

(2) Also excluded from the development cost by the Act are:

(a) With respect to Titles I and II, an amount equal to the sum
of:
1. Any other Federal grant u'hich the institution has ob-

tained or is assured of obtaining for the project, and

2. The amount of any non-Federal funds required to be
expended as a condition of such other Federal grant; and

(b) With respect to Title III, an amount equal to the amount of
any Federal assistance which the institution has obtained or
is assured of obtaining for the project, other than a Title I
or II grant.

( 3 ) Grant funds may not be used for the applicant's ordinary or non-
project operational expenses.

Costs may include interest during construction. The specific date
upon which interest during construction will terrninate normally shall
be the date of substantial completion of the project.

FAtI..OUT SHEI.TERS

The additional cost of providing fall-out shelters in academic facilities
projects can be covered under the grant and/or loan. Encouragement
should be given and technical publications should be made available to
applicants when desired, so that shelter is provided for project occu-
pants. Not more than $100 per occupant can be included in the grant
or loan for the provision of fall-out shelter and its equipment. If the

3/10/55 7



9.r-r acADE'\AlC FACIUTIES lNTRODUCIION

capacity of the fall-out shelter is greater than the seating capacity of the
prbject, the cost of the excess capacity must be defrayed from other
than grant and/or loan funds.

FINANCING OF BAIANCE OF PROJECT COST

Approval of a grant and/or loan will depend in part upon the appli-
cant-'i shou'ing th;t it rvill bt' able to provide thc other funds required.
The Terms and Conditions of the l-.,oan and/or Grant Agreement require
as a prerequisite to any disbursement of funds that the applic-ant pre-
sent iatisfactory evidence that it has the funds and they have been de-
posited in the construction account.

Funds on hand. may represent State or local appropriations or other
fund hitherto received and held in the form of a bank deposit or in-
vested in short-term llnited States Treasury obligations. The applicant
should be required to confirm in writing the existence of such funds.
'Ihe funds must be available for deposit into the construction account
as soon as construction begins and at least prior to the initial disburse-
ment of Federal grants or loans.

PROJECT DESIGN

Each applicant rvill develop its ou,n plans and specifications for its
project. However, construction rnust be undertaken in an economical
manner, and the project shall not be of elaborate or extraYagant design
or materiais.

PROJECT AUDITS

Project auclits rviJl be conducted by the Department of Health, Edu-
cation, and \Yelfare. Ordinarily, there will be only a final audit. How-
ever, the Cornmissioner of Education may require special and interim
audits. In any case v'here the Regional Administrator (or the Regional
Director s'here so authorized) finds that circumstances indicate an
interim or special audit, he shall send the full particulars of the case,
rvith his recommendation, to CFA.

rEES FOR AUDITS AND INSPECTIONS

No fer.s shall be charged for audits and inspections made under the
Academic Facilities I'rogram.

I 3/to/65



ACADEMIC FACITIIIES 9.I.2

CHAPTER I. INTRODUCTION

Seclion 2. OE-HHFA Agreemenl

Following is the text of the agreement betlveen the Office of Educa-
tion and the Housing and Home Finance Agency u'ith respect to the
Academic Facilities Program :

AGREE}tENT
BETWEEN OFFICE OF EDUCATION AND HOUSING AND

HOME FINANCE AGENCY FOR SER,VICES IN
ADMINISTRATION OF PUBLIC IrA\\r 88-204

(HTGHER EDTTCATION FACIT./ITIES ACT OF 1963)

\\rhereas in the administration of Public Larv 88-204, hereinafter re-
ferred to as the Act, the Commissioner of Education is authorized "to
utilize the services and facitities of any agency of the Federal Govern-
ment and of any other public or nonprofit agency or institution in
accordance with appropriate agreements, and to pay for such services
either in advance or by rvay of reimbursemnet, as may be agreed upon 1"
and

Whereas the Commissioner of Education, hereinafter referred to as
the Commissioner, wishes to make use of certain technical services of
the Housing and Home Finance Agency in connection with the admia-
istration of the Act; and

Whereas the Housing and Home tr-inance Administrator, hereinafter
referred. to as the Administrator, is agreeable to the performance of
such technical services by staff of the Housing and Home Finance
Agency, hereinafter referred to as the Agency, under the direction of
the Community Facilities Oommissioner ;

NOW THEREFORE, the Administrator agrees to provide such tech-
nical services to the Of6ce of Education, and the Commissioner agrees
to reimburse the Agency as hereinafter provided, for the performance
of such services. The technical services to be provided shall be of the
type described below:

Pre-Approval Architectural/Engineering Reviews

1. The Agency will review project applications, refered to it under
procedures established by the Commissioner, insofar as architec-
tural and engineering plans and cost estimates are concerned, in
accordance with standards and criteria promulgated by the Com-
missioner, and following such review and such consultation as

3/to/6s I



9.1-2 ACADEMIC FACITITIES INTRODUCIION

may be necessary with appticants or their representatives, will
submit to the Commissioner as soon as possible a report on eaeh
such projeet :

(a) advising as to whether in the Agency's judgment the arehi-
tectural and engineering features of the project are accept-
able, and if not, in rvhat particulars they are deficient;

(b) advising as to 'r'vhether in its judgment the cost estimates
made by the applicant are accurate and reasonable, and if
not, in lr.hat respects they are not ; and

(c) advising as to r,r,hether in its judgment any portion of the
project rvould be of elaborate or extravagant design or ma-
terials, and if so, in u,hat respects.

2. In any case rvhere the project is found to be defective in its
achitectural and engineering aspects, the Agency u'ill provide
such technical assistance as may be requested by the Commis-
sioner to enable the applicant to remedy the defects.

Post-Approval Construction Services on A11 Projects
3. On any approved project for x,hich a grant and/or loan offer is

made by the Commissioner and accepted by the applicant, the
Agency t ill :

(a) provide guidance to the applicant eoncerning preconstruc-
tion procedures, and verify and advise the Commissioner as
to the adequacl, of provisions for on-site supervision of con-
struction by the applicant or the applicant's arehitect;

(b) obtain and forward to the applicant the determination of
local rvage rates in accordance rvith the Davis-Bacon Act, as
amentled (40 Lf.S.C. 276a-276a-5) ;

(c) revierv detailed plans, specifications, and equipment lists for
conformance 'rvith thosrr on which project approval was
based, and examine the foregoing and other proposed bid
arrd contract documerrts to ascertain 'w-hether they conform
to custornary procedures for securing reliable competitive
bidding, and advise the applicant and the Commissioner as
to their sufficiorrcy and any features inconsistent with the
grant and,/or loan agreement. When satisfied that all per-
tinent conditions of the Act, regulations and other proce-
dures promulgated by the Commissioner, and the grant and/
or loan agreemerrt arc provided for, the Agency will notify
the applicant that the bidding documents may be released
for advertisement, and so advise the Commissioner;

(d) revierv proposed final constructiorr contract documents and,
rvhen satisfied that ali requiremerrts are fully provided for,
including the prescribed provisions for labor and fair em-
ployrnent standards, inform the applicant that it may pro-
ceed s.ith the proposed arrards of construction and equip-
ment contracts and so advise the Commissioner.
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4. After execution of construction contracts for any approved proj-
eet, the Agency rvill carry out a schedule of on-site visits in order
to:
(a) verify the adequacy of resident inspection or similar local' 

on-sife inspection provisior.rs by the applicant or the appli-
cant's architect;

(b) check conformance by the applicant u'ith construction ac-

eount requirements:
(c) ascertain if construction is proceeding in accordanee with

approved plans, specifications, and contract documents;

(cl) verify compliance by the applicant and the contractors and
subcontractors rvith labor standards, fair employment stand-
ards and related requirements;

(e) inspect equipment received and installed for conformance
'rvith approved plans, specifications, and contract documents;

(f) verify and inform the Commissioner of the completion of
stages of construction upon'lvhich payments of grant install-
ments or completion of Federal loan arrangements are con-
ditioned.

Normally, a minimum of three such visits shall be conducted:
(1) upon the start of construction; (2) when-the project is-ap-
proximately 50 percent in place; and (3) w-hen it is fi-nished.
Additiotral visits will be conducted only to the extent that the
Agency deems necessary in connection rvith a particular project
ar.d to the extent possible within authorized resources'

5. The Agency rvill report to the Commissiongr ?!y exceptional
findings with respect to the above items, and.wiII make inspec-
tions 6r consult with applicants on such special matters as the
Commissioner may request.

6. The Agency 'tl,ill receive all proposed changes -in structural or
other features of projects covered by grant or loan agreements,
and 'lvill either, l1; determine, in accordance rvith standards
promulgated by the Commissioner, that there is no reasonable
tasis for believing that the proposed changes could alter the scope

of work, function or student enrollment capacity of the facility;
or (2) refer the matter to the Commissioner with recommenda-
tions for approval or disapproval, and notify the applicant of
such referral. The Agency will notify the applicant and the
Commissioner rvhen it determines, in accordance with (1) above,

that the changes trre acceptable.

?. llpon completion of each construction pro.ject rlnd-er the Act, the
Agency r'vill inspect the facility to determine whether the project
tras been completed in accordance with the approved plans, speci-
fications, and contract documents, including |PPro-ved- changes,
and the assurances given by the applicant; wiII verify the receipt
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and installation of all equipment covered by the grant and/or
loan agreement ; and will prepare ancl send to the Commissioner
as soon as possible a report of project completion verifying that
the project has been satisfactorily completed and that all facil-
ities and equipment covered by the agreement are in place, and
shorving the final estimated cost of the project. The Commis-
sioner wili arrange for a final audit of the project and will notify
the Agency l,hen the project is closed.

Post-Approval Firiancial Sen,ices on Projects \\rhich Involve Title III
frO&nS

8. On any project for ivhich a Title III loan offer is made by the
Commissioner and accepted by the applicant, the Agency will, in
addition to post-approval construction services listed above, per-
form appropriate services, such as the follo'w,ing where applica-
ble:
(a) ascertain and advise the Commissioner as to the terms upon

which interim financing from non-Federal sources can be
arranged for the project ;

(b) handle the exchange of any Federal loan advance for an
interim note to the Commissioner, and arrange for the safe-
keeping of the note pending final loan settlement;

(c) verify that arrangements for bond counsel, trustee, paying
agent and depository bank conform to the Commissioner's
requrrements;

(d) provide guidance to the applicant in complying with loan
conditions and in preparing bond proceedings required for
the submittal of the appropriate bond transcript documents,
review such documents, and advise the Commissioner as to
t heir suffi,'ieney :

(e) advise the borrorver u'hen appropriatc to advertise bonds for
sale ;

(f) submit bids for the bonds on behalf of the Commissioner,
and conduct the bond closings and transrnit bonds and bond
transcripts to the Commissioner or his designee; and

(g) inform the Commissioner upon completion of each step
Iistedin (a) through (f) above;

(h) in the eveut an accepted loan offer provides for ioan proce-
dures in addition to or in lieu of those indicated in subpara-
graphs (a) through (f) above, the Agency will provide such
other services on behalf of the Commissioner as may be
n'quested.

Aclministrative Arrangements, Reports arrd Procedures

9. The Agency shall perform all the services herein provided in
accordance rvith such regulations and policies for administration
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of the Act as the Commissioner may promulgate. The Commrs-
sioner agrees to consult the Administrator before the adoption
of any regulations l'hich affect the services of the Agency here-
und.er.

10. The Agency shall provide the Office of Education with immediate
notifications of circumstances or conditions which delay the com-
pletion of projects covered by grant and/or loan agreements
under the Act.

11. To facilitate effective administration, communications, and
prompt actiotr, the Commissioner and the Administrator will
arrange for inforrnal day-to-day relationships between the field
staffs of their respective organizations, but such relationships will
not substitute for or interfere with tlie performance of responsi-
bilities assigned and assumed in this agreement in the manner
considered appropriate by the Commissioner and the Adminis-
trator for the discharge of their respective responsibilities.

72. In order to maintain a complete project docket of action docu-
ments and current progress schedules and accomplishments in
the Office of Education, the Administrator shall arrange to trans-
mit to the Commissioner copies of such documents and corre-
spondence, and to prepare such progress schedules and reports as

may be required by the Commissioner.

13. The Agency shall obtain clearance by the Commissioner for all
forms and instmctions with respect to the services to be performecl
under this agreement other than forms and instructions which
are solely for internal use within the Agency, and shall supply
to the Commissioner copies of aII forms and instructions which
are issued internally.

Technical Service Funds

14. The Commissioner shall pay the Agency for the technical serv-
ices provided hereunder, on the basis of the costs incurred by the
Agency in providing such services, but in no event to exceed the
amount budgeted or appropriated therefor. l-unds budgeted and
appropriated for this purpose shall be made available to the
Agency, in advance or by reimbursement, as may be agreed upon,
on the basis of reports submitted by the Agency to the Commis-
sioner in accordancelvith the next paragraph.

15. The Agency will furnish to the Commissioner: (a) detailed jus-
tification of budgetary requests for technical service funds for
each fiscal year; (b) advance estimates of technical service op-
erating costs (by services performed andby organizational units)
for performance of the above-described services; and (c) reports
of obligations and expenditures for services rendered. The form
and periodicity of such reports shall be agreed upon by repre-
sentatives of the Agency and the Commissioner.
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Termination of Agreement

16. This agreement shall continue in force from year to year until
cancelled by uutual agreement betrveen the Commissioner and
the Adrninistrator, or by either party, upon 90 days'notice in
rvriting by either partl- to the other.

Robert C. \lreaver /s/ Wayne O. Reed
Administrator (Acting) Commissioner of Education

August 20,1964August 13, 1964
Date Date

6 3/ro/55



Inquiries concerning the Academic Facilities Program shall be re-

t.rreh to the Regionai Director. Inquiries of a g_en_eral nature rvhich

-"y il. ur.*"r.d" by furnishing OE 
-informational 

documents may be

f,uriafua by the Regional Offrce.. If the inquiry c-oncerns specific pro-

;;il;; ptU.f matiers or the prepar-ation a.d submission of an lppti-
Eutio", the inquirer should be refeired to or the inquiry for$'arded to-

Bureau of Higher Educatiorl Facilities
United States 0f6ce of Edueation
\Yashington, D. C. 20202

Where the inquiry is forwarded to the above address, the Regional
Office shall notify tle person making the inquiry of the referral and
that the Offrce of Education rvill respond directly.

Regional Offices should provide assistance, when requested by a po-

tentiil applicant, on engineering, construction, and loan closing matters.
wh.". suth assistance is to be provided, the local representative of the
offlce of Education shall be invitea to participate. Assistance on other
,ruit."., particularly those pertaining [o general program aspects, wiII
be furnished by the Office of Education.

Inquiries concerning a previously submitted application shall be re-
ferred to the Office of Education.

ACADElllc FACILITIES 9-2-l

CHAPTER 2. APPTICAIION PROCESSING_TITTES I, II, AND !II

Section I . lnquiries
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ACADEMIC FACltlTlES 9-2-2

CHAPTER 2. APPLICATION PROCESSING

Section 2. Applicorion Review

APPTICATION PROCESSING

Following program review of an application and a prelilT inary fund
reservation-by tfie Offlce of Education, CFA wi1 be furnishe6 a eopy
of the application and appropriate exhibits. At the same time OE will
forward one copy of the appliiation with aII exhibits, inclu6ing the full-
sized. plans, to the Regional Office for review as to whether:

(1) The architectural and engineering features of the project are
acceptable.

(2) The cost estimates are acceptable and rcasonable.

(3) The project conforms to the statutory and regula-tory prohibi-' tions concerning use of elaborate or extravagant design or ma-
terials.

Financial and legal revies's will be made by the office of Education.

Regionol Ofiice Processing

The Chief, Academic Faeilities Operations Branch, is responsible for
coordinating Regional Office processing.

fn most cases, it will be desirable or necessary to consult with or
render assistance to the applicant in connection with the architectwal/_
engineering portion of the application. Such meetings c^ou1d be general
asln the engineering part of pre-application type conferences or spe-

cific to discuis identifieh problems. Where matters to be eovered involve
only CFA review responsibilities and lvould not affect the scope or ed'u-

eational features of fhe project, the Regional Office may communieate
directly rvith the applicant antl its architect/engineer. _Other matters
shall be referred to bfA for discussion with OE prior to Regional Offce
eontact with the applieant.

Engineering Review

The application shall be given to the Engineering Br-anch which shall
ascertain that aI1 pertinenf data is complete and in sufficient tletail. If
data is incomplete or missing:

(1) The Chief, Engineering Branch, may eontact the applicant's' architect/engineer to request clarification of technical details,
cost estimates, and related mattels, or

(2) The Chief, Academic Facilities Operations Blanc\ shall be re'
quested. to arrange for obtaining the data as provided aboYe.
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9-2.2 ACADEMIC FACII.ITIES APPI,ICATION PROCESSING

The engirreering review shall be recortled. on Form CFA,-\212, Appli-
co,tion Reuieto Report (Exhibit A), in aceordanee with the following
guides and criteria:

Project Number-As shorvn orr the application, except that the ab-
breviated name of the State shall be added as a
prefix.

Type of Facility-Slls11r gcncr&l type of facility to be constructed,
such as "Library, " " Chemistry Building," " Gen-
cral Classroom Building. "

Itcm I. Name of applicant as shoryn in item A-1 of the application.
Itcm 2. Project loeation as shown in item A-3 of the applieation.
Item 3a. The date and preparer of the drawings/sketches shall be

taken from the d"rawings/sketches.
Item 3b. Self-explanatory.
Item 3c. It should be noted that the determination as to eligibility

of areas, equipmcnt, ete., is made by the Office of Educa-
tion prior to the engineering review. Differenees of less
than fir,e percent betrveen the applieation and review data
nced. not be reported.
Differorrces irr arca of rnolc tharr 5 pcrceut should be clis-
cussed with the applicant and/or its architcct/engineer to
rletermine if the rliffcrcrrcos can be exp)aincd ; appropriate
comnrents regarding the differences and reasol)s therefor
shall be inclucled in thc Applicatiott.Reuiew Report.
As defined in the OE Regulations (45 CFR, 170.1) :

(1) Totol Interior Bpace Area, means the total area meas-
ured betrveen the inside face of exterior walls.

(.2) Assionablc Arca means the square feet of area in fa-
cilitics designecl and available for assignment to spe-
cific functional purposes, as distinguished from
jarril orial, maintenance, and mechanical equipment
arcas, an<1 nonassigned nse areas (e.g., public wash-
rootn, g(,ncral building service storage, entrance lobby,
antl public stair, elcvator, and corridor spaec).

Assignable -and, non-assignable areas are calculated by
ureasur':ng betu,een thc center line of interior partition,s
and/or rvalls, and for areas located. on exterior walls, be-
tu,een the inside face of the exterior walls ancl the center
line of interior partitions and/orr,valls.
Exhibit B provides definitions of general classrooms; in-
struetional laboratories or shops; other teaehing facilities;
service areas for teachirrg facilities; library facilities; fac-
r-rlty offices ; research facilities; administrative facilities ;
stuclcnt study facilities; arrcl other instruetion-related
facilities.

Itern 3t1. ll'he project cost line items on the Application show the esti-
matcd costs for the total proposed construction; each item
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1 Such points shall be referreil immediately to CFA for discussion \rith OE

should be reviewed. The estimated common or "nonallo-
cable " development costs will be prorated on the basis of
the distribution of assignable area.

Irine 1. Preliminary Erpense may include specific costs,
except conitruction costs, incurred by the appli--
cant prior to submission of the application and
which were directly related to and necessary in
the development of the project. Fees or commis-
sions to brokers or negotiators for services in
connection with the preparation and submission
of an application are not eligible items of ex-
pense. If any costs are included on this line, the
applicant is required to attach an itemized list
showing nature of the cost and the amount.

Line 2a. Land and Rights-of-Woy. Where the site cost is
to be included, two independent appraisals are
required. If appropriate: (1) a recommenda-
tion may be made to OE that a third appraisal be
made either by the Government or another ap-
praiser,.or (2) question. Tuy be. raised with OE
concerning the qualifications of an appraiser.l
Site costs can cover only the amount of land. on
rvhich the facilities are located, including neces-
sary ingress and egress.

Line 2b. Bite Clearancc includes costs for clearing, grub-
bing, demolition, and removal of existing faeil-
ities ; relocation of existing utility lines; excava-
tion, fill, and grading required for preliminary
preparation of the site when costs are not in-
cluded in the construction costs.

Line 3. Where existing structures are to be acquired, two
independent appraisals are required. If appro-
priate: (1) a recommendation may be made to
OE that a third appraisal be made either by the
Government or another appraiser, or (2) ques-
tions may be raised rvith OE concerning the quali-
fications of an appraiser.l

L:ine 4. Payment for architectural/engineering services
include charges for resident inspection. Fees
should. not exceed the prevailing rate in the local-
ity for similar types of work; any excess above
the prevailing rate may be recommended to be
excluded from approved project costs. Costs for
preparation of the application may not be in-
cluded.
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9-2-2 ACADEMTC FACtUilES APPTICATION PROCESSING

Irine 5a. Constrnctiott, irrcludes all costs for construction
of the building(s) including excavation and back-
fill and utilities extended to a point 5 feet from
building(s). Where an independent heating sys-
tem is not to be constructed in the project itself,
and an cxpansion of a central system is to be
provided instead, the expansion of a pro-rata
share of a nelv central system can be an eligible
project cost.

Lirre 5b. Built-in Eclttip'ment Instoll'cd, as Part of Basic
Constv'uction inclrrdes all costs for audio-visual
irrtercommunication or other such special equip-
ment ancl systems to be installed as part of the
basic construction.

Irirre 5c. liecessary Site lmprouenteal includes all costs for
parking areas, access roads, drives, walks, and
outdoor paved areas on prepared sub-base and
retaining walls, etc., where such items are spe-
cifically related to the use of the project, and a
reasonable amount of landscaping.

Line 5d. UtiL,ity Conncct,tons may include all costs for
installation of exterior water, scwerage and gas
service lines beyond 5 feet from building(s) ex-
tended to and connected rvith public utility or
private systems including tap-on-fee costs. Elec-
tric service cost may include all costs for exten-
sion of electric service from the existing public
service line to connections with the weather head
service entrance on the building(s). All costs
for on-site water supply and/or sanitary sewer-
age systems may be included if such on-site sys-
tems will be used to service the building(s) in
Iiou of public utility system.

Liine 5e. Constru,ction Cont'ingencu. An allowance of not
to exceed 5 percerrt of the sum of 5a through 5d
may be included.

Line 6. See instructions above for Line 5.

Line 7. Lega| Erpenscs includes all legal and title costs
directly attribritable to the construction covered
by the application, including bond counsel fees
rvhere applicable. Costs for legal services to be
pcrformed by thc applicant's own employees may
not be included. Questiorrs concerning the ap-
propriateness of legal oxpenses shall be referred
to tlie Regional Counsel.

Irine 8. Advninistratiua Erpenscs include all administra-
tive expenses to be incurred. However, with the
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Item 3e

Item 3f

3/to/65
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exception of an on-site administrative representa-
tive, costs may not be included for any admin-
istrative services performed by the applicant's
own employees, without prior OE approval.
Where such costs are included, specific mention
shall be made on Form CFA-1212. Fees or com-
missions to brokers or negotiators for services in
connection with the submission of an application
are not eligible items of expense. Costs of con-
tractual services perforrned for tlre applicant or
applicant's building agency in the application of
ciilical path methods of construction scheduling
may be included.

Liine 9. Capitalized Intercst During Construction may
not be included beyond such period as is per-
mitted by applicablc State law. If the amount
appears urrrealistic, it should be discussed rvith
appropriate Regional staff. (See Section 9-1-1.)

I-,ines 10, 11, and 12. Self-explanatory.

Irine 13. Equipnr,cnt Cost All,ocablc to thtt I'rojcct may
inclucle a1l equipmcnt costs (not included in
Irines 5 or 6) u'hich artr allocable to the proposed
project l,here it is part of a larger project' The
cost of built-in equipment, such as utilitics,
installed as part of thc basic cotlstruction is con-
sidered to be a common (nonallocable) develop-
ment cost, to be prorated on the basis of assign-
able areas, along rvith other common development
cost items shared by the proposed project and the
portions of the proposed tronstmction not irr-
cludod in the project. Equiptnent, built-in equip-
ment, and initia) equipmtrnt ale defined in Ex-
hibit c.

Line 14. Eqrdpment Cost I{ot All.oca.blc to thc l'ro.ir:ct
may include all trquipmertt costs not includr:d in
Irines 5, 6, or 13.

Irine 15. Self<rxplarratory.

This will llrquire a rcvieu' of l)arts N and O (through Irine
6 of a'I'itle I application (Parts L and M of a Titlc III
application). If not applicablc, irtsert "NA" in tlte "Yes"
column.

OE Regrrlatiolrs providc that consitltrratiort rvill be given to:

(1) Econorny of mairrtcnartcc antl opcratioll after cotrstruc-
ti<-rn is completed.

(2) tJnit costs for sirriilar cortstructi<.ru in the sante area.
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Item 3g

Item 3h

Itern 3i.

APPI.ICATION PROCESSING

(3) Efficiency of design, with due regard to safety stand-
ards, in placement of common-use areas such as hall-
rvays and iobbies, and in placement of plumbing and
other utility systems.

(4) Ratio of assignable area to interior space area of the
building.

(5) Relationship betrveen the number of floors in the con-
struction and the costs of land in the immediate vicin-
ity, as 'n'ell as other factors such as distanee between
buildings.

(6) Generally accepted stanclards for the particular types
of academic facilities to be provided 6y the propoied
project.

(7) Reasonable allou'ance, u'here appropriate and justified,
for harmonious integration of a ne\\' facility with
architectural characteristics of surrounding buildings,
for creative application of proved nerv developments in
educational rriedia and methods, for planned future
expansion of the faeilitl,, or for civil defense shelter
provrslons.

In addition, the standards of recent construction by the
applicant should be considered.

CFA is responsible for evaluating items (1), (2), (3), (4),
and (7) except that part reiating to the application of
proved nerv developments in educational media and meth-
ods. The latter as rvell as items (5) and (6) rrill be evalu-
ated by OE ; as appropriate, ho$rever, comments should be
made on thosc factors, as necessary.

Each item rvhich appears to be of elaborate or extravagant
design or material sliall be noted on Form CFA-1212 rvith
a discussion of the item and the Regional Office recommen-
dation. The discussion should cover such aspects as the
incidence of sirnilar construction on the canpus or in com-
parable buildings in the iocality and any special justifica-
tion presented by the applicant.

Self-explanatory.

Self-expIanatorl,.

The buildirrg cost estimate should be derived from the esti-
mated cost of construction and built-in equipment installed
as part of construction phis a five percent contingency, and
the gross buikling square foot area. The latter is calculated
by taking the sum total area of each building floor be-
tu.een the outside faces of exterior walls or other exterior
lines of measurement based on the following space charge
allowances:
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(1) Full Space Charge-Ail usable enclosed areas having
a one story height. No space eharge shall be made for
basemcnt or grouncl floor unexcavated areas or me-
chanical and electrical trenclies.

(2) One and One-Fourth Space Charge-All usable en-
closed areas having a height of over one story; gener-
ally typical are auditoriums, gymnasittms, and library
stack areas.

(3) One-Half Space Charge-Roof elevator penthouses
and stair torvers.

(4) One-Third Space Charge-Ilnenclosed covered rvalks
and coveretl porches.

(5) One-Fourth Space Clharge-Recessed entrances and
exits, cot,ered rvallis open oll one side only, atrd open,
usable areas unrler buildings.

If a project consists of more than one type of building,
l'hich rnakes utrit costs for the combined project unrealis-
tic or meaningless, tlie details by unit should be given as

footnotes in Item 4.

Item 4. Each sub-item marked "No" under Item 3 must be dis-
cussed under Item 4; other comnents should be inelucled
as necessary. Continue on attached slieet if additional
space is required; each attachcd sheet shall be identified
by shou'ing the project number in the upper, right-hand
corner.

Follorving completion of reviel, by the Engineering Branch, Form
CFA-1212 shall be prepared in an original and four copies. The Engi-
neering Branch shall retain one copy of Form CFA-1212 and forward
the original and three copies together rvith the application and plans,
to the Chief, Academic Facilities Operations Branch. After Form CFA-
1212 has been signcd by the Regional Director or his designee, the
Chief, Acadenric Facilities Operations Branch, shall arrange for distri-
bution of Form CFA-I212 as follorvs:

(1) Original and tx,o copies to CFA; CFA rvill send the original and
one copy to OE, and retain one coPY.

(2) One copy, together rvith the application and exhibits to the
Regional Office project file.

No annottnccment ctf th.e Re gional Office's o,ction sh,all be giuen to the

applicant ancl, pencling f ormal approtal announccment by OE, all qu.es-

tions concerni,nq ytro.jcct status sh.olL be rcf r:r'recl to OE

APPROVAT

Project approval wil] be rnade by and announced by the Office of
Education. Copies of approval documents (see Exhibit D) 'rvill be
furnished by OE to CFA rvhich rvill send a set to the Regional Office.
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I.OAN AND/OR GRANT AGREEMENTS

The preparation arrd processing of loan and/or grant agreements and
any arnendments thereto is a responsibility of the Of6ce of Education.
Copies of such agreenents and amendrnents will be furnished to the
Regional Office by C'FA. If the applicant or its bond counsel raises a
question concerning the agreement and the terms and conditions therein,
the applicant or borrd counsel should be referred to the Office of Educa-
tion. Questions of interpretation of the requirements outside of the
substantive provisions of the agreement, hou.ever, should be ansrvered
by the Regiolral Office rrhenever possible.
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EXHIBIT A

cr l-12l?

A(;lDt:tfl (: F.\(itt.ITtF:s PRo(,R,\\t

APPLICATION REVIEW TE PORT

(.ov!1.\tty i'A(:il,r1 [r\ lD!t\lsrtr { t()\
nrPlnTtatr of f,3Ar,lx, aot;crItor, li0 l3!ar3E

0tFtct 0a lDUcATI0r

a. Prelininary dlawings/sletches dsted prepated hy

b. ls the p.oject show6 in the drawlnss lhe sshe Bs thal desfii6ed in

th. applicalion?

c. Arelhespsceare.sobtaidedfionthed.,pingsthesdmedsthatsho*ninP.(J(liies
l, 2 and 3) o( the sr.nt.ppljcalion (Psil ll of the losn Fpplication)?

d. Is the proposed project cosl estimate {cceplable)
e. Il the proiect ls ped of s l6rse, project, is the cost estimale alleslion

f. Does proposed construclion contorn to lhe st.lutory and rcBulatory r.'quirehents
of non'elaborale 6nd noflexttavegant d.si8n ond o€te!ials?

8. Is the proposed const'uction preclic6l s.d does the desisn conform to acc€ptable
e.siaeerinR prRctices sd to souad safety sl.nda,ds?

h. Is the estihsted construction peiiod of months accePtEble?

i. The building unil cosl, b6s.d on the building cosl cstimEle,
is S Per sq{ore tool.

 pprov.l o( lhe 6pplication is [ ] ecommended subject to any stoled conditioos D
trot recomhended.

.. coih..r. (con,r.,.6n r.Y.rr,
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EXHIBIT A (Pose 2)

{Rev.rs ol CFA-12

Approval ot tbe epplic6tion is [-l recofrncidcd subj..t ro an! sta(.d conditions { ] ou recommended
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APPTICATION PROCESSING

EXHIBIT B

(ii)

1As defined iu Oflice of llduc&tion Regul&tious 45 C!'R 170'1(d) (1)-(3)

ACADEMIC FACltlTlEs 9-2-2

DEFINITIONS OF ACADEAAIC FACILITIES T

For purposes of the Act, ticadernic facilities are subdiYided into three
types, defined and further subdivided as follou's:

(1) "Instructional and iibrary facilities" neans ail rooms or groups
of rooms used regularly for irtstruction of stndents, for faculty
offices, or for tibiary pirrposes. A lootri intendecl and equipped
for any of the porpoi.s tistecl belos' should be counted in the
appropriate category, regardless of the building (e'g', adminis-
t"ative builtling,-.lib|a"y builtli.g, or fieid liouse) in rvhich it
is located. Ins"tructional and library facilities are subdivided
into the follou'ing categories :

(i) "General classroorns" meAns all illstructiottal roours used
or intended ancl equippecl to be used chiefly for lectures,
recitations, and seminar types of class lrteetings, regardless
of the size of the rootii. The seating area of an auditorium
or theatre, if regularl'y usttLl lor schcclttl.etl class meetings,
should be classified and counted as a general purpose
Iecture room.

"Iustructional laboratories or shops" means all instruc-
tional rooms, equipped for special purposes such as chemis-
try experimeuts, language practice, food preparation and
seivice in home economics, shoprvork in industrial arts'
painting, etc. (Adjoining areas such as a balance room,
iupply ioom, clark roollt, or projection roorn, are- considered
to-bl "service areas for teaching facilities" and are not to
be counted u,ith instructional laboratories and shops.)

(iii) "Other teaching facilities" means all other rooms and areas
regularly used or irrtended for scheduled class meetings_or
individual instmction, such as: music practice rooms (for
ind,ividual practice) and music studios (where an instruc-
tor's office serves also as a studio, the room should be

countecl under "faculty offices") ; playing floors, wrestling
and. boxing rooms, indoor su'imming pools, and indoor track
and field areas used regularly for instructional purposes.
Storage rooms for musical instruments, seating areas,
Iockei and shou'er rooms, and equipment issue and storage
rooms used in connection tvith scheduled classes and Iocated
in the gymnasium are considered to be "service areas for
teaching- facilities " and are uot to be counted with other
teaching facilities.

(iv) "service areas for teaching facilities" means all service
areas which adjoin and are used in conjunction with any
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EXHIBIT B (Pose 2)

generai classrooms, instructional laboratories or shops, or
other teaching facilities. Examples of sen'ice areas for
teaching faeilities are: closets in general classrooms or in
instructional laboratories or shops ; rooms adjoirring and
used in conjunction r-ith instructional laboratories or
shops, such as a balance room, a storeroom, supply room,
dark room, or projection roonl; seatinpi areas, locker and
shou'er rooms, and equipment issue and storage rooms
located in a gymnasium ; instrument storage areas adjoin-
ing a music studio; etc.

(") "Library facilities" means rooms or groups of rooms used
for the collection. storage, circulation, and use of books,
periodicals, manuscripts and other reading and reference
materials, including the general library, departmental Ii-
braries, and rooms for special collections of doeuments,
rooms for storage of films, records, and other audio-visual
equipinent and materials, library reading and listening
rooms, acquisition room, cataloguing room, document re-
production room. circulation and referenee desks, and any
other similar library service area. Rooms used for any such
purposes should be counted under library facilities. Li-
brary science laboratories and lecture classrooms loeated in
a librarl'.building are to_ be counted as either general class-
rooms or rnstrut'tional laboratories and shops.

(vi) "Faculty offrces" means all rooms or groups of rooms with
office-t1-pe eqnipment, rvhich are assigned to one or more
faculty members for the performance of administrative.
clerical, or facultl' duties other than meeting of classes.
A studio room in a department of music or fine arts,
assigned to one or more faculty members for their orT'n
rvork, even though occasionally used for a student lesson,
should be counted as a faculty office. Service areas for
faculty offices (e.g., rvaiting rooms, office files and supply
rooms, interconneeting corridors rrithin a suite of offices.
private toilets, and clothes closets) should be counted to-
gether with the of6ct's themselves.

(2) "Instruction-related facilities" means aII rooms or areas used
for the purposes related to the instruction of students, or for
research. or for administration of the educational or research
programs of an institution of higher education. " Instruction-
related faciiities'' includes only rooms and areas rlhich are
assignable for research, or administrative purposes, or for func-
tions relatcd to irrstruction of students, and rooms or areas rvhich
directll' support such purposes. fnstruction-related facilities are
subdirided irrto tlre follol'ing categories :
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APPTICAIION PROCESSING

(i)

(ii)

ACADEMTC FACIUTIES 9-2-2

EXHIBII I (pose 3)

" Research facilities " tlteatls rooms or groups of rooms
rvhich provide research farrilities aud are uot made available
for regular class ureetings. A room that serves both as an
office ancl a research laboratory should be counted under
research facilities. Service areas rrhich adjoin and are used
in conjunctiou rvith research facilities should be counted as

part of such facilities.

"Administrative facilities" tneatls all rooms or groups of
rooms rvith office-type eqttipment, other than those rneeting
the clefinition of " faculty offices, " s'hieh are used for the
perfonnance of adniinistrative or clerical duties reiated to
ilie adrninistratiou of tlie educational or research programs
of an institution of higher education. Service areas for
administrative facilities (e.g., rvaiting rooms, office files and
supply roonls, itrtt'rconnecting corridors rvithin a suite of
of6ces, private toiiets and clothes closets) should be counted
as part of such facjlities.

(iii) "student study facilities" means all rooms or areas used
as student study rootns, including adjoining toilet or locker
facilities.

"Other instruetiotr-related facilities" means all types of
looms or facilities not included in one of the above cate-
gories, rvhich clearly are related to the instructional or
resealch progrartls of an institution of higher education,
and are irsed for specific functional purposes, such as a
control room or studio used for television instruction or
prograrnmed instruction, or a central .computer facility
u,trich is used primarily for instructional purposes, a

museulrl or exhibitiolt room, an auditorium or theatre
(other thatr seating area regularly used for classes and
counted under "general classrooms"), a conference room,
a greenhouse, or an animal quarters separ^ated from labora-
tory areas. Service areas for any such facility should be

corinted together u'ith the facilities themSelves.

(3) "Related supporting facilities" nleans all other areas and facili-
ties ,recessary^for thl utilization, maintenance, and operation of
academic facilities, including building service areas and circula-
tion areas; related supporting facilities are non-assignable areas.

(iv)
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9-2-2 ACADEMTC FACtUTtES APPIICAIION PROCESSING

EXHIBIT C

DEFINITIONS OF EQUIPTiAENT 1

Equiprnent includes, in addition to machinery, utilities, and built-in
equipment and any necessary enclosures or structures to house them, all
other equipment items necessary for the functioning of a partieular
type of academic facility to be provided by an eligible project. An
equipment item is a ne\\' or replacement item of movable or fixed unit
of furniture or furnishings, an instructional instrument, a machine,
an apparatus. or a set of articles which meets all of the following
<ronditions:

( 1) It retains its original shape and appearance with use ;

(2) It is nonexpendable, that is, if the article is damaged or some
of its parts are lost or \rorn out, it is usually more feasible to
repair it than to replace u'ith an entirely new unit; and

(3) It does not lose its identity through incorporation into a different
or more complex unit or substance.

For any item (rvith the exeeption of library books, which are ex-
cluded under Public Larv 88-204 from the definition of equipment)
listed in pages 101-121 (alphabetical l-,list of Supplies and Equipment)
of U. S. Department of Health, Education, and Welfare, Office of
Education, Bulletin 1959, No. 22, the determination between equipment
or expendable supply item as contained therein shall apply. For any
item not listed thereirr arid not othenvise defined in Reguiations of the
Office of Edueation, determination as to eligibility as an item of equip-
ment shall be made by applying the above eriteria.

Built-in Equipment includes equiprnent items that are permanently
fastened to the building and function as part of the building and have
a useful life approximately equal to that of the building; and equip-
ment items that are permanently attached to the grounds and function
as part of the grounds.

Initio.l Ecluipmcnt means equipment acquired and installed in con-
nection u,ith: erection of nelv or expansion of existing structures;
acquisition and preparation of existing structures; or rehabilitation,
alteration, conversion, or improvement of existing structures. fn con-
nection x,ith erection of new or expansion of existing structures, or with
acquisition of existing structures, initial equipment shall include only
that equipment *'hich must be placed in the proposed facility in order
for it to accommodate the functions for which the facility has been
programmed and designed. In the case of the rehabilitation, alteration,
conversion, or improvemerrt of existing structures, initial equipment
also may include equipment installed to replace obsolete or worn out
equipment.

1 As defined in Ol1ice of Ilducation Regulations 45 CFR 170.1(1)
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EXH]BII D

D'PARTMENT OF hEALTB, EDUCATION, ANO !LI I^[I
OFFICT OF EUUC^TION

BUSEAU OF NIOAER EOUCATION FACILITIES
Und.rg,od!or. Loonr a'on(h

PROJECT SUfrARY AND APPROVAL

METHOO OF FINANCING
(;ran!'lirlc I Srcrion l0l ,
GrMr'Iirlc I \c.tion l0 i S

Gr.nlTid. II t
Loa.-Tidclll( -r,s.),
Odre. I:ed.,al tsunJs

_ _,_ t
_,

ippl;crr's tunds t
Toral .onsr^rcrion co.r S

.,,,i ",', i

- ,:1)

CONSIRUCTION SUMMARY
Construcdon ai)sr Iisnnare:

Pr.lihiniry.ir(ilsc
I-MJ, rishts-ofwa,, .od sirr rcrr..,(io,r
lrchitecoral cnsioccrin6 servicer
Con struclion
I-e6al cpenses
.{ dninis rrari ve rxpen s es
Inter.st du.i.t .o,,.,ttuc!io,r

Proj.cr connnsenci.r
Total Co.srruc.ion (los! Hstimi,. 5,

Consttu.don Gsr Anrlysi s:

SuilrJn equipmeor instaUcJ r\ part oI bari.
Ncccssary sirt intrcvemenrs
Utiliry conoection'
ConsEucrion .onrinBenq rllowrnc.

Toral (:onsttu.tio. ( o\, s

Buildns only
All onstru.tion

Toal Prcj.cr

StrNs o{ sir. acquisjrion:

(les!?tr gurlc bor:
3 ..rr.,,' 1..r i'r l.rur..i: 

- 
rq. I(.

r,, r.r J,r.rNC,r,.,r,'!r o1 nc.,.t(mic
r1.'1,ilt' _i;

o€ loot (12/6r)
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EXHIBIT p (Pose 2)

SlcciJ coodrions r.$lrios f.oh en8;n..rios 
'.vies:

Esridat.d pe.iod tuoo apprcval to srart of coostruction __ ____ monSs.
Estinrted con\trucdon penod 

--moods.
L,) u Securiry dd (loll.tera):

slecial t onditions Ior Lorn A6re.nenr.

RECOMMENDATION OF APPROYAL
Bas.dupoo'evi.woid.+plication,app.ovaloas.rrcjc.tandrhcL,anisrc.omm.hd.d. lfundlcscilation
js outsrMdinB overin8 rhc dou.r 

'ccomm.ndcd.

- 
a RE.ro;; JnoaRailN-. loANs M;Nc !;;e 

.. --

--- -D,ECu, 4dai6ituu;rE a,v sioN

APPROVALT
I appmvr, subjecr n, frc srarcd con(Urio..;, drc pn,ic.r d.jc.iLcJ.rk,y..md thc nakingot a Iom in ric mounc

;asoa,^i! .6rt'ri.N.
AUTHOR]2ED BY:
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CHAPTER 2. APPI.ICATION

Section 3. Reports

INTRODUCTION

This Section provides for the report,ing of project clata necessary for
Academie Facilities Plogram managcment purposes and for furnishiug
projeet information to the Offiee of Education and othcr Federal agen-
cies. This reporting and control systeur is clesigned to produee a maxi-
mum degree of control and a uniform flow of information with a mini-
mum Amount of effort. Statistics, hos,ever, can bc no rnore aecuratc
than the data on rvhich they arc based. Accuracy and timeliness arc
essential. Tt is important, eonsequentlr,, tlrat eacl'r participant rccog-
nize the importance of each funetion in the system and thc interdepond-
ent nature of the system-i.e., each function must be performed bcforc
tlc entire system can be useful.

More than one person in each rcportir.rg segment of the Rcgional
Office shall be thoroughlv familiar with thcsc proccdurcs to assurc
eontinuity and aecuracy of reporting.

GENERAI. DESCRIPTION OF THE SYSTEM

The rcporting anal eontrol system consists of the follol,ing basic ele-
ments:

(1) A cleck of ke;. action Tnurclecl eards identificd by a violct bancl
aeross the lensth of the ea,rd. A deck for eaeh ploject s'ill bc
furnislecl to Regional Of6ces in three clear plastie envelopes
ryhich a,rc to be distributecl by the Reports and Control Assistant
as follows :

(a) Thc first envelope rvill contain plc-punchc,cl calrls for key
actions to bc reported by the Chicf, Acadernic Faeilitics
Operations Braneh;

(b) Thc seeoncl group is applicablc to kcy actions l'hich alc 1o

be rcported by thc Enginecring Rranch ;

(c) The third plastic cnvelope rvill contain carcls applicablc to
actions to be ta]<en b-v the l.,esal Division.

The Chief, Acadernic Faeiljties Branch, the Engineerinc Rranc},
and thc Legal Division shall establish ancl maintain a fiIe of thc
plastic envelopos containing hey action cards. Thc fiIe shall be
in alphabetic State seqllerlee ancl in OE pro.ject number order
lgithin each State, fn instanees rvhcre a project is attrited or
closerl out. plastic envclopes are to be returned to CFA (Atten-
tion: Statistics and Reports Division) and any remaining actiorr
carcls discardecl.
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9-2€ ACADEI\iIIC FACil.tT|ES APPI.ICATION PROCESSING

A1so, whenever a projeet a,ttrition action is reportecl to CFA, the
Academic Facilities Operations Branch shall notify the Engi-
neering Branch and the Iregal Division in order to enable them
to tliscard their key aetion carcls ancl return the plastic envelopes.

A separate card rvill be provided for eaeh action; except where
two or more cards are provided (e.g., construction status), action
dates shall be reportcd only once; i.e., the rlate of the initial
aetion. Eaeh cartl has a ple-printed and pre-punched OE project
nnmber; in acldition, the Appliaation Receiued carcl has a Ctr'A
serial number rvhich shows the Region, State, and a serial number
for the project. The CFA seria,l number is designed to facilitatr:
control of the deeks of carcls anil for CFA reporting purposes
antl should not be used in lieu of the OE project number. In cases
where more than one application is involved in a single project
(e.g., a loan anil a grant), three additiona]. cards (Application
Receiuecl, Approual, Agreement) rvill be sent to the Regional
Office with the second application (see Note prececling para-
graph (1) (b) below.

(2) ! set of aetion advice carcls for iriternal Regional Office report-
rng;

(3) Proxect Control Card,, Form CFA-111-AF, maintained by the
Academie Facilities Operations Branch.

ACTION REPORTING

The appropriate tcchnical branch ol the Acailemic !'acilities Opera-
tions Rranch shall preparc on the date the action occurs or notification
thereof is rceeivecl:

(1) A key action purrched card idcntificd by a violet band across
the length of the eard; or

(2) Action aclvicc card.

Cord Hondling lnslruclions

It is imperative that the hey action pur.rched eards bc htrndled rvitlr
cxtleme care. The carcls should not bc clipped, stapled, bent, or foldecl
and rubber bands shall not be tightly placcd arounrl cards so as to dam-
age their etlges.

Entries on aII cards shall be made rvith ballpoint pens ancl shall be
legible to facilitate heypunch operations.

Preporotion of Key Action Punched Cords

Cards shall be prepared as follows:
(1) APPITICATION GROUP

(a) Loan Application Recciued, car<I ancl Grant Application
Recciuecl card (see Exhibit A). The appropriate card shall
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APPTICATION PROCESSING ACADEMTC FAC[.tTrES 9-2-3

be prepared by the Academic Facilities Operalions Branch,
upon rcceipt of the application as follor,vs:

Region-Blocl< "A" is pre-punched to identify the Re-
gion. Accorclingly, no entry is requirecl.

State-Block ((B'2 is pre-punchecl to iclentify the State.
Accordingly, no entry is lequired.

I[0.-Block "C" is pre-punchecl tri shorv the C]'A serial
number rvithin the State. Accordingly, no entry is
rcquirecl.

OE Project I{umlter-Block "D" is pre-punched to shor,v
the OE project number. Accordingly, no entry is r,e-
quirecl. The OE project number consists of the OE pro-
gram idcnti{ication (first digit) plus a seritrl nurnber. The
pl'0gram i,lentificalion is :

" l "-Title III loan for gr:adutrte facilities ;

"2"-Titlc If gnrnt;
((3 "-Soctiorr 103 grant ;
( ( 

4 "-Section 104 grant ;

''5 "-Title ITf loan for undergra,cluate ftrcilities.

Relatccl Project ltumber'-In malty cases, both a loan and
grant will be requestecl for a project; in such cases, OE
assigns a projcct number: for the loan application and a
different ploject nurnber lor the gr,ant application. Where
trvo OE project nurnbers are used, one will br,, shor.vn in
Block (D) anrl the other in Block (E).
Rt:lated Collclle IIousinrl Project .Aro.-As appropriate,
enter jrr Block (F), the college housing project no. asso-
ciatecl rvith thc project. If the college housing application
is received subsequently, entcr the college housing project
rurrmber on thc rrext l(ey Action Punched Card usccl
(space is provitlecl orr Application Revierv, Alrpr.oval by
OE, Agrecment, [nterirn Rcvision, and CFA-150 cards).

Autltoririr:tl by-Block (G) shall be initialetl by the Chief,
Acatlemic lr'acilil ies Operations Branch.

l'etleral, Grunt Amount-In)3loch (1) enter: the Fetler.al
grarrt amount requested by the applicant under P.Ir. 88-
204 to the nearest tlollar. Wher.e necessary for Sectiorr 104
grarrts, shsl4r grarLt amount determincd by State Comuris-
sion and adjust " Otlier l'unds. "
Percant Grant-Itr Block (1a) enter tlre percerrt the Fed-
eral grant is of the eligible devcloprnent cost as derived
from Part A of the Application; shorv the percentage to
the nearest rvhole number.
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4

FcrJera,l, Loan Antotr.nt-In Block (2) enter t}e llederal
loan amoutrt rt:qtrested by the applicant unrler P.Ir. 88-204'
Report 1.hc ar.trount to the trcarcst clollar.

Percent Loon-In Block (2a) enten the percent the Fed-
eral loan is of the eligible development cost as deriverl
flrom Part A of thc Appiication; shos' the percentage to
the ncarest r.hole number.

Pri,uata Borrowitt.gs-fn Blocli (3) enter tota.l of all bor-
rot,ings frorn private sources exct-'pt itrtr:rim cotlstruclion
financing.

Othcr Fu.ncls-In Blocli (4) enter other funils, suclt as

applicant funds, appropriations, othttr Fec'leral furtds,
other non-l'ecleral funds except for plir,ate borrou'ings,
etc. If more than one source is involvecl, only report one
totnl to the nearcst dollar to cover the sum total from all
sollrces. Also see "Federal Gtant Amount" trbove.

Nol,c: Arnounts rcported for grants, loans, private bor-
rou,ings, and other funcls must equal the total
project cost.

Insl.itrttiotr, Nantc-In Rloch (10) ilrscrt the uame of thc
irrstitution applying for the loan. Use abbreviations for
rrame of institrrtion as shox'n in code list book.

I'roxect Loco,lion-In Block (11) insert the city or torvn
jrr rvhich the project rvill bc located. Abbreviate name of
city not to exceecl 15 cligits. In Blocl< (12) insert the
county in rvhich the project will be located. Use exact
spelling anil abbreviations as shotvn iir county code list'

Oorttr.tll Coclc-In Bloctrr (i2a) insert tlrc count.y coclc as

shorvrr in 1.he cocle list bool< alongsicle thc nartle of tlte
county,

Conlyrcssiotta,l, District-Tn Block (13) insert the Con-
gressional <listrict in rvhich the projecl, wjll be lrlcatetl'
Ilntcr: thc Icttr:rs AT.,l for' (longrcssional districls at largc.

Mtfl,ti'ple f,ocation I)esignalor-In Block (14) inscrt the
.lettcr "M" if thc project involves conslruction lotralctl irr
morc than one city, county or Coi'rgrcssional l)istritlt. Thc
Application Reccived Card shall. be prcpared for a st'lected
prirnary pr:ojec1. location l'hich shall contain total tlollar
amounts :rnd total scope for all locations as x'ell as all
otlrcr requirecl tlata as set forth in (l ) (a) above. Jn ndcli-
1,i<ln, a scparate application catil sltall brl prepaletl ftlr
cacJr r-rf thc otlrr:r locations as follorvs :

In Tllock "A" through ((I)" duplicate the information
as shown ott l,he sdectetl primaly location project' In
Blorlr (0) tr-r tlrc right ot' the tlottetl line, etrt,er 1,he
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letter A. If more than one subsidiary loeation is in-
voh'ed, enter in alphabetic sequence the appropriate
letter orr each card. For example, if there are three
subsidiary locations in addition to the primary location,
cnter iir l3lock (C) the letter A for the first subsidiary
Iocation, the lettcr B on the next card for the second
subsicliary location and the ir:tter C on the third card
for the final subsidiary location. Enter only one alpha-
betic letter on each card in Block (C). AIso, enter clata
in Blocks (10) through (18) in accordance rvith instruc-
tions contained in (1) (a) above. Also in the upper por-
tion of Blocirs (13) and (12a) enter the Congressiorral
District ancl the county, respectively, of the selecterl
primary Iocation.

RciLeuelopment Areq,s-fn Blocl< (15) insert the appropri-
lLte project location redevelopment area code, i{ one is
applicable, i.e., A, B, or S. 'I']ie "A" is for 5a alca, "B"
1'or a 5b area, and "S" for a substantial uriemployment
alca. Source for this information is Departrnent of Com-
morce, Summary List of Redevelopment Areas, Arca
I)esignation Status Report ancl change shects issrrc<l by
ARA.
Inst'itution Cocl,e-In Block (16) orter thc instituti<in
cocle as shorvn in the CI'A Code I-.rist I'rook "A" alongside
the rrame of the institution.
Instittr,ti,on'1'ype-h Bloch (17) errtcr the type of insti-
tution code as shorvn in the CFA Cocle List Book "A".
Env'ollm,ent Cocle-h Block (18) enter cnrollmcrrt code as
shorvn in Ctr-A Code List Book "A" for enrollrlrerrt
rirnges. The appropriate cocle shatl be determinecl by the
crrrollurcnt sJrown in Item C3h of the Application.
I'rojeat I'g1tc-Tr Block (19) inselt the following projcct
lype cotle as obtaincd from. "Distribution of Assignablc
Art:a to be L'roviclctl by thc Projcct f<-rr: Which a I.ioarr
(Grant;) is Rcrlrtcsterl" in tlte Application; if tliere alc
rrrore t.lrurt orre typc of assignablc areas, sho'w 1]te trvo
rrrirjor types as deterrrrirrr;d by l,he square ft,r,t shou'rr under
assignable area :

' ' l. 
2 t-(l pn gya] classrooms

(' ! "-Jllslluctiortal laboratories artrl sltops

'' i.J "-OtJrer tcar:hing llacil it,ics

' 
( z|"-$1;pyic() areas fr-rr tetrclring frrrrilities

(' i;''-Jri[11ry liacilil,ies
(' 

$ "-!r211,qlty ollices
( ( f 1'-lll,sgsrcrh ['aci]itics
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'' 8 "-A dministrative facilities
(' 9''-Stualent stucly' facilities
'' I0''-Other instruction-related facilitit:s

Construction Itlenti,fica,tion-In Block (19a) insert one or
more of the follorving constnlction identification codes as
obtained frorn "Breahdown of Dcvelopment Cost Iterns
fol the Proposecl Construction" in the Application:

< r | ' '-[gqlisition of existiirg st r:ucture ( s )
(t)"-f,,-pslion of net, structure(s) or addition(s)
6(i] "-ftsfiilbilitation, alteration, con\.ersion, or im-

provcment of exist in g structure ( s ) .

Date Applicati,on, Ileceiuc(l-IL BJock (20) enter morlth,
day and ycar (e.g., 9-6 65) the application is leceivcrl jrr
1.ht: Ilegional Office.

A'ppL'tr:ati,on Du,tc-In Block (21) insert the date of appli-
cal,iorr as obtained from Iast pagr: of applicatiorr.

Note: In instances x'here more than onc application is
associated \\,ith a project (e.g., loan and grant ap-
plications), three additionl action cards rvill be
furnishecl by C1,'A at the time the subsequent ap-
plication is forrvarded. These cards-Appli,cation
llcce,iueel, Locr,n,f Grant Approued by OE, and Loon/
Grant Agreeynent Receiued,-are to be given to the
Acaclemic Facilities Operations Branch for inscr-
tion in the plastic envelopes containing the cards
Ior tiie first application. It should be notcd that tlic
project number for these carcls rvill be the project
number for thc first application; the project nurn-
ber fr,rr the subsequent application will br: sholvrr ts
t.he relal,ccl lrroject number.

Srrbseclucrrt Appl,icatiott, Reae'i'uctL carrls require tlre eltly oI
orrly tlrr 1'ollc,rvirrg irrtlolmatiorr :

( 1 ) Acl,ion Dalc-13lock (20)
( 2) Date of Application-1:ilock (21 )
(li) l'und Dala-Bloci<s (1), (2), (:t), and (4)

(4) lroan arrrl (irarr1, Perceltagcs-Blrlclis (1a) and (2a)
(5) Authorizalion-Block ( G)

The otlicr blocks should bc complct,erl orrly tvltere thcrr: is a
change 1,o aplrroplialc clal,a.

(b) App!,icat,iott, lleu'ictt' Report (see Itrxhibit 13)-This caltl shail
be preparerl by thc Acacleruic l'acilities Operations I',ranch,
as s'ho\yn belor'v, 1'ollorvirg the Regioual l)irector's sigrrirrg
of -F orrir (IIi'A-l 2I2, Ayt'pl,'icat'iott Brluieto Repot't.
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APPTICAIION PROCESSING AEADEMIC FACITITIES 9.2.3

Cost Pcr Sryr,ara ltoot-ln Rlock (6a) insert the cost per
squarc foot as obtainctl from Item 3(i) of the Application
Reuioto Report.

Action l)atc-In Blort< (20) inselt tlre clal,e the Regional
Director signs the Appl,ico,l,ion Rcrsicut Report.

(e) Ttoo,n A.pproued by OD a,nd, Cratt,t A7t1trouc.tl, hy OE (see
Exhibit C)-These cards shall be prelrarcd by thc Academic
Ilacilities Operations Branch as follorvs:

,lctiott, Date-In Block (20) inscrt dal,c projecl, approval
signed by Associate Commissioner, Burcau of Ilighcr Edu-
cation Facilities, Offrce of Education.

All Oth,cr Blocks-Enter data only wherc rcvisions havc oc-
curued in data previously furnished; shorv only thosc items
that have changed.

(d) Loan Aylrecntent Receiued, and, Grunt iTglrcament Raceiuccl
(see Exhibit D). These cards shall be preparecl by thc
Acadcmic Facilities Operations Branch as follou,s :

f,oan Term,-In Block (2b) insert thc repayment pcriocl for
any I'ederal loan.

Intcrast Ratc-In Block (2c) insert interest i:ate, in tlcci-
mals, for any Federal loan.

Acti,ott, Date-In Rlock (20) inscrt date loan or grarrt agrcc-
rnent received by the Regional Office.

Agreent,ent Date-ln Bloch (21 ) inscr.t tlic datc thc loari or
grant agreement fully cxecutcd.

All Other Bloclt,s-TNntcr dala only rvlrcr.c rcvisions havc oc-
curred in data prcviously furriishccl; shorv only those items
that have changed,

(2) 0OI{STRUCTTON GROUP

Each of the follorving cards alc t,o be prcparcrl by thc Errgi-
rrccring Branch for the key actions set forth below and as shov,n
in Exhibit E ; in each case, the Chief, Engincering Br.anch, shall
initial Block "G, AuthorizedBy." The cards must be preparecl
with a ballpoint pen. After completion, each key action carcl
shall be sent to the Academic tr'acilities Operations Branch for
forv,arding to CFA. Note: Changes in d.ollar amounts and scope
rvhich occur during the pre-construction and construction phases
shall be reportetl to CFA by the Chief, Academic Facilities Op-
erations Rranch, or fnterim Reuision cards in accordance with
Item (4) bclorv.

(a) Arcltitect/lln91inccr Agreement Rcceiued-In Block (20) in-
sert the datc thc agreemcnt was received in Regional Office.
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9-2-3 ACADEMTC FACtUTtES APPTICATION PROCESSING

(b) Arrltitocl;fllngincer Aglrecnr,cnt (loncu'rcncc-h Block
(20) insert the date the Regional l)ircctor signs lettcr of con-
currence.

(c) Proposacl Contract I)ocum,anls Rccahcd-In Block (20) in-
sert the rlatc B,egional Office rcceived thc proposed contract
doeuments.

( cl) P r o 7t o s acl, C onlr a c t D a c,u m r n t s 0 o tr c u rr att t: e.-'l n Blocli ( 20 )
irrsert the date lhc Regional Dilc<:lor signs the letter of con-
currcnce.

Note: Cards (a) thloush (d) arc identical except for the
action description legcnd.

(e) Fir.st Controct , toarcl Concu.rrcnae (sec Exhibit F)-Tn Bloch
(20) insert the datc the lctter is signetl by the Regional Direetor
arlvising the applicant of eonenrrence in arvard of the lst con-
struction contract. In Rloek (21 ) enter the clate of bid openinq.
Tf bids rvcre obtained by arlvertisinq. insert "A" in Block (30) ;

if bidclers l'ere seleeted. s}o'g, numbers of biclders selectocl in
Rlock (30). In Rloel< (30a) show number of bicls received. Tn
Rlock (6) enter estimatetl eonstruction cost (i.e.. the total con-
struction Iine item) of the pro.iect to t}e nearest rlollar;thc osti-
mated equinment eost (i.e.. all equipment cost except that in-
rrlrrdcd jn the constrtretion line item) shall be entered in Rlocl<
(7). Do not report the dates of any subsequont contraet arvalds.

(f) 0onstrtt,ction, StartcrZ card (see Exhjbit G)-Tn Rlocl< (20) enter
date of constnuction start. A eonstnretion start is dofinecl as t}e
date on s,hic} labor or equinment is first emDloyed on the sito
anrl s}all bo obtaineil from Form CFA-200, Perioclic Ittsytcction

Report. fn instanccs \r,herc morc thar.r one eonsttttction contraet
is involvecl, only the start on tho first stnrcture or first contraot
s}all be reporterl. fn Block (21 ) shorv tlro date the Regional
Director signed tle letter concurring in the executcd contract
doeuments.

(g) Construction Proqrcss card (scc Exhibit H)-Tn Block (22)
enter clate insncctior.r made or rlatc given in Form CFA-249. In
Block (32) shou, Dercerrt constnrction complctetl as obtairrctl
from Forms CFA-200 or OFA-249. TTou'evet, percent constntc-
tion completed shall not be reported until there is a changc of
10 pereent from the previous report.

Tn Blocl< (20) shorr, date construction u,a.s substantially corn-
pletecl ; that is. l'hen the project rvas usable for its intendcrl
purposes. fn Rlocl< (21 ) shorv date project was aetually in use,
if in use prior to the final inspeetion. fn Block (23) s}or.r, datc
of final inspection as obtainecl from Form Cf'A-250. These ac-
tions shall be reported as they oceur; holevet, if rcporting in-
formation for more than one itern is available. tu'o or more itcms
shall bc reportccl on the same card.
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APPTIEATION PROCESSING ACADEMIC tACil.TTIES 9-2.3

(h) Projcct Del,a11 carcl (see Exhibit I)-If a project is clelayerl for
a mininmm of 10 rvorking days llor one or more reasons, the clelay
sl'rall be reportecl ot a I'ro.jcct Delay card. In Bloch (20) enter
the date on r,vhich the delay commenced and in Illoeh (31) cnter
the appropriate delay cocle as shorvn below. Irr instances rvhere
there is more than one reaso[ for dclay, select ancl report only
the code for the primary causc of deJay.

When the last cause for delay is resolvccl ancl progres* i, ,,.-
surned, rcport.tlc stop of delay by submittirrg a second Projecl
Dclay card r,vith the clate delay stoppecl shovy_tr in Rlock (i1).
T{olvever, if a delay contirrues for causes other thiur the primary
clelay reported, stop of clclay shall not be repor,tec1 urrtil all de-
lays have bcen resolve<I.

Delay codes arc as follolvs:

A o n stru at,i,o n, S I art D clotl etl,

STATITS
(loDli DEITAY
A1 Lcgal Problenrs
A2 lt'inancial l'roblens
A3 \Yeather Conditions
.A4 Material Sliortages
Air Equiprnent Failurc
A6 Labor Problems
A7 Other

C onstnt ction, D ela11 etl Aft er St urt
STATUS

CODE
B1
B2
B3
B4
B5
ts6

(3) IJOAN Cr./OSING GROUP
Each of the following cards is to be prcpared by the Legal

Division. In each case, the Chief Counsel or his clesignee shall
initial Block " G. Authorized By. " The foilowing key action
punched. card shall be given to the Acaclemic Facilities Opera-
tions Branch for forward.ing to CFA.
(a) Boncl Counsel Opinion Receiuecl card. (This carrl is iclenti-

cal to that shown in Exhibit E cxcept for the action legend)

-In Block (20) insert the date the preliurinary opinion is
received iu the Regional Office.

DEI.iAY
W'eather Conditions
llaterial Shtrtages
Itrquipment Failure
Labor Problerns
Site Conrlition Problerr
0ther
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9-2-3 ACADEMTC FACItITIES APPTICAIION PROCESSING

(b) Bond, Award, card. (see Exhibit J)-In Block (-20) enter the
daie the bonds rvere awarded to private biclders and/or the Gov-
ernrnent: In Block (33) enter ((A" if bonds were advertiseil; if
bonds rvere not advertised, enter "N". 'Where bonds 'were of-
feretl to private biclders, shorv in Block (34), the number oI re-
sponses.

. Il Blocl< (8) enter the total value awarcled to tire Governmcrtt'

In Block (8a) enter the first year and last year of maturil,ies
covering the total Federal bond purchase. In Block (8b), insert
tlre applicable Federal 'interest rate it decirnals. Irr Block (9)
enter the total value alvarded to private bidders. In Blocli
(9a) enter the first year and last year of maturities coverirrg
total private boncl purchases. In Block (9b) insert the net in-
terest cost.

() f,oan Closing Held, card. (This card is id.entical to that sholn
iu Exhibit E except for the actiou legend)-In J3lock (20) irtsert
tlre date of formal loan closing (see Sectiorr 2L-3-4).

Action Acluice cards (sce Exhibit K)-Information rcgardiug
certain actions, reported for Regional Control pul'poses, is uol

central management. Ileporting of this
of eight identical Action
the Academiu Facilities

through use
Each card is sent only to

Operations Branch following action taken. In each case, the date
of action is entered in Block (1), the appropriate action checked
iu Block (2), and the card initialed. in Block "D".

(a) The following key action cards shall be prepared by the Chicf,
Acad.emic l'acilities Operations Branch:

(a) Interim Reuision card (see Exhibit L)-This card shall be' 
used to report changes in data when such changes oceur be-
tween key actions or which occur during the construetiou
period. l'ive revision card.s are being furnished; each.card
contains a letter designation from "A" through ".E", the
Ieft side of Block 3. Uuless these cards are submitted irr
alphabetical sequence, starting with the Ietter ' 'A'', macliine
operations wiII not reflest the Iatest revisions. 'Ihe instruc-
tions applicable to the preparation of this card are, witli five
exceptions, identical to those for entering the data on the
Apptticat'ion Rece'iued, card,. One exception concerns tlie
omission of the application date and the others cover the iu-
clusion of construction eost in Block (6); cost per square
foot in Block (6a), equipment cost in Block (7), ald iu
Block (40), an alphabetie identiflcation denoting the last
key action reported (such designation appears to the right
of the printed key action iegend). The Interim Reai,si'otl,

card would reflect changes which should be shown in Reaised
ProXect Sumntaries inclucling overruns and underrtrns.
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APPI.ICATION PROCESSING AEADEMIC FACITITIES 9-2.3

(b) Attritiorz card (see Exhibit M)-This car.d shall be prepared
to report the follo*,ing actions: Disapproval, applicanl,
withdrawal, and eancellations; in each case, action shall bc
rcportccl on.ly follorving notification by OE. In Block (20),
cnter the cffectivc date of the action. In Rlock (87) entcr
the applopriatc typc aetion code as c'lefinecl belou,. Tn Rlocl<
(37a) ontcr the lcttor clesignation P, G, or fr as follorvs:
Itrntcr lJre lelter "P" $'hcn a,rr crrtirr: project is a1tril.ed;if a
projcct consists of both a grant anr'l a loan, enter the.,G,,
if thc grant portion is attritod or enl,or thc lcttcr: ,,1t,, jf
1,he loan portiorr is attriled. ff tho Ioan and gra,nt are bol h n,1,-
t,ri1 ed eithcr at thc samo l;irnc or a,t diffcrort poinl,s in l,ime,
enl,cr the lctter "ll" to indjcato that thc cntire project is
at,lrited. Ii'or exarnple, if a loan is attriteri. ,,Tr,,-u,ould 

be
ettterr.r'l and srrbscqrrerrtll. if tttc gr:ant js attritcd, ,,P,,n'onlrl
l.le ontered. After pr.eparal,iorr and submission of arr al,lrition
card- eontaining lhe Iettor designal iorr ,,P,,, for arry actiorr
D1 tht'orrgh C4, discard all remaining ca,rr'ls for. lhal; projr-rrl
since rro furtJro. liey actio.s arc t.o be r.portecl orr al,tritr,,l
projccts. ll'he lissuc r,opics u,ill selve as nol,icc io the LeEa,l
Division and Engincering RrancJr 1o rliscard any rcmaining
carrls.

Shorv Jbr actions taken b.y 1hc []ovrrrnrlott or t]rc appli-
cant prior to project apploval by the Officc of ltrducafion :

((D1"-A(.tion taken by thc Govcrnmcnl, not 1,o approvc
tho project because the applicant or projoct is
incligibJe or nhere thc application is unaccept_
able for onc or morc rcasons.

ttf!"-lrr6lllrrc b.1' the applicant to I'cply 1,o a Goverrr-
rnrrnl. request for atlclitiorral information rvithin
tho timc specificcl.

" W"-Positit,c action i,alierr by 1,hc applicant t,o rescinrl
its application, thercb.y pleduding any fur:t]rcr
Governrnent participation.

Show for actions takcn by thc Govcnrmcnt or thc alrpli-
cant aftcr projcct approval:

r'Ql"-[gfion takcn by t]rc Go.r,crnilcrrt to calrccl tirc
project because of applicant failure to meet toch-
nical requirements.

(tNll'-}^ailure by the appJicant to leply to a Government
request for additional information rvithin the
time specified, except where such failure is due
to private sale of bonds.

((C3"-Preclusion of any furthel Governmcnt participa-
tion because all bonds rvcre sold privately.
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PROJECT CONTROI

When a kcy action prtnohcr-l cartl or t,rr Acliotl Acl,ti,ca is rcceiYed by
l,hc Academic Facilitics Opcrations Rranch, an appropriate entry slrall
be made to the Pro.Tect Control Ca'rd,,F,ortn CFA-111-AF (Exhibit O).

At the close of cach day, the Acaclcnric Facilitics Operations Branch
shall send to cFA all key action punchecl cards for actions ocetrring
<luring that rlay. The cards shall be inserted in a pre-printccl cnvelopc
furnished for this purposc. In thc event no key actions occur during a
given day, an empty cnvelope rvith an " x " marked in pcncil by thc ' 'No
Action" designation block, shall bc scnt to CIi'A.

9-2-3 ACADEMIC FACIUTIES APPTICATION PROEESSING

((([7'-p6silivc action taken by thc aplllicant to rcscirld
its application, thercby prccluding ar-ry fur:t}er
Govcrnment participation, for any reasort othcr
tlian privatc sale of bonds.

(a) tr'orttt, CLt-12tt0 card (sec Exhibit N)-Tn Rlock (20) errter
tire tlate Form CFA-I250 u'as signed by the Regional Di-
rcctor. Jn addition, the Chicf, Acadcmic Ilatlilitics Opela-
tions Branclr, shzlll asccrtaiu if othcr itenrs listcd on the cartl
should be changcrl.

(tl) Projcct Ol,osa-Ou,l, aa,-cI. ('1'his crartl is identical to thnt
Fihonn on llxhibit N except, lior the atrlion logend)-In Blotrk
(20) cntcr lhe dale o{i pr:o.iect closo-out as tlontaitretl in thc
rrol,ificalion frorn ()Itr. [n addition, the C)hief. Academic
J,-acilil,ies Opcratiorrs IJrattch, shall asccrtain if other items
listccl on thc card shoulcl be changed.
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ACADEMIC FACITIIIES 93

CHAPTER 3, PRECONSTRUCTION

'I'he instructions flor precorlstruction activities for the Academic
Facilitics Prograrn are provitlerl in Sectirlns 20-1-1 trnd 20-l-2, exccpt as
supplemcnted below.

INITIAI CONTACT

Upon r<rccipt of OE's notice of approva[, the Regional Director shall
sencl the applicant a letter:rclvising of tlre Regionnl Office's rolc and
the desirability of art carly conference. 'lhc letter shall also forrvard
copies of:

(1) Proeonstruction pamphlcts, !-ornis CFA-232 and CFA-232A.

(2) Form Clr'A-20rt, three copics.

(3) Form CFA-205, three eopies.

(4) Form CFA-210.
(ir) tr'orm CIi'A-238-AF ancl prescribed 238 series forms.

ARCHITECT/ENGINEER AGREEMENT

The letter to the owner advising that the architect/enginecr agree-
rnent is acceptablc shall contairr a spccific finding that the agreement
providcs for aclt,quate supervision anrl on-site inspection. A copy of
tlie lctter shall bc scnt to: (1) CFA for review and refelral to OE, and
(2) to tlie Regional Representtrtive of the Offrce of Education.

WAGE RATES

\Yagc rate proccdures shall follorv thosc for college housing projects
as prescribed in Section 20-1-1. Rr:quests for rvaivers (see Chapter 9-4)
shall be subrnitted rvith full particulars to Ctr'A for referral to OE. CFA
rvill advisc the Regiorrai Ol1ice of OE's dctcrmination regarding the
Iabor provision rvaiver.

PTAQUES AND TABI.ETS

Plaques and tablets are sub,jcct to the regulations of the Office of
Education with respect to desigrr arrd l,ording. Questions received con-
cerning plaqucs and tablcts shall be rcferred to the Regional Represent-
ative of the Office of Education.

CONSIRUCTION SIGNS

Tlic orvner is requireil to eret:t a corrstruction sign at thc project site
identifying thc project and indicating that the Government is partici-
pating in the pro.jcct. l'orrn CFA-238-T(AF) contains specifications
for corrstruction signs.

3/10/65 I



9-3 ACADEMIC FACIIITIES PRECONSTRUCTION

PROJECT PHOTOGRAPHS

The orvner is required to furnish three sets of prints of t'hich two
sets shall be sent to CFA. CFA s,ill furnish one set to OE. (See
Section 20-1-1and Form Ctr'A-232.)

PROPOSED CONTRACT DOCUiAENTS

Revierv of the proposed eontract clocuments rrill be made to assure,
anrong other things, that :

(1) The detailed plans, specifications, and equipment lists conform
to the project as approved.

(2) Proposed bidding procedures conforrn to required procedures
for obtaining competitive bidding (see "BIDDING" belorv).

(3) Regulations of the Office of Education hate been folio'wed.

The Regional Office letter advising the o\vner of the Government's
concurrencc rrith the proposed contract documents, shall include any
qualifying conditions and the follorving paragraphs:

Government concuruence rrith the projeet contract documents
attests only to the fact that the documents are considered satis-
factory u'ith reference to the requirements of the agreement
betrveen the Orvner and the Office of Education. Such approval
tloes not imply responsibilitl, for design nor attest to the accuracy
of details or dimensiorls, plopor selection of materials, or com-
plianee rvith applicablc codes or ordinauces.

You may nolr' proceed to obtain bids in accordance irith the
instructions contained in f'orm CFA-232, Prcconstruction Inf or-
ma,tion f or Ouners.

A copy of the letter shall be sent to CFA for refenal to OEr, the
owner's architect/engineer, the Regional Representative of the Office
of Education, and the l'ield Engineer.

BIDDING

Construction anrl equipment contracts shall be ar'varded through the
use of open cornpetitile bidding prior to ar,'ard of the construction con-
tract. Bids shall be obtainecl, at the option of the applicant and in
accordance x,ith State and local legal requirements. e'ither by public
advertising or by obtaining three or more biils. \\'here bidding by
invitation is used, the orvner must permit any boua fide contractor not
on the selected list to obtain contract documents and submit a bid. If
one of the selected contrat'tors is low bidder, the contract rvill be
an arded to him. If the lorv biclrler is not one of the seleeted contractors,
the orvner u'ill determine his qualifications and, if qualifieC, the arvard.
must be made on tlre basis of the lo\\, biri. Combined bids are acceptable
in accordance s'ith the provisiorrs irr Section 20-l-2.

1 l'orm
ments to

Cl'A-l2?0 is nrrilable to trrnsDrit this nnrl other Acadcntic l'acilities program docu'
CFA.

3/lo/652



PRECONSTRUCTION ACADEMIC FACII.ITIES 9.3

CONCURRENCE IN AWAR,DS

\V}ere the Regional Office finc1s that the total amount of the proposed
awards would:

(1) Overrun the amount budgeted for constructi'on, or would leave' 
an insufficient construction contingency amount, the Regional
Director shall immecliately advise CFA so that appropriate
arrangements can be made with OE. The Regional Offiee memo-
randum sha1l shorv:
(a) Reason(s) for the overrun;
(b) IMhether the applicant proposes aud is able to finance the

overrun;
(c) Tabulation of bids;
(d) \Yhether or not a rebidcling might prod.uce Iorver bids;
(e) Recommendation as to the aceeptability of the low bid.

A copy of the most current estimate of cost supplied by the
applicant shall be furnished. with the memorandum.

(2) Ilnderrun the amount buclgeted for eonstruction ineluding the
construction contingency by :

(a) $1,000 or tnore, shall advise C{A by pemplal{tm so that
appropriate arlangements may be made with OE to reduce
the grant and/or loan.

(b) Less than $1,000, the excess funds shall be retained in the
construction line item. Such uuderuuns may not be used to
increase the scope of the project, nor to exceed the properly
applicable grant 1:ercentage in the case of a grant project.

A copy of the Regional Of6ce letter advising the owner of concurrence
in the award shall be sent to CFA for review and. referral to OE, the
Regional Representative of the Office of Dducation, and. the Field
Engineer.

If the project is located in one of the cities shown in Exhibit -A, tfe
Regional-Of6ce shall provide the designated Area Coordinator for the
Pr6sident's Committee on Equal Employment Opportunity, upon con-
currence in award, rvith the following information:

(1) Project number;
(2) Construction site acldress;
( 3) Name ancl address of prime contractor ;

(4) Totai doLlar value;
(5) Estimatetl starting date;
(6) Estimated completion date.
'Where the Regional Director is unable to concur in the awarcl, he

shall advise CFA by memorandum, stating the reasons for his objection
and the recommended action. Upon review, CFA will refer the matter
to OE for determination. Advice of OE's decision will be forwarded
by CFA to the Regional Office which shall inform the applieant. Copies

s/2/55 3
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9.3 ACADEMIC FACITIIIES PRECONSiRUCTION

of the Regional Of6ce letter shall be seut to: CFA for referral to OE;
the Regional Representati've of the Offiee of Education; and the Field
Engineer.

EXECUTED CONTRACI DOCUMENT5

Whenever the Regional Director aclvises the applicant that there are
specified objections to the executed contract doctments which would
preclude concurrence and which canuot be resolved under the terms of
the OE-HHFA Agreement, a copy of the letter shall be sent to: (1)
CFA for referral to OE, and (2) to the Regional Representative of the
Office of Education.

A 9/2/6s
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PRE€ONSTRUCTlON

Atlanta
A. Frederick Smith
I)eputy Regional Director of UR
Ilousing and l{ome lt'inance

Agency
Peachtree- Tth Building
Atlanta, Georgia 30323
'le) ephonc : 8 -404-526 -5482

Raltimore

ACADEiAIC FACITITIES 9.3

0hatles E. Doueghy
CSC, Engineers Building
1365 Ontar:io Street
Cleveland, Ohio
T eleplron e I I -272 -241 -2+3i)

Dctroit
Theoclore T. Jones, Dii'ector'
Of6ce of Aclministrative Sen iees
Detroit, Michigan Post Office
Detloit, l{ichigan 48233
Telephone : 8-313-\\rO-5 -3750-

x 433

Ilouston
R"b..rt.I. Baxter
L]hicf of the }lanagement Braireh

of Nex, Orlcans District
Colps of Errgineers
II.S. ,\rmy Engineer District
l).O. Box 60267
Net, Ol'ieans, Louisiana 70160
Ileleph oire : 8-504-UN-5-1121

Iiar rsas Cit.y. Trlissouri
Strme as Cincinrrati

Iros Airgeles
liiiliiam II. Rice
Contract Compliance Ofiicer
CEBMCO
P.O. Ilox 4187, Norton Air'

itorce Base
Califcrrnia 92409
Telephone : 8-714-382-5821

i\Icln his
.lodie G. Eggers
I'r:csitlen t's (.lourruittec oir E qtitrl

IInrplol'mciit Opportunity

EXHIBIT A

IHE PRESIDENT'S COMMITTEE ON EQUAT EMPI.OYMENT OPPORTUNI1Y

AREA COORDINATORS

I,Iay 11, 1965

Clevelancl

Marvin Ii. Fullmer'
Deputy Contract ComPliancc

Offrcer-GSA, Room 1325
Washington, D. C.20405
'lelephone : 8-202-1 83-5385

Boston
John J. Blosnahan
Assistant Regional Counsel
GSA, 620 Post Offrce Courthoust:

Bidg.
Boston, Massachusetts 02109
Teiephoire : B-617-CA-3-2621

Ciricago
Alonzo J. Jelnigan
1248 West 112th Street
Chicago, Iliirrois 60643
'lc,lephone : 8-312-W,\-2-9240

Cincinnati
John \\'. Rogers
()ffice of \retei:aus Rc-ernployment

Rights
lT.S. Department of Labor
600lloffman }3uilding
139 South Fourth Street
Louisville, I(entuchy 40202
'I'elephone : 8 -502-582 -5239

9/2/A5



9.3 ACADEMIC FACITITIES PR,ECONSIRUCIION

EXHIBIT [ (Pose 2)

Room 361, U.S. Courthouse
Nashville,'lennessee 37203
'Ielephon e t B -615 -242-587 I
Nashville
Same as Memphis
Newarh
nutpn n. Cornell
HHFA
346 Br:oad'r,ay, Room 910
Neu, York, Ne'n, York 10013
'Iclephone : 8-21 2-RE-2-8000

x7325
Ngv Orleans
Samc as Houston
Ncrv York City
llurray Geller
Regional Compliance Officer
National L,abor Relations Board
745 Fifth Avenue
Ner,r'York City, New York 10022
Telephone : 8 -212-7 51 -5500

Philadclphia
PauI H. Pearce
Public IJousing Administration
IIHX'A (Philadelphia)
928 Widener Building
Juniper ancl Chestnut Streets
Philadelphia, Fennsylvania 19107
Tel ephone : 8-215 -597 -2491

I']ittsburgh
Cornelius J. Da1y,
Regional Director

Comrnuriity Facilities Admin.
IIHFA, 936 Widerier Building
Chestnut and Juniper Streets
Philadelphia, Pennsylvania 191 07
Telephone : 8 -215 -597 -2650

Pittsburgh offiee:
Room 2230 New Fecleral Bldg.
1000 Liberty Street
Pittsburgh, Pa.75222
Tel. 8-412-644-2768

San Francisco
Arthur J. Bratlforcl
FHA fnsuring Office
100 California Street
San Francisco, California 941 11
Tel eplrone : 8 -415 -556 -2238

St. Louis
W. W. Zenfell
Supervisory Park Engineer
Jeff erson National Expansiou

Memorial
National Park Service
Department of fnterior
11 North 4th Street
St. Louis, Missouri 63102
Telephone : 8-314-MA-2-4471

\Vashington, D. C.

Robert J. Harlan
GSA, Room 1325
\\rashington, D. C. 20405
Telephone : 8-202-183-5385

9/2/65



ACADEMIC FACIIITIES 9.4

CHAPTER 4. Construclion

Tlie instructions for construction ar:tivities for the Academic Facili-
ties Proglarn are proviclecl in Sections 20-2-1, 20-2-2, and 20-2-3, except
as suppl emented belorv.

TABOR PROVISIONS

The follorving labor provisious are applicable to the Academic Facili-
ties Plograrn:

Woge Rotes 1

\\rage rtrtes pairl for labor must not be k:ss than the prevailing \\'age
as cletenninetl by the Secretary of I-raboi' ancl embodied in the constmc-
tiotr contlact. Department of Irabor Fonu SOL-1.55, l\tage Rate Inf or-
tttotiou, rvith tlie Agency irame anrl Regiorrtrl OIfice arldress, ancl the
I)epaltment of Labor rvage ileterrnination al'fixec1 thereto, must be
postcd at the ploject site.

Dovis-Bocon Act

'['he pi'ovisions o{ the Davis-Bircoir Act as set forth in regulatiorrs
iiresc.-ibecl by thc Secretary of Labor apply.

Anli-Kickbock Stqtute

('orrtractors tlnd subcoiltrrlctors nrllst conform to the Anti-kiclibacli
Statute atid must cc,rtify conU)liance on ettch pa),roll.

Conlrocl Work Hours 1

Thc constluction coirtlnct is srrbject to the Corrtract \\rork llours
Stanrlariis lct. ()vertirne i1t the rnte of not less tharr one arrd one-half
tirnt's the basic ratr: for all houls rvorlit'd in excess of 8 in a clay or
40 in a u-celi ru,-rst be paicl. 'Ihe contract is also srLbject to the regula-
tiorrs issurrcl nnrlcrr the Act by tire U. S. Department of Labor;these
regulatioirs plovitle, anrorrg other thirrgs, tltzrt constructiorl contracts of
$2,000 or less iirc exenrpt from all provisiorls of the Act.

Equol Opportuniry in Employment

A provisiorL requiring eqnal opportunity in employment must be
iuciu.tecl in all colrstruction corrtracts.

Non-discriminqtion Posters

'l'he Regional OfIire shail furnish thrr o\vil(.r' u,ith copies of the nori-
discrinrirratioli poster' publishecl b;r 111.. 1'resiclenl.'s Llornrnittce orr Equal
Ilnrployruerrt t)pportlrnitl,, rvitir irrstructiorrs that the ltostcls lilllst be

1 This labor prorisio:r ruirl )re rrairctl l)y thc (lolrnrissior)er oi Educatior. iil case" or classes
of cases rvhere iiLborers or rncclrauics. lrot otlrer\rise t'lrlrio-r'e11 ilt i!nl'tirne in tlre coDstrrlctioD
of the project, volunltriiJ'(lonate their set!itts for the lrurIose oi lorreling tire colts of
constructiou arld tlle Cortrnlissioner <if llrlucation rletcrrrrines thirt air) rnrouuts si\crl ihefei,}.
are fully crediterl to tlie e(lucational institution urrdertaliing the constluctio[.

6/25/65 l



94 ACADEMIC FACII.ITIES CONSTRUCTION

postecl at conspicuous l)laces on the project site cluring construction of
the ploject. Regional (-)fhces should obtain the posters frorn the GSA
Rt giorral Stores.

PROJECT INSPECTION

An initial schedule of project inspections shall be cleveloped im-
mediately after the preconstructiorr conference (see Section 20-2-2). As
provided in the OE-I{IIFA Agreement, normally a minitnum of three
inspections shall be macle:

(1) frpon the stalt of constructlel-1e11nally this rr-ould be at the
time of excavation and setting and placemeut of footiugs but
shoulcl be adjusted to permit tlie Field Engineer to evaluate the
quality of inspection and snpel'vision being provided by the
o\yr)cr anrl his alchitect ancl adherence of contlttctors alld sub-
contractors to safety lequiremellts, proper constructiou rnethocls,
and labor requirements.

(2) At thc time that construction is at least 50 percent complete.

(3) Upon completion of construction of the project.

Adrlitional inspections shail be scheduled only \vliere the Chief , Engi-
neering Branch, dctonnines such inspectiorts necessary. Additional
inspections shoriltl not be schecluled at cqual itrten'als or on any other
albitlar';- basis since visits rnarie otr a loutine basis call be antieipated
aird, thelefole, lose sorne of their vah:le. Iustearl, itlsllectiorts for a

girrcn project shali be sclerluled and matle itr a rnantter and flequerrcy
that reflect the circurnstances and probler)Is of the pro.ject. The size,
scopr,, and technical complexit-v of construction are, of course, basic
factoi's. Ilorvetrer, of evetr rnore irnportairce are the deglei' and quality
of construction, thc supervision aucl inspection to be or actually pro-
viclecl by the applicant and Jris architect, and tlie past and actual per-
folrnance of the contractor and the subcontt'actors.

The Field Engirieer nray yar')' frorn the inspection schedule to coitr-
ciil: n-ith start, nicllroirrt. aiid conipletion, antl rrlierever r:lse hc tlel,er-
mines circumstances so irrdicate ancl the timing preclude-s obtaining
applolal of the Regional Oflice; in each such case, justification for the
inspection shall be shou'ri on Folm CFA-200, J'et'tctclic Inspcctiott
Rcport.

lYheu constructiorl tler.eloprnents or perforrirance of thc parties colr-
celnecl so l'alrant, the schecluie of visits should be moclified.

Inspectioirs u'ill be macle in orcler to :

( 1) Yerify the ac'iequacy of stlpervision aitcl r'esident inspection
being renclered by tire applicant ancl the applicarrt's architect/
eilgrneer ;

(2) In cases u,here the depository bank has not furnisheil a statement
shou'ing establishrnent of the construction furrd nccount, check
conformance by the applicant rvith constructioll fund account
l'eqlrirements (that is, tliat the required account lias been estab-
lishecl as specified in the I--loan aud/or Gl'ant Agreelnellt) ;

2 5/25/65
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CONSTRUCTION ACADEMIC FACITITIES 9*4

(3) Asct'r'tain if corrstruction is proceeding in accordance l-ith ap-
provetl plans, specifications, attcl eontract documents ;

(4) \'erify cornpJiance by thc applicartt and the contractors ancl
subcoutractors rrith applicabte labor stanclarcls, fair employment
stantlalrls, ancl related requirements ;

(5) Inspect equipment (instailerl as part of the construction cou-
tract) recc'iver1 and installecl fol t-oufolmance s-ith approvetl
plaus, slrccifications, aircl coirtract tlocurncirts ;

(6) \rei'iiiy antl inform thc L'ornmissionr'r'of Eclucation of the com-
pletion of stttgcs of cotrst.l:rr:tioir ttpotl l-hjch payrnents of grant
instalhnenis ol completiolr of Feclei'al loan arrangemeilts are
eonclitionec1.

Inspection of l'.{ovoble lniiiol Equipmenr

The applicant has tLe basic rlsponsibility frrr velifying receipt of
molable iiritirrl crluipment. On till projects iirvoh'ing movable equip-
meirt. the applicant shall be requiletl to fun'rish a certificrl list of equip-
rirerrt lerreitetl. Foriu CF,\-22i, I't'o,jcct EutiiptitL',ttt Inuentorll , slioulcl
be userl but thc appiicairt may use his outn fonn if it provicles the same
infouuation. iflie Fieltl Enginecr"s revierv of the iists shall be lirnitecl
to ascertaiuing that the appror,ecl equipmeut has been certifiecl trs re-
ceirrerl in satisfacrtory coirditioir b;r ihs applicant. Ilot,ever, in unusnal
cases (e.1x., a srna,ll, inexpelicrrt'ecl iustitrition), as cletermineii by the
('hief, Enginecring Blanch, ar1 inreutoly may be macle b), the Fielcl
Ettsiirecr'. [l the lattcr'(iase. F01'n] (lF,\-l'15 shali be used ancl cr:rtifietl
by tlie applicant.

CONSTRUCTION STATUS REPORTING

The OE-iII{I,'A Agrcr.urcnt plovitlts thtit OE rrili be notifiecl of aliy
exceptionai fiirclings tluring the tolstluctiorr phase. Coirsequently, thc
Regioutrl Dirc,ctol shal1 atlr,ise CFA, b}, rrremorandum, of an;. develop-
rncrrt r-,'lrich rroulcl rna'.erially afft,ct constluctioir of the project or rrhele
the tc,r'ms ancl conclitioirs of the Grant ancl/or I-,oan Agreernent have not
bectr nret: a coj)Jr shall be sent 1o tlie Regionril Representative of the
Office of Erhrc:rtion. The ilemolanclunr should explain the situatioir,
tlesctibe corrective action taken, ancl recomurenil action to resoh'e the
mrrttr:r. I'ollos'iug rer-ic,l., (lFA u'il1 rcfer the matter to OE aircl,
subsr:queutl;', ar'lvise thc Regioiral O{lice of OE's decision.

PROJECT CHANGES

I'roposetl cirai:ges in the applovecl projcct sliall be processed as ptre-
scribccl belor'. Approval b;r the applicant shall be secured before any
actior is taken u.'ith respect to any proposecl change.

5/2s/65 3



94 ACADEMIC FACITITIES CONSTRUCTION

Chonges Requiring Approvol by Commissioner of Educotion

Approval by the Commissiorrel of Eclucation is required for a change
rvhich rvould :

(1) Alter the scopc,, character, or function of the project ;

(2) Alter the distribution of ti're assignable ar:ea capacitl. of tlie facil-
itv;

(3) In the case of a loan plojec:t, effect a reductioit in pletlged leve-
nues t,here applicable ;

(4) In the case of a loan lrloject, alter the method of financing;
(5) lncrease the cost of tirc project, rvhere funds to covel .quclt costs

ale not provided b1'the appiicaut;
(6) Alter tlro kltru aircl/ol grlnt eonclitions ol't}ro seculitv pleclgctl to

a degree l,liich requires an amendatorl'Agreement ; ol
(7) Change any Iine iteur (except the project contingency) by rnore

than 10 percent, or' 5 pelcent in t}e case of thc' construction line
item.

Foilor,r,ing rer,icn' of an1- of the abor-e t1,pes of proposecl changes, the
Regional Dircctor shall recommencl the action to be taketr. Such r:ecotn-
nrerrdations sirall be plepaled oir Form CF,{-105-AF, Pro jcct Suntnta,rgl
Rct'ision (Ilxhibit A), iu an oliginal and fir-e copies. Relisions shall be
nunrberetl consecutively for each report. Couunents shall incluclc a fuil
explanation of the leasons for the change.

tr'ollon-ing signatule bi- thc Regiorral Dircctor. the originai and four
copies of Form CFA-105-r\F shall be sent to CFA;the retnaining copy
shall be placed in suspense.

fipon revieu'by CFA, tlre oliginal aircl four copies will be sent to OE.
As notice of its detenniuation, OE rrill sencl one copy to its Regional
Replesr:irtatir.e arrrl thr:ee copies to Ctr'A; CFA rr jll fonrarcl trvo copies
to the Regional Office, The Regional Oflice shrill note the approval date
on the suspense copl' aircl send it to the Fielcl Engineer ; o1le cop)- r'e-
ceilecl from CFA shall be sent to tlre applicaut ancl the othcr' placed in
tlie project folder.

Chonges Concurred in by rhe Regionol Director

The Regional Dilector is arrthorizecl to concur irr the follos-ing types
of propo-secl changes, plor,iclc,d the change cloes not inlolr'e ciranges
rrhich must be apprcr-erl b1. tlic (lotnliiissioner of Eclucalioir:

( 1) Decrease tlie cost of tlie pi'oject ;

(2) Increasc the cost of the project, r'ireto fLrircls to cover such costs
are pror.idccl by the applicairt ; or

(3) Changc any line iteur b1' 10 percent or less (or 5 pcrcent or less
in the case of tlrc'colrstluctiorr line itenr) or changt the il'oject
contingency x'hen total ploject costs are lot afftcterl.
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CONSTRUCTION ACADEMIC FACITITIES 9,4

The proposed change shall be reviewed by the Regional Director to
determine that approval by the Commissioner of Education is not re-
quired. If the change is found acceptable, Form CFA-105-AF shall be
prepared, the concurrence box ehecked. signed by the Regional Director,
and distributed as follou-s :

Original and 1 copy-CFA; CFA rvill furnish the original to OE

1-Applicant
1-Projeet File
1-Field Engineer
1-Regional ffepresentatile of the Office of Education

CONTRACT CHANGES

Contraet change procedures prescribed in Section 20-2-3 shall be
follorr,ed.

CHANGES TO AGREEMENTS

A l-,loan and/or Grant Agreement can be changed only by an amend-
ment or a l-aiver. If approved by the Commissioner of Education, an
amendment to the Agreement l'ill be prepared and issued by the Of6ce
of Education whenever there is:

(1) A significant change in total assignable area or in the distribu-
tion of assignable areas in the project i e.B.r & significant reduction
in the assignable area of instmctional laboratories and shops.

(2) An increase in total project costs above the approved estimates
which:
(a) The borrox,er proposes to finance by sale of additional parity

bonds to purehasers other than the Government, or
(b) \\'iil inlolve an increase in the loan and/or grant.

(3) Any substantial decrease in project cost; such a decrease will re-
quire a reduction in the loan amount and a eorresponding amend-
ment to the Agreement; reductions in the grant amount l'ill be
accornplished by ietter to the applicant from the Office of Edu-
cation.

Any change in the executed Agreement, including the Special Condi-
tions or the standard Terms and Conditions, also rvill require an amend-
ment or rvaiver.

PROJECT COMPTETION

The instnrctions for final inspection activities for the Aeademic
Facilities Program are provided in Chapter 22-1. Regional Office proj-
ect completion procedures are providcd belorr'.

At the time of final inspectiorr, the Field Engineer shall obtain, *,here
applicable, Form CFA-225, Projcct Equipntent Inuentory, to record
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94 ACADEMIC FACITITIES CONSIRUCTION

equipment purchased from project funds; Form CFA-225 shall be
attached to Forrn CFA-250.

The app)ication form provicles that the applicant rvill make available
"as-built" dral,ings to the Commissioner of Edtrcation upon comple-
tion of the project. The "as-built" drarn'ings shall be reviewed by the
Regional Office at the time of construction cotupletion to ascertain the
number of rooms and square footage (see Item 5 of Form CFA-1250).
If the drat,ings are not available at the time of final inspection, the
applicant shall be requested to send th.'m to the Regional Office as soon
as possible; the dral'ings shall be returned to the applicant follorving
revlell'.

On the basis of Fornr CFA-2J0 and the project file, the Regional
Office shall prepare Forni CFA-1250, Project Contpletion Report (Ex-
hibit B), as the final project report to OE. Form CFA-1250 shall be
prepared in an original and five copies rvith the following distribution
made:

Original and 2 copies together rvith one copy of Form CFA-225-
CFA; CFA rvill fonvard the original and one copy of Form CFA-
1250 together l,ith Form CFA-225 to OE

1-Field Engineer
1-Project Folder
1-Regional Representative of the Office of Education.

The Offrce of Education rvill arrange for a final audit of the project
and rvill notify CFA rvlien the project is closed. A copy of the notifica-
tion rvill be furnished to the Regional Office so that it may formally close
out the ease as an active project.

MONTHTY CONSTRUCTION STATUS REPORI

In order to permit monthly reporting of construction status infor-
mation to the Offrce of Education and to permit program evaluation,
Regional Offices must report such data monthly. Field
therefore, shall report construction status information to the
Office no later than the 20th of each month on Form CFA-249, Monthly
Construction S/olus Report (see Exhibit A, Chapter 6-6). The report
shall cover the monthly period ending the 15th of the reporting month
and shall be prepared in duplicate and the original sent to the Regional
Of6ce. The copy shall be retained by the Field Engineer.

Form CFA-249 shall be prepared from information obtained from
on-site inspections, review of Form CFA-208, Pcrioclic Estimate for
Partial Payment, and, where necessary, contacts with the applicant and
its architect/engineer. The report shall be prepared in accordance with
the instructions and definitions on the reverse side of Forq CFA-249.

Upon review, the Engineering Branch shall furnish the start, per-
centage of completion, completion, and construction status code data as
provided in Section 9-2-3.
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CONSTRUCTION ACADEIAIC FACIIITIES 9.4

PAYROII,S

Copies of payrolls submitted under the Aeademic Facilities Program
shall be retained by the Field Engineer until six months after the final
project inspection at which time they shall be transferred to the OE
Regional Representative for retention under the provisions of the
regulations of the Secretary of l-.rabor.
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EXHIBIT A
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EXHIBIT A (Page 2)

{Brr 6s. ot (r}'l-1fr -Atr,

OTHER CHAreES/COWNTS

S!bjecl lo EnI slaled.ondilions, th. abov. rcvisions lo lhc atrrovrd p,oj.(l .,. h.r.hy I I !.( ohii.rd, d Ior

approval t lco.cuiledin.

I app,ovc, subjcct to any slsled condili)ns, lh. ah.vc r.v,sions lo th..fpro!.d ,',oic.l Strhmtrrl,
including the chanSe, if.ny, ih ihe loiln ind./ot q'rnt anr.rnr.
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EXHIBIT B
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EXHIBIT B (Poge 2)

{Reve6e ol CFA-12t0)
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CHAPTER 6. INTERI'IA PROCEDURES

Regulations of the Office of Education (29 CFR 170'3) provide:

" (a) Any cost incurred before, or under a contract entered into
b.fl"e, Decembe, 16, 1963; shall be excluded from the eligible

cleveloPment cost.

" (b) In addition, for applications received on or after Apr^il 1, 1965,

eitt'ertytheCommissionerund.erTitlellorllloftheAct,
o" UV u 

"Stut. .o*-ission under Title I, the following shall be

excluded from the eligible development cost:

,,(1) Any cost incumed under a construction contract entered

into p"ior to the date of concurrence by the Commis-

sionei in the awatd of such contract'

" (2) Any land acqui.sition costs, or costs for architectural/
engrneering or legal services, incurred more than two
years prioito the date of the application'

" (3) Any other project costs, including t}le costs of acquisi-
tion of existing structures, incurred prior to.the date
of acceptance 6y the applicant of the Commissioner's
grant or loan offer for the approved project'"

In some cases rvhere applications are received. prior to April 1, 1965,

th;;;pli.""i will have incurred development costs or have taken certain

;i"p.'i;; il accordance with prescribed policies and procedures. This
Ufr'"pt.r"rppii.t o"ty to such applications and, conseqogtly, modifies

u"a'."ppf.rirents ceriain material in preceding chapters of Part 9 and in
Parts 20 and 21.

Each application of the typg covered in this Chaptgl wilJ. require
i"a-i"lauaf iitention in view of the variance from applicable policies and

procedures rvhich may have been followed by applicants'

ITAETHOD AND GENERAI PROVISIONS

In general, the provisions of this 
"h?ptu. 

call for compliance with
statutory requtrements in all cases and for retroactive comlr^liance with
p"Uii.fr.h regulations and procedures in cases where this is feasible and

reasonable.

where the latter is not the case, these instructions call for: (1) action
by the applicant to obtain compliance; (2). provision by the applica-nt

oi certifitation as to prior compliance; (3) waivers of compliance by

the Government; or (4) a combination of the foregoing measures.

Regardless of the stage at which a proposed or actual proj-ecl is sub-

*iil;a lor Regionai Office attention, however, the Begional- Director
.fruff u*"r. im-mediate action to supply the owner with aII information
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and fo-rms leading to the then current stage of development or eonstruc-
tion of the project. This shalt inelude reTer.qrcg^lo. tie oE regurations Opublished in the Federal Register on August 27 ,lg}4.

To the extent that such information has been furnished (or, in the

:fi:i."J,11:3'",';r},;I;#li,',tlJii*:,1} iilJ,',H l:ff,llfifiJffff *fn O
all requirements for the program thenceforth. Any exception io this

il!'"Y:+3::1,:\1f1"#i:i,li*#.3-ff""1n1h'""#lllr;lxlE ii:;x oRegional Administrator and cFA and approved by the comriissroner
of Education.

9{ ACADEM]C FACII.ITIES

PROJECT PHASE AND
UNMET REQUIREiAENTS

IHEREUNDER

PROJECT UNDER DEVEL-
OPI{ENT OR, IN PRECON.
STRUCTION PHASE WITH.
OUT OE APPROVAL

PRECONSTRUCTION-OE.
APPROVED PROJECT
Architect f Engineer
Agreement-

-Not submitted for HHFA
eoncurrenee

ACTION BY REGTONAI, OFFICE

INIERIM PROCEDURES

PRE.APPROVAI AND PRECONSTRUCTION PHASES

Actions to be taken with resp-ect to unmet requirements in the pre-
appro-val and_preconstruction phqsgs are indicat-ed in the table beiow,
according to the follorrying code, which identifies column headings:

A-Regional Director of community Facilities requests retroactive
compliance by parties indicated in current procedures. Where
existing contracts are involved, this may ,.q.,iire current amend_
ments having retroactive applicability.

B-Regi_onal Director requests present compliance by parties indi_
eated in current procedures.

c-Regional Director. notifies, appropriate party that it is required
to certify (or obtain certificationJ, where appropriate) as to prior
compliance.

D-self-explanatory, except that unless otherwise indicated, aetions
are taken by the Regional Director.

A

Refer owner to OE. Supply
owner with,.information,, cop-
ies of Forrns CFA-204, Cfe-ZOS,
CFA-210, CFA-232, CFA-238.
CD- t, CEA-238-T (AF), and
CFA-239. Advise owner that the
use of the CFA-238 contract
forms is required, should loan or
grant application be approvecl
h.y OE.

x

2

c
REAAARKS OR OTHER ACTION

D

3/ro/55

o
o



INTERIIA PROCEDURES ACADEI\AIC FACILITIES 9{

PROJECI PHASE AND
UNMEI REQUIREMENTS

THEREUNDER
REMARKS OR OIHER ACTION

DA B c

ACTION BY REGIONAT OfFICE

x

x

-Fountt 
unacceptable bY

HIIFA

Copi,es of land descriPti'on and
plat and of Forms C?A'204
and, CEA-905-

-Not 
received bY HHFA. .

-Received 
hut fountl unac-

ceptable

Construction 01' EquiPment
Controcts not efiecuted, and,-

-Proposetl 
tlocunrents uot

reeeived by HHEA..

-Proposetl 
documents re-

ceived. but found unac-
ceptable

Constructi,on or Dquipment
Contracts eaecu,ted f,rior to
HHF'A reuiew and-

-Bitltling 
antl awartl re-

quirernents not followecl . .

-Bidding 
antl award re-

followetl but-

x

x

x

x

Whele the fee exceetls those pre-
vailing for conrparable services
irr the project area, unless spe-
cially justifiecl, the excess must
be financetl by the applicant.

Regional Director may concur in
arvard to other than lowest bitl-
der rvhere:

(1) The applicaut has deter-
mined that the low bitltler
is not qualifietl antl the
Regioual Director concurs
in such fintling.

(2) The low bitltler is clis-
qualifieal for arvartl untler
existing laws or regula-
tions from participation
in Fetlerally-aidetl proj-
ects.

(3) The lou'bitltler requests
caneellation of his bitl be-
cause of hartlship result-
ing from au "honest er-
ror" and the applicant
autl Regional Director
corcur in such with-
tlrawal.

Awartls to other than lowest bid-
tler for other reasons shall' be
referretl to CFA with full tlocu-
nentation antl the Regional Di-
rector's recommendation.
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9{ ACADEMIC FACITITIES INTERIM PROCEDURES

REMARKS OR OTHER ACTION
D

ACTION BY REGIONAI. OFFICE
PROJECT PHASE AND

UNMET REOUIRE'\AENTS
THEREUNDER ^l.l.l

-Proof 
rrot furnishetl

Wage rlte s nol oL-
tailed . . .

-Tabulation 
of birls not

rccci yetI

-Cop1- of acceptetl biil
trot rcct,ivct[

-Ridcler's 
certification on

CFA-338-CD-1 not re-
coivorl

-No evirlence of action to
olrtain adclitional funds
neerlerl ltecause of arr
oferrun

--Preliminary approving
opinion of bond counscl
not receivetl

--PIan for interint con-
struction finaneing not
leeeired . . .

-Contractor or subcon-
tractor on Comptrollel
Gcnelal's ineligible list

---Tt-o sets of executetl
contract rlocuments ancl
firral p)ans not receivecl

-Exccutcrl 
eontract iloes not

<,onforrrr irr all substantial
lcspects to provisions of
Genaral Condit tons, For:.n
cFA-j;t8-T (A.t')

-Prcconstructiou confer-
orree rrot lrcld

See Itenrs 84 and B8, tr'orm
cFA-232.

Ohtain deterntination from De-
partment of f,abor anrl, rvhere
applicable require olner to se-
cure rates fronr State Labor
Dcpartrnent.

See Item 88, Fonn CFA-232

Notifl' CFA; nonnally the proj-
ccf is ineligible for Feclelal as-
sistance if inc,ligible firm par-
ti ei pa tes.

Approvecl t'age rates must be jn-
elutlcrl in supplenrcntal general
con cliti ons.

x

x

x

x

x

x

x

x

x

x

x

CONSTRUCTION

Actions to be taken $'ith respect to unmet requirements in the con-
struction phase (u'hich may include movable equipment and the instal-
lation of fixed equipment under separate contract) are indicated in the
table belou', according to the followinq code, rvhieh identifies column
headings:

A-Regional Director of Community Facilities requests retroaetive
conpliance by parties indicated in current procedures. Where
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existing contracts are involved, this-.may require current amend-

ments having retroactive applicability.

B-Regional Director requests present compliance by parties indi-
cated in current Proeedures.

C-Regional Director notifies appropriate party that it.is required.- 
to E."tliy (or obtain certificaiions, rvhere appropriate) as to prior
compliance.

D-Self-explanatory, except that unless otherwise ind'icated, actions

are taken by the Regional Director.

PROJECT PHASE AND
UNMET REQUIREMENTS

THEREUNDER

PROJECT UNDER CON.
STRUCTION WITIIOUT OE
APPROVAL

(Note: Where Project is com'
nleted. the following are gen-

erall.y at,plieable. tn addition,
the orvrrer's architect/engineer
rviIl be requirecl to furnish a
certification that the Project
constructetl is that describetl in
the plans; the Field Xngineer
shall make an insPection of the
project. )

OE-APPROVED PROJECT
UNDER CONSTRUCTION

Archdtect f Dngineer
Agreement-

-Not 
submitted for HHFA

(oneurrenee....

-Provides 
for excessive fee

ACTION BY REGIONAL OTFICE

R,EMARKS OR OTHER ACTION
D

Refer orvner to OE. SuPPIY
orvner with t'information" coP-
ies of Forms CFA-204, -205,
-i r 0, - j32, -238-CD-1, -238-T

1AF,1, and -239. Advise owner
of requirement for use of antl
atlvantage in earlY comPliance,
should. loan or grant aPPlication
be approvetl bY OE.

A B

x
x Where the fee exceetls those pre-

vailing for comParable services
in the project area, unless sPe-

cialiy justifietl the excess must
be finauced bY the aPPlicant.

-Is 
otherwise cleficient in

providing for services
specifietl in CFA"232

Copies ol land descriPtion and
ptot and of Forms CFA-204
onil -205-

-Not 
received bY HHFA.

x

x
53/to/55



A

x

B

x

x

x

x

x

PROJECT PHASE AND
UNIAET REQUIRE,vIENTS

THEREUNDER

-Receivetl 
but found unac-

ceptable

Constrttction
Contracts-

ot' Equi,gtment

-Documents 
antl final plans

not received by HHFA. . .

-.Atvarcletl t'ithout compli-
arce rvith bidtling anal
au'ard requirenrents

but

-Tabulation of bitls not re-
ceiverl

-Copy of acceptetl bid not
rceeivetl .....

-Birkler's certification on
CFA-238-CD-1 not re-
eeivecl

-No evidence of action to
obtain acltlitional f untls
neetlerl because of an over-
I'll1l

-Arvartledproof not

-Prelirninaryopinion of
not received

properly
furnishecl

approvrng
bontl counsel

c

x

ACT]ON BY REGIONAT OFFICE

REMARKS OR OIHER ACTION
D

Regional Director may concur in
arvard to other than lowest bitl-
tler where:
(1) The applicant has tleter-

mined that the ]ow bitltler is
not quaiified antl the Re-
giorral Direetor concurs in
sueh fintling.

(2) The low bidtler is tlisquali-
fied for awartl under exist-
ing laws or regulations from
partieipation in Fetlerally-
aitled projects.

(3) The low biclder requests can-
cellation of his bitl because
of hartlship resulting from
au t'honest errorD antl the
;rpplicant and Regional Di-
rcctor concur in such with-
drarval.

Arvards to other than lowest bitl-
der for other teasons shall be
referretl to CFA with full docu-
nrentation ancl the Regional Di-
rector's rccornmendation.

See Itenrs R4 ancl 88, Form
crFA-:32.

Ilequirement rvaiveil for projects
unrler construction.

9{ ACADEI tC FACIUT|ES INTERI'IA PROCEDURES
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B

ACTION BY REGIONAI. OFFICE

A

PROJECT PHASE AND
UNMET REQUIREIIAENTS

THEREUNDER

x

x

x

x

x

-Q611f 
1agl61 or subcontrac-

tor on Conrptroller Gen-
eral's ineligible list

-[6pu111gnfg 
as executeti alo

not confomr in all sub-
stantial respects to Provi-
siors of Generol Condi-
tions,
(AI')

Form CFA-238-T

App,roued u'age rates not ob-
tained, and construction has
prollressetl, prior to the date of
OE approtal of Agreement. . .

Apprenticeship reqttirements
not follorued

Weekly payrolls not subnxitteil

lVeekly certifi,cations with re-
spect to compli,ance with anti-
kickback anil ouertime require-
menls not submitleil. . . .

c
REMARKS OR OTHER ACTION

D

Notifl' CFA; lomrally the proj-
ect is ineligible for Fecleral as-
sistanct if iueligible firm par-
ticipates.

Exceptions to this policl' shall be
nrade in accoltlance s'ith treat-
rurett of specific noncourpliances
as listecl belos,in the reuraintler
of this table; exceptions not so
listecl may be referred to CFA
for tlecisiol, rvith the Regioual
Dilector's lecourtneltlation.

Request cletermination frorn De-
partnreut of Labor, inclicating
rlate of arvard altl other per-
tinent infolrnation. Require the
coutraet be antendetl to inclutle
rates as tletemrinetl by the Sec-
letar'1' of Labor if higher than
rates actuallS'
as rlecessary,
payments to
ees,

pairl antl provitle,
for supplemental

untlerpaid employ-

Recluire current amentlment pro-
vicling for compliance for re-
nraintler of the eontract periotl'

Require aurend.ment
for:
(a) Subnrittal of certifred coP-

jes of each payroll not sub-
rrritted. Copies shoultl be
photocopies of paYrolls ac-
tually used by contractors;

(b) Retentiou of all PaYrolI rec-
ortls by contractors antl sub'
eontractots for three Years
from tlate of contract com'
pletion; antl

(c) Compliance with other PaY-' roll provisions (Item 47) of
General Conditions, lotm
CFA-238-T(AF), for re-
maintler of the contract Pe-
riotl.

Require amentlments Provitling
for:
(a) Submittal of single certifi-

eation by eaeh contractor
antl subcontractor covering
all prior paYroll Periotls;
and

x
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9.5 ACADEMIC FACITITIES INTERIM PROCEDURES

ACTION BY REGIONAT OFFICE
PROJECT PHASE AND

UNMET REQUIREMENTS
THEREUNDER

1-on-com2tlian,ce u,ith equal em- ,

ploym,enl oTtportunitu prol)i.
sions of Erecttlire Orcler 1a995,
as amended

f n su rn n te in arl rqrr al e

REMARKS OR OTHER ACTION
D

(b) Cornpliance rvith rveekly cer-
tification requirements of
tr'orm HHFA-1 (or Form
H-181, as appropriate) for
remainder of the contract
peri o11.

Rcrluire amenrlnrent of contract

A B c

x

x
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NON.DISCRIIAINATION I9-I

CHAPIER I. EQUAT OPPORTUNITY IN HOUSING

INIRODUCTION

The procedures helein are prescribed pursuant to Executive Order
11063, issued by the Presid.ent on November 20,7962, and the statutory
authority of the Housing antl Ilome Finance Administrator to make
rules and regulations necessary to carry out his funetions, powers, and
duties. These procedures are designed to assure compliance with the
established policy of the United States that housing and related facilities
provided in whole or in part with Federal finaneial assistance und.er
Title IV of the Housing Act of 1950 as amended (College Housing),
and Title II of the Housing Act of 1959 as amended (Senior Citizens
Ilousing), rvill be made available without discrimination based on race,
color, creed, or national origin.

DEFINIIIONS

Telms usecl in these procedllr:es are definetl as follows:
(l) Eousing or related, facilities-Itousing or related" facilities pro-

vided with financial assistance from the Community Facilities
Admiuistration under Title IV of the llousing Act of 1950, as
amend.ed, or Title II of the Ilousing Act of 1959, as amend.ed.

(2) Discriminatorll Pract,ice-any diserimination because of raee,
color, creed, or national origin in the sale, leasing, or other
dispositiou of, or in the use of oecupaney of, housing or related
facilities.

(3) Standard, Coaenant-the covenant contained in every contract
for CFA financial assistance for the provision of housing or re-
lated facilities, executed after November 20, 1962:

"This agreement is subject to the provisions of Executive
Order 11063, dated November 20. 1962. The Borrower cove-
nants and agrees that it will not discriminate nor permit d"is-
crimination by its agents, lessees, or any others operating
housing or related facilities, in the use or occupancy of said
faeilities because of race, color, ereed, or national origi:r."

(4) Reginnal Ad,ministrator-lhe Administrator of the Regional
Office of the Housing and llome Finance Agency exereising re-
sponsibilities in the geographical area encompassing the loeale
of a complaint.

(5) Comrnissioner-the Community Facilities Commissioner.

CO,IltPTAINI PROCEDURES

Who Moy Filc Comploinl

Any applicant for housing or r-elaterl facilitics rvho believes he has
been discriminated against because of raee, eolor, creed, or national
2/25/51 r
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I'.I NON.DISCRIMlNATION EQUAL OPPORTUNIIY IN HOUSING

origin, may fiIe a complaint. Such complaint shall be in writing and
signed by the complainant. The complaint must be filed within ninety
(90) days from the date of the alleged discrimiaation unless such time
is extended by the Regional Administrator for good cause shown. The
complaint may be submitted or supported by an authorized repre-
sentative of the complainant.

Conlcntr of o Comploint

Each complaint should contain the following:
(1) Specffication as to whether the allegecl discrimination is based on

race, color, creed, or national origin.
(2) Itlentity of the person or persons responsible for the discrimina-

tion, if known.
(3) Date and place of the alleged d.iscrimination.
(4) All factual information r,vhich the complainant may have to

support the allegation of discrimination.

Where to File

Complaints should be fiIed with the Regional Administrator in the
Region in which the housing or related. faeilities are located.

Acrion By Regionol Administrqlor

Upon receipt of a written complaint signed by the complainant, alleg-
ing that any borrower, its agents, Iessees, or other entity has partici-
pated in a discriminatory practice, the Regional Administrator shall
take the following action:

(7) Aclmowledgment of Complaint
Acknowledge receipt of the complaint and., if necessary, seek
additional information from the complainant.

(2) Detarmina,tion of Ju,riscliction
Determine whether the housing or related facilities which are
the subject of the complaint were provided with CFA financial
assistance, and, if so, whether the stand.ard covenant is a part
of the contract for such assistance.

(a) If it is determined that the housing or related facilities
which are the subject of the complaint were not provided
with CFA financial assistance, the complainant shall be so
notified, and the complaint shall be dismissed.

(b) If it is determined that the housing or related faeilities
which are the subject of the complaint were provided rvith
CFA financial assistance, but that the contract for such
assistance does not contain the standard covenant, an in-
quiry will be conducted to determine whether a discrimina-
tory practice has occurred. If it is found that a discrimina-
tory practice has occuned, the Regional Administrator

2 2/25/61
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shall attempt to eliminate the diseriminatory practice, pur-
suant to Section 102 of the Executive Order, and submit a
complete report to the Commissioner. The Commissioner
may take such further action as he deems appropriate.

Lelter of Notificotion

If it is <ietermined. that the housing or related facilities rvhich are the
subject of the complaint were provided with CFA finaneial assistanee
and that the contract for sueh assistance contains the standard eovenant,
the Regional Administrator shall uotify the alleged violator of the
reeeipt of the complaint, enclosing a eopy of these procedures, and
setting forth:

(1) The name and acldress of the party alleging discrimination.
(2) The name ancl address of the alleged discriminator.
(3) The date and place of the alleged discrimination.
(4) A summary of the facts alleged to constitute the d.iscrimination.

The alleged. violator shall be requested to respond, in writing, as
follorvs, to the letter of notiffcation, within serren calerrdar days of the
receipt of such letter:

(1) if the allegations are denied, set forth its account of the facts
corrcerning the incident that is the subject of the complaint.

(2) If the allegations are admitted, state the corrective action lvhich
it proposes to take.

tnquiries ond Heorings

If, in the response to the letter of notification, the alleged discrimila-
tion is denied, or if there is no response to such letter of notification, an
inquiry shall be conducted. to ascertain the facts.

Upon the request of any party to the controversy, hearings may be
held to resolve any issue of fact. Hearings may also be held where the
Regional Administrator believes they are necessary to clarify or resolve
any issue of faet. The hearings shall be held by the Regional Admin-
istrator or his designee at a eonvenient time antl place to be selected
by the Regional Administrator. Notifi.cation of the hearing date must
be received by all parties at least ten days in advance of the date of
the day selected.

In the inquiry into, or resolution of, a complaint, the Regional Ad-
ministrator or his designee may consult with any officially constituted
state or local agency eharged with preventing or redressing discrimi-
natory practices.

Every effort will be made to conclude such inquiry within sixty (60)
days of receipt of the complaint, or within ninety (90) days where a
hearing is held.

2/25/64 3
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lnformol Selllemcnt

During the course of the inquiry and./or lrearings, the Regional Ad-
ministrator shall endeavor to settle the matter in controversy by in-
formal means. Nothing contained in these procedures shall be deemed
to prevent a yoluntary settlement of a eomplaint at any stage in the
procedures.

Findings

If it is found. that the complaint is without substance, the parties con-
cerned shall be so notified.

If it is found that the standard coyenant was violated, the Regional
Administrator shall inform the parties of such findings and advise the
violator to take the action necessary to correct the violation and to give
appropriate assurance of future complianee.

Sqnctions

A failure on the part of the party in violation to take appropriate
couective action and to assure future compliance shall be grounds for
the imposition of sanctions, inclucling the following:

(1) Cancella,tion or termination of any agreement or contract rilith
the party in violation.

(2) Denial of further financial assistance to the party in violation.
(3) Such other actiorr as may be permitted by larv which is cleemed

appropriate.

Review

Any party may apply in writing to the Commissioner for review of
the findings or proposed action of the Regional Administrator, provided
that such applieation is ffled with the Commissioner within fifteen (15)
days of receipt of notification of such findings or proposed action;
providetl also that such period may be extended for good cause shown,
in the discretion of the Commissioner. The applieation for review shall
be accompanietl by a written statement setting forth reasons for reversal
or modification of such findings or proposed action. The imposition of
sanctions shall be withheld pending determination of the review. The
Commissioner may make such further investigation of the facts (includ-
ing the holding of a hearing) as he deems necessary, and may affirm,
modify or reverse the findings or proposed action.

Woiver

The Commissioner may, for good cause, waive any of the procedural
requirements in the processing of any complaint.

1 2/2s/a4
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ENGINEERING 20.I.I

CHAPTER I. PRECONSTIIUETION

Seclion I. Preliminory Actions

When the orvner has been advised of project approval, the Regional
Director shall send it a letter enclosing the applitable Preconstriction
pamphlet, Forms CFA-233, CFA-234, CFA-235, CFA-236, or CFA-23?.1
A eopy of the letter and enclosure shall be included for the architect/
engineer. Any speeial instructions to the owner relating to projeci
engineering should be eontained in this letter.

The following shall be attached to the Preconstru,ction pamphlet:
(1) Fgrm CFA-204, Archi,tectlEnginaer's Certifi,cate, three copies

(Exhibit A).
(2) Form CFA-205, Certifi,cate as to Project Site, three copies (Ex-

hibit B).
(3) Form CFA-210, Notice to Proceeil,, one copy.
(4) Form CFA-238, Contract Docu,ments, one copy.

On an optional basis, to minimize errors in the preparation of contraet
docurnents, a ehecklist of most frequent errors may also be attached
to the Preconstru,ction,pamphlet (see sample, Exhibit C).

ARCHIIECT,/ENGI NEER AGREEMENI

. The form of the agreement between the orvner and the arehitect/en-
gineer is_ not prescribed. The agreement, however, must eontain irro-
visions that satisfactorily:

(1) Assure that the owner will obtain adequate services for design
and inspection and supervision of the facility contemplated. -

(2) Provide that the project will be in accordance with the approvecl
project description.

(3) Indicate the amount and basis for the fee to be paitl ancl the
schedule of payments of the fees.

(4) Provicle that the architect/engineer will:
(a) Prepare plans, specifications, eontract documents, and other

data required..

(b) Attend bicl openings and prepare ancl submit tabulations of
bids.

(c) Furnish a report once a month covering general progress
of the job and describing any problems or factors contribut-
ing to delay.

(d) Provide supervision of construction of the projeet, including
- 

'o" N*r'"aeral- school construction and Acailemic tr'acirities projects, tr'orm cFA-287A or
OX'A-233A also shall be included.

12/21/64 t



2(LI.I ENGINEERING PRECONSTRUCTION

periodic inspections to assure compliance with plans, specifi-
cations, and contract documents.

(e) Prepare and submit contract change orders.

(f) Review and approve the construction and progress schedule
prepared by the contractor.

(g) Certify partial payments to contractors.

The owner is responsible for the collection of weekly payrolls from
all contractors and subcontractors and. furnishing a copy of each pay-
roll to the HHFA Field Engineer. Ilowever, the owner may provide in
his agreement with his architect/engineer that the architect/engineer
will collect the payrolls and submit them to the owner.

Archirect/Engineer's Fee

The architect/engineer's fee should. cover all services necessary to
successful prosecution of the project, including eonsultation, super-
vision, travel, and other costs incident thereto. The basic fee should
not exceed that prevailing for comparable services in the project area.

If, because of the remoteness or complexity of the project, the appli-
cant'desires on-site inspection services supplemental to the supervision
to be furnishetl by the architect/engineer rvithin the basic fee, the cost
of this extra service is an allorvable project cost if approved by the
Regional Director. Other additional charges also may be approved by
the Regional Director as project cost when such charges:

(1) Do not duplicate a charge for services provided il the basic' 
fee within the normal scope of the architect/engineer's responsi-
bilities.

(2) Are a proper charge against the project cost.

(3) Are reasonable for the extra serYice to be rendered.

If the total fee is in excess of the prevailing rate because of special
services to be performed, these services shali be identified in the
&greement.

If the oltrner wishes to retain au architect/engineer at higher rates
than, or for services beyond those specifiecl above, the Regional Director
may approve the agreement provided that the owner supplies a written
staiement stipulating that the excess cost will be billed separately and.
paid from other than project funds.

Review

Upon receipt in the Regional Office, the architect/engineer agree-
meni shali be reviewed by the Engineering Staff. If the agreement is
acceptable, the owner shall be advised by letter. If it is not acceptable,
the owner shalt be requested to obtain amendment of the agreement to
conform to the foregoing criteria.

One copy of the agreement shall be kept in the Regional file and the

2 72/21/64



PRECONSTRUCTION ENGINEERING 2GI.I

other sent to the Field Fngineer. Pa;'ments under the agreement will
be made by the ovrner in accordance with the terms of tie agreement
and without further IIIIFA concumenee.

WAGE RATES 1

Determinqtionr by Secretory of lobor

under the Accelerqte^f -Puptig works, Area Redeveropment, colrege
rlousing, Non-Federal school construction, and. seniortitir.irr rrou"s-
pg Programs, the rates of pay for laborers'and mechanics must not be
less than the_ wages ?revailing -in the locality, as determinua ry tt u
secretary of r-.,abor. wage-rate determinatiom fo" these programs shall
be made in accordance lvith the procedures prescribea bejow.

contacts with the u.s. Department of Labor, other than for wage
determinations or redeterminatioas, shall be handled o"ty tt roofn
cTA:. rn addition, foltow--up action with respect by req-ueJted deter-
minations shall be made through CFA.

Procedure for Requesting Woge Determinotions

, Forty-five days prior t_o the anticipated date of advertising for bids
(srnee Department of Labor p-roeessing requires B0 days), thJRegional
office shall furnish a Requ,est-for Deteimiiation,Foriob-ri in*niuit
P)r. tq-the Solicitor of I-,ab_or, U.S. Departyent'of Labor, Wurhid6;;
D.c. 20250; no transmittal memorandum is required *iin u" o"iEi"ai
request.

Form DB-11 shall be -pr-epalgd in dup_licate by the Engineering
Braneh in aecordance with-the foilowing (irre applicant,s arch'itect/eu--
gineer should be requested to complete" or furni.n tnl-artu for (T),(8), and (9) below) :

(1) First line-Enter Regional Office Number.
(2) Date of Request-Self-explanatory.
(3) Name and ritle of Requesting officer-This should be the chief,

Engineering Branch.
(4) Estimated Value of Contract-Self-explanatory.
(5) Sipature-Signature of Chief, Engineering Branch.
(6) Department, Agency, or Bureau-IIHFA, CFA.
(7) Description of 'work-Describe the type of project and. show

wtrether the project is a building, heavy, high;ay, or other type
of construction. The description should be sufficiently detailed
to sup.p_ort the finding as to whether the work is heavy, highway,
or building construetion, or other type of constructioi. r ou..sl
sary, the description may be continued on a separate attachment.

(8) r-rocation-fnclude distance in miles and direction from the
nearest point of reference.

I Modiffcations of theso instructions witb. respect to trrealerel projscts are giveu itr S€ctior 6-g.2.

t2/21/u 3



20.I.I ENGINEERING PRECONSTRUCTION

(9) classiffcations-check o.-ll those classifications needed in per-
' ' formance of the work. Classifications needed but not printetl

on the form, shall be added on the blank spac-es or on a sep-arate

list attached to the form. classifications which can be fittetl into
those on the form or which are not generally recognized in the
area or in the construetion industry shall not be listed. It should
be noted that the Department of Labor does not list apprentice
rates on its determinations.

Each request for a determination shall be accompanied by any perti-
,.ot *ug.information which may !9 available, such as statement from
ih" SucrEta"ies of the Association-of General Contractors and the Builtl-
ing Trades council having jurisdictio-n. such information is not re-
qu-ired, however, in areas 

- 
where the wage patterns are clearly

established.

The copy of Form DB-1l shall be retained by the Engineering
Branch for follow-up Purposes.

Areo Delerminqlions

'whenever the wage patterns in a particular area for a particular
type of constructioi aie weII settled. and a. large _number of projects
iiiolriog that type of eonstruction are anticipate4, a request may !-e
made foi the issffince of a general wage determination for use on indi-
,ia"rt projects. When the i)hief, Englneering Branch, finds that such

u r..ru.lul ivase determination would be appropriate, application shall
[e-*aae by aitaching to Form DB-11, a Transmittal Sl'ip, Form H-28,
with the following notation:

,, This is a request for issuanee of a general wage determin^ation for
use on intlivihual contracts in the following area (specify area),
for (specify whether heavy, highway, building, or other applicable)
type'oi construction. In my opinion, the wage patterns_in-this area
ii,i tt . above type of consiruttion are well settled and the antici-
pated volume oi-work justifies issuance of such a determination."

lssuonce of Determinotions

The Department of Labor will provide _copies of the- determination for
the Regional Office. Three copiei shall be sent to the owner and one

copy sfraII be retained in the project folder. It should be noted that,
for"some areas, the Departmeni of Labor will issue area determinations
even though the request eovered only -a ,speeific project' {3'Se rates

are valid f"or 120 days from the date of the determination. If the con-

traet is not awarcletl prior to the expiration date, a nelY determination
must be obtained.

The Department of Labor may ameld wage rates after the deter-
mination iras been made. Amended determinations receivetl in the
Regional Offree not later than ten d-ays before the bid opening date

mu-st be incorporated in the proposed contract doctrment'

{ 12/21/64
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Stote Woge Delarminotions

'Where a State wage determination is required by State 1a'w, the
owner shall obtain from the State Department of I-.,abor a determination
of applicable wage rates and a copy shall be furnished the Regional
Office. These rates shall also be incorporated in the bid documents. In
case of any difference between the State determination and that of the
Secretary of Labor, the higher rate shalL prevail. Periods of vaiidity
vary betrveen States and redeterminations must be secured in accord.-
ance with State regulations.

Modiffcotions

AI1 actions modifying an original wage determinatiou prior to the
award of the contract shall be applicable, but modifications received
later than 10 days before the opening of bids shall not be effeetive. A
modifieation in no case shall continue in effect beyond the effective date
of the wage decision to whieh it relates.

Redeterminotions

If it appears that a wage determination may expire between the date
of bitl opening and date of award, a new wage determination shall be
requested sufficiently in ad.vance of the bid opening to assure reeeipt
prior to the date of bid opening. The redetermination shall be requested
on Form DB-1I lrith "REDETERMINATION" inserted at the top
of the Form. The form shall also show the decision number of the
original determination, the date of the deeision and the expiration date.

'When due to unavoidable circumstances, a determination expires
before arvard and after bid opening, a request for an extension of the
expiration date may be requested. Such requests shall be sent to CFA
and shall include:

(1) A copy of the original determination.

(2) A finding fully supporting the necessity and propriety of an
extension in the public interest to prevent injustiee or undue
hardship or to avoid serious impairment in the conduct of the
Government's business.

Apprentice Rotes

Department of Labor wage determinations state

(1) Before using apprentices on the job the contractor shall present
to the Contracting Officer written evidence of registration of
such employees in a p_rogram of a Stat_e fpprentilgship_and train-
ing agency approved and recognized by the U. S. Bureau of
Apprenticeship and Training. In the absence of such a State
agency, the contractor shall submit evid.ence of approval and.
registration by the U. S. Bureau of Apprenticeship and Training.

t2/21/64 5



2GI.I ENGINEERING PRECONSTRUCTION

(2) The contractor shali submit to the Contracting Officer written
evidence of the established apprentice-journeyman ratios and
wage rates in the project area, which will be the basis for estab-
lishing such ratios and rates for the project under the applicable
contract provisions.

The applicant shall be requested to furnish the Regional Office with
a copy of each of the above evidences. The evidence of registration,
if satisfactory, shall be so noted and placed in the project file. The
evidence of ratios and wage rates shall be furnished to the Field
Engineer for his use in checking contractor payrolls.

Supplementol Clossificotions

If the Department of I-,rabor wage d.ecision does not contain rates
for certain classifications requested, the rates of pay shall be established
as prescribed below.

Prior to Contract Award,. Rates of pay for laborers and mechanics
must not be less than the wage rates determined for the locality
under any applicable State law. The prevailing rates of pay shall
be those determined. by the applicant and eoncurred in by the Re-
gional Director. When State law requires the predetermination or
approval of prevailing minimum wage rates, evidence of the deter-
mination or approval shall be obtained by the applicant and furnished
to the Regional Director, and the State wage rate determinations
or prevailing rates, whichever are higher, shall be incorporated
iu the contract documents.

Signetl statements with respect to prevailing rates shall be
obtained, if possible, from the Seeretaries of the Association of Gen-
eral Contractors and the Building Trades Council having jurisdie-
tion, listing the classifications of Iabor to be empioyed and. the
prevailing minimum wage rates for each.

A list of prevailing wage rates is to be submitteil by the applieant,
in triplicate, for concurrence by the Regional Director. Upon
coucurrenee, one eopy shall be returned to the applicant for incor-
poration in the eontraet documents, and one copy attached to the re-
port to the Department of Labor (see below).

If all interested parties, including each affected employee where
there is no representative labor group, cannot reach agreement as to
the proper classification or reclassification, a memorandum giving
all particulars and the Region's recommendation shall be sent to CFA
for referral to the Department of Labor.

After Contract Aword,, After the contract has been awarded.,
the above procedures shall be followed, except that the rate shall be
recommended by the contractor and concuued in by the applicant
and the Regional Director. Such determinations shall be incorporated
in the contract by an appropriate Contract Change Ord,er.

6 r2/2t/U
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Eeport. Each supplemental elassification action taken pursuant to
the above procedures shali be reported to the Department of I-,rabor

on Form CFA-230-A, Report of Wage Rate Classifi,cation (Exhibit
E). The "effective date" shall be that of the determination issued by
the Department of Labor. A copy of the evidenee or approval of
State determinations or a list of prevailing rnages shall be attached
to Form CFA-230-A. A copy of Form CFA-230-A shall be placetl in
the project folder.

Advisory Opinions

'When eonstruction contracts were awarded prior to the filing of an
application for Ferleral assistance, the Department of I-rabor will
determine the rates in effect at the time the contraet was aetually
awarded. The Department of Labor refers to sueh determinations as
Advisory Opinions. These will be requested on Form DB-11. In the
bloek headecl "Description of 'Work" there should be enteretl the fol-
lo'lving notation: "Advisory Opinion reflecting rates as of 

-.-(insert date of contract award)."

Clericol Errors

Regional Offices shall report any wage determination which contains
elerical errors to the Department of Labor. Such reports shall be made
on Form H-28, Transmi,ttal Blip, which shall:

(1) Cite the error.

(2) Request correction.

(3) Transmit a Copy of the wage decision.

Porticipotion by Two Federot Agencies

fnasmueh as wage determinations from the Department of Labor are
required under both the College Housing antl Hill-Burton Programs,
the Department of Labor has agreed that either one but not both of the
Federal agencies should request wage determinations on hospital proj-
ects approved. eoncurrently and involving the same builtling.

In the case of sueh projects, the PIIS and HEFA Regional Offices
should consult and agree as to which agency will process the request.

If the wage rate determination is obtainetl by the PHS Regional
Office, it shall forward. four copies of the decision to the IIHFA Regional
Offree. If the d.etermination is obtained by the HIIFA Regional Offiee
it shall forward three eopies to the PIIS Regional Office.

'When such a request is made by the HI[FA Regional Office, it shall
uote on Form DB-11 or, if used, on a transmittal slip, that both ageneies
are involved. The Public Ileaith Service uses a eode symbol to identify
its program and this should be obtained from the PHS Regional Rep-
resentative. While the Department of Labor has agreed. to furnish
t2/21/64 7



additional copies of the determination for cases of dual application, the
notation "three additional copies required" will be enfered on the
request.

Even though PIIS may be furnishing the owner and the architect
with copies of the wage determination, the HHFA Regional Office shall
also transmit the usual copies.

The above proeedure pertains specifically to projeets jointly financed
by the College Housing and Hill-Burton programs; ho'wever, in any
other case in which a CFA projeet is assisted by any program of another
agency the Regional Director should endeavor to arrange for compa-
rable handling with the ffeld office of the other agency.

2GI.I ENGINEERING PRECONSIRUCTION

Public Fociliry loons Proiects

Rates of pay for laborers and mechanics must not be less than the
wages prevailing in the locality as determined by State law. In the
absence of State law, the rates of pay shall be approved by the Regional
Director. 'When State law requires the predetermination or approval
of prevailing minimum wage rates, evidence of the d.etermination or
approval shall be obtained from the olyner for the Regional Of6ce ffle,
and the State wage rate determinations incorporated in the contract
d.ocuments.

Information on which to base the Agency's approval of prevailing
'wage rates, in the absenee of State larv, shall be secured by the owner.
Signed statements shall be obtained, if possible, from the Secretaries
of the Association of General Contractors and the Building Trades
Couneil having jurisdiction, listing the classifications of labor to be
employed and the prevailing minimum rvage rates for each.

A list of the prevailing wage rates shall be submitted by the owner,
in quadruplieate, for the approval of the Regional Director. One ap-
proved eopy shall be returned. to the owner; one copy shall be sent to
the architect/engineer for ineorporation in the contract documents;
and one eopy placed in the project folder.

Changes or additions required in the approved schedule of wage
rates shall be handled in the same way as the original sched"ule.

TIQUIDATED DAMAGES

The owner shail be urged to include a liquidated damages provision in
its construction contract with a specific dollar amount of daily damage
to be assessed against the contractor for each calendar day beyond the
stipulated completion date.

The daily amount of damages should be a reasonable and adequate
amount based upon the circumstances and the estimatecl dollar cost of
the indiviclual contract, or the revenue-producing capacity of the
project.

8 r2/2t/54
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The liquidated damages provision provides the owner with a feasible
means of securing compensation for damages due to delay in comple-
tion. 'Without 

such a provision the proving of such d.amage is difficult
aud. usually entails court action.

Although the owner shall be urged to include a liquitlatecl d.amages
provision, the Regional Office shall not insist on its being included when
the owner objects.

PTAQUES AND TABIETSl

Regional Offices shall not encourage the erection of tablets and plaques
nor require mention of this Agency. ff an owner wishes to install a
marker and inquires about the wording to be used in acknowledging
Federal assistance, permission should be given to use the followin[:

"Constructed with Federal assistanee as authorizett by Title IV
of the Housing Act of 1950," (or for public facility loans projects,
"as authorized.by Title II of the Housing Amendments of1955,,;.

If the marker is to contain names of individuals, there may be atldetl
to the above the name of the Administrator, followed by Ad,ministrator,
United States Hozcsing and, Eome Finance Agencg.

CONSIRUCIION SIGNS 2

The owner is required. to erect a construction sign at the project site
identifying the project and indicating that the Government is-partici-
pating in the project. Form CFA-238 contains specifications for
construction signs.

PROJECT PHOTOGRAPHS

, Each applicant shall be instructed to submit two prints of each of
the following photographs to the Regional Office:

(1) Projects at time of their completion under the College Housing,
Federal and. Non-Federal Sehool Construction, and Senior Citl-
zen,s llousing Loans Programs and. projects involving buildings
and other structures under the Accelerated Public 'Works, Area
Redevelopment, aud Public Facility l,oans Programs.

(2) Photographs of projects not involving buildings and other struc-
tures under the Accelerated Publie Works, Area Red.evelop-
Tent, and Public Facilities Loans Programs are not required but
the Regional Office may request appropriate photografhs in the
case of unusual projects or where other circumstancei indicate
the desirability of a photograph.

It should be noted that while the applicant is requiretl to submit the
above photographs, the applicable Form CFA-238, General Cond,itions,

a .r'r"il;ltl8l;.on plaques end tablets for Non-tr'ederel School Construction Project8 are given

V 2lnstructiom on cotrstruction BiglB for Non-tr'ederal School Construction Projects are given
ia Sectiotr 5-2-2.

O 
12/2t/64 e

o



2&I.T ENGINEERING PRECONSTRUCTION

and Form CFA-238N, Supplemental, General, Conilition*, provide that
the applieant may require the contraetor to furnish project photographs.
The applicant, however, may use its own photographer or, if necessary,
&rrange for a commercial photographer to take the photographs.

Cost of photographs is an eligible project cost and should be inclutletl
in the line-item ''Adminhtrative Expense. ''
IDENTIFICAIION OF PHOTOGRAPHS

The following information shall be typed on a slip of paper attaehed
to the back of each photograph:

(L) Project number.
(2) Name of applicant.
(3) Name of building or other identification.
(4) Name of architect and/or contractor.
(5) Date taken.
(6) Any appropriate descriptive remarks, such as identifieation of

other buildings in picture and unusual features.

SUBMISSION BY APPI.ICANT

Prints shall be black and white, 8" x 10", medium weight, glossy
ffnish, and. unmounted. The pri:rts shall be submitted in a regular
photograph mailer marked "Photographs-Do Not Bend.." The photo-
graphs shall be furnished to the Regional Office within a reasonable
period following completion of the project.

REGIONAT PROCESSING

Photographs shall be examined in the Regional Office to assure that
each photograph is fully identified and that the submission is complete
and acceptable.

When the Regional Office is assurec[ that the submission is complete
and acceptable, one print shall be forwarded to CFA. Submission to
CFA shall be made in the same marlner as that prescribed above for
submission to the Regional Office and, where possible, the incoming
photograph mailer should be used. The second photograph shall be
placed in the project file; the Regional Office, however, may use this
copy temporarily to acquaint its employees with the project.
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EXHIBIT A
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EXHIBIT B

CERTTFtCATE 13 T0 pRo,rEcT 3lTE, nt0HT8-Or-WAY, Aio ElSEuEITg

PDJect t{o.

I, Attow at Ldr, reDres€ntlDg

colled thr ,oheri), certtty:
(hereln

l. ThBt I haro lDvertlsated and Ecertatned the locatlon ot the .1to or otte!, rlghts-of_raJ, ind aa€ocnta belng Drcvtded bJ tho Onel for the fscllttles ln tts Spllcatlon loiHeral ald. tdentltlod sbove to bs conat.ucted, bperoted ud oalntalned theleon.

2. fhat I hBve erutned the records ot omeashlp o! sald slte or altas, md the Omerbold. lee sr&pre tltle to the sard slte o! srtes, free sd crear of ail ilens md encm-breces.
or (lrdlcate $hlch ltm, or lf a conbtnatlon of Z 6d 3, ls certlfled)

3. Ttet I haye.erhlnod the records of omershlp o! sald slte or sltes, rights-of-rry,&d esenents, od the legal lntcrest(s) held thereln by lhe orner le 1are1 ae totlors:

4, ln ry ollnlor. the O*r€r hrs a sufflclent l.8al interest ln the sstd 61te or sltes,tlght8-of-rry, 6d esehents to perhlt tle constructlon of sucli faclltties theren and toDemlt the operatlon snd ffslntensnce of such f6cuJtles thersn durlDg the estlmateC llfe ofthe faclllty hJ the Orne. after the conpletlon of constructlon.

5. Reharks:

Appro./ed:

cfts205
( r-62)

IouslilG rtD Icrt tlflAncE rcEilct c0ItuxtTt TAcILITIES ADllNtlrirrton
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EXHIBIT C

CHECK LIST OF MOST FREQUENT ERRORS IN CONTRACT DOCUAAENTS *

(1) Does the contract show whether the eontractor is an individual
or partnership or corporation (by striking out inappropriate
words where Form CFA-238-F is used) ?

(2) Does the contraet form (CFA-238-F) have a brief and adequate
description of the project in the space provided, so that the
remaind.er of the contract documents can be incorporated. by
reference ?

(3) Is the contract amount the same as the contract award approved
by the Government?

(4) Are the name antl titles or positions of the persons signing
the contract printed or typeti under their signatures so that
they are legible?

(5) IIas the number of calentl.ar days to complete the project been
shown ? If so, does it agree with that shown in Form CFA-
238-8 ?

(6) Has a value of "Liquidateil Damages" been indicatedl
(7) Ilave all acldenda been included in the executed documents?
(8) Does the bond refer to the correct contract date?
(9) Is the brief project description the same on the bond as it is in

the contract?
(10) Is the bond dated. either on or after the date of the contract?
(11)

(72)

(13)

If the person signing the bond for the surety was not a resid.ent
of the State where the construction is to be accomplishetl, did a
resident agent countersign the bond?

Does the Power of Attorney, giving the person signing the bond
authority to do so, show that it was still in fuII force and effect
on the date the bond was signed? (If the Power of Attorney
bears same d.ate as the Bontl, this item is eertainly satisfled.)
Is the certificate of the officer of the surety company manually
signed rather than being a facsimile signature ?

Are all contract documents properly dated ?

Is the contractor's proposal included with the contract?
If contractor is a partnership, have aII partners signed the
bond?

(14)

(15)

(16)

* Noto to Omer : ?lease have your Attorney use this check list when checking oxmutatl
corh8ct ilocumenta.
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EXHIBIT D
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EXHIBIT E
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EXHIBIT E (Poge 2)
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Section 2. Conlrocl Documenls

'Ihe owner rvill submit to the Regional Of6ce, prior to inviting bitls,
one set of proposed contract documents, using Form CFA-238, Contruct
Docu,ments,

On schooi construction projects, the orvner rvill also send" one set to
the 0lfce of Eduoation representative.

REVIEW

The Engineering Staff rvill review the documents to determine:
(1) That the project as planned conforms to the approved project

and probably can be constructed within the approved eost
estimate.

(2) That the project has a usable life at least equal to the term of
the loan or, in the case of non-Federal schools, 20 years, and that
there are no apparent safety hazards.

(3) That the plans are within program criteria for eligible facilities;
that any ineligible features lrill be financed by olvner's funds
and written assurance thereof has been furnished. by the owner.

(4) That the Form CFA-238 series has been used, and that any
amendments or additions thereto or substitutions therein are
acceptable.

(5) That the contract documents are complete and permit com-
petitive bidding among contractors; and that proper provisions
are made for deductive alternates.

(6) Tlrat Form CFA-204, Architect/Engineer's Cert'ifi'cate, ar.d.
Form CFA-205, Certifi,cate as to Project Si,te,have been obtained
and are satisfactory.

(7) On school construetion projects, that approval of edueational
features by the Offrce of Education has been obtained.

Form CFA-240, Reuiew of Proposecl Contract Doutvnents (Exhibit
A), r'vili be prepared manually, in an original only, to record the review
findings.

Deductive Altornsl€t

To assure that bids will be obtained within the funds available,
deductive alternates should. be included.

To avoid controversy in the award of bids, and for strict conformity
with the policy of competitive bidding, cleductive alternates should
be (1) listed in the order in which they rvill be taken and (2) taken
only to the extent to which they are needed. to reach the amount bud"g-
eted for construction with a reasonable amount remaining for con-
struction contingencies. However, if there are sound reasons for the
acceptance of cleductive alternates out of the order listed in the bid
documents or for taking alternates beyond those necessary to reach an
amount which will provid.e a reasonable construction contingency,l the
Regional Director may approve such deviations if :

(1) The status of the low bidder is not affected.
lNot ,Bpfi"rtle to nou-tr'€dersl schools (see "Overruns" below).

4/23/53 I
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(2) The reason for the approval of the variance is documented in
the flle.

Neither ded.uctive alternates rvhich change the scope of a projeet nor
adclitive aiternates of any nature may be included in the bidding
documents for college housing and public facility loans projects.
Additive alternates which increase scope may be includecl in school
construction projects when the Office of Ed.ucation specifically author-
izes such alternates.

Advice lo Owner

The Regional Director shall advise the olvnel by letter of the approval
of the proposed contract documents, including any qualifying condi-
tions. To make clear the purpose of the revierv, the letter should include
the foilowing paragraph:

HHFA approval of the project contract d"ocuments attests only to
the fact that the d.ocuments are considered satisfactory with reference
to the requirements of the agreement between the Or,vner and this
Agency. Such approval does not imply responsibility for nor attest
to the accuracy of details or dimensions, proper selection of materials,
or compliance with applicable codes or ordi:rances.

A copy of the letter shall be sent to the Fielcl Engineer and the owner's
architect/enginecr. On school construction projects, a copy shall also be
sent to the Office of Education representative.

The project land description and one copy of the plat submitted for
college housing projects shall be placed in the project frIe. A copy of the
plat shall be furnishecl to tiie Field Engineer.

BIDDING

Construction contracts shall be a'ivarded through open, competitive
biclding obtained through advertising. This method. is usually required
of public agencies and State colleges by State and local law. How-
ever, the o\vrer may wish to obtain combined bids for the program
project and some other worh (see belorv), and some private colleges
may rvish to obtain bids by invitation. (See Chapter 2-5 fot proceduies
covering bidcling by invitation.)

After the opening of bitls, it is not permissible to negotiate with the
lorv bidder or othcr biddcrs orr changes in pians or specifications in
order to reduee the cost to corne within the funds available.

Combined Bids 1

An oviner may undertake construction of a Federally-financed proj-
ect at the same time as one which is privately financed. fn such cases,
the total cost may be reduced by an alarcl of one contraet covering
both jobs.

fn ord.er to determine the construction cost of the Federally-financed
project, the following proced.ure lvill be follo'wed:

(1) All contractors will be required to submit their bids with three
alternates. The first will cover the Fetlerally-financed project;

- 
'ltot uppti"uble to the School Coustruction ?rogram.
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second $,ill cover the privately-financecl project: and the
third rvill cover the trvo in cornbination. The third alternate
must include an allocation of the total bid between the two
projects.

(2) The invitation lvill provide tliat the olrrrer may arvard scparatc
contracts or a combined contract clepc,nding on 'rvhichevt,r alr,ar.cl
procluces the lorvest total cost.

(3) If a combinerl contract is arvarded, the lorv price indicated on
the Federally-financed project in any of the combirrccl or sepa-
rate bids received u'ill establish its eost for the purposes of thc
Fetleral participation.

BID OPENINGS

The Field Engineer rvill attend the bicl opening orrly wlien specifically
..-. directed to do so by the Regional Director bccause some unllsual corr-

I dition requi.n. ..r.li attendaice to protect the Federal interest.

CONCURRENCE IN AWARDS

o,,x,1:tJlui"il;:*::",:ffls.1 ?lx*l:0")l#ilJ:il i:lJ*[:y";T,t]*:1
rvill be furnished:

O t" 
.o*:r;"lln.:,t,il"?,1ult"lJoii:",1Ti,"',iotd'ertisem'ut 

ror bicls

(2) Ol9 certifiecl or signecl copy of the tabulation of bids received,
with a covering letter rvhich elearly sets forth the names of the
contractor(s) to rvhom arvard is proposed. the base bid(s), the
alternates to be taken by number ard arrrrmnt, atrd the tesultatrt
total(s) of the proposed awards.

(3) A certified or conformed eopy of the proposal or bid fornr of
the bidder to lvhom the arvald is proposed to be made.

(4) If the proposed contract arvards ale in an arnount exceeding the
approved estimated construction cost, satisfactory evidence that
the additional funds required are or u'ill be clepositecl in the
construction account.

(5) If any proposed contract arvard is irot based on the lo.itest bid
received, an explanation of the basis for considering rejection
of the low bid and a justification for arvar<l to other than the
Iow bidder.

_ The Engineering. Staff rvill review the bid tabulation and supporting
rlata to determine if the proposed arvards can be concurred in by the
Regional Director. Form CFA-241 , Concurrcnce ,in Award, ancl Er-
ecuted Contract (Exhibit B), will be used for this purpose.

oTHrR (OR EXCESS) SERVTCE FACTUTTES-OVERRUNS AND UNDERRUNS

The College Housing Program statute imposes a sublimitation on
that portion of a loan represented by Exeess Service Facilities as

12/19/52 3
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defined in Section 2-l-2, page 2. Under the CoIIege Ilousing I'rogram,
if concurrence in the alvard. of the construction contract for the project
would, without a change in the over-all amount of the loan commitment,
cause an oyerrun of the amount provided for other (or excess) service
l'acilities, such concurrence must be rvithheld until an additional reser-
vation therefor is obtained from CFA and a revised project summary
is issued as provided in Section 2-4, page 1, item (1) (e).

It should be further noted that in the eyent of an underrurr in the
amount allocated for other (or excess) service facilities, without any
change in the over-all amount of the loan commitment, a revised project
surlmary is to be submitted, but concumence in the construction con-
tract arvard need not be withheld pending this latter action.

Overruns

Where the reviewer fnds that the total amount of the proposed.
arvards rvould. oyerrun the amount budgeted for construction, or rvould
leave an insufficient construction contingency amount, the matter rvill
be taken up rvith the Assistant to the Regional Director.

Where necessary, tlie budgeted amount for construction may be
augmented by transfers frorn other line-items where this may be done
safely. Where the overmn orr a non-Fed.eral school project does not
Ieave sufficicnt funds available for construction contingencies, con-
cllrrence may bc given rvhen the ou,ner provides rvritten assurance
that it rvill provide any funtls needed for subsequent changes.

Where the overrun on a loan project cannot be met by adjustrnents
between line-items, concuruence rvill be given only after completion of
action to provide additional funds in accordance rvith Section 2l-2-2
(see "Revision of Estimated Total Project Costs"). For school proj-
ects, the instructions in Section 5-2-2 or 5-3-2 rvill govern.

Concurrence by Regionol Director

The Regional Director may concur in the award rvhen:
(1) The contractor pr:oposed for au,ard is not disqualified for arvard

or subject to any restrictions with respect thereto.
(2) Arvard is to be madc to the lorvest responsible bidder.
(3) Advcrtising as required \\'as performed.

(4) There are no irregularities in the award (see belorv).

(5) The total amounts of awarcls docs not exceed the funds budgeted
for construction after completion of action required to provide
any additional funds required, as prescribed above.

(6) The preliminary approving opinion of Bond Counsel has beerr
received.t

(7) Ability to provicle interim financing is demonstrated or if tht:
bonds have been sold.l

1 This item does not apply to school construction projects.
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(8) The loan agreement has been executed.l

When there is a change in fi:rancing methods, the letter to the owner
seneurring in the award shall be routed. through the Finance Branch for
re][.rew.

Proeedural irregularities may be waived by the Regional Director
when they do not conflict with statutory requirements or the require-
ment for open competitive bidtling and award. to the Iowest responsible
bitltler.

Notice lo Owner

The Regional Director shali advise the owner by letter of HHFA con-
currence in the award. This letter should indicate any cond.itions
under which the concurrence is given, and:

(1) If there are overruns or underruns from the approved. cost esti-
mate, advise the owner that a revised Project Summary, show-
ing the new cost estimate will be issued.,_and.-request the owner's
concurrence in the withdrawal of funds when necessary. (See
below.)

(2) CalI attention to the insurance requirements for the project and
advise the owner that evidence of the required. coverages should
be available for review by the Field Engineer at the precon-
struction conference.

(3) Request the owner to send two sets of the executed contract docu-
ments to the Regional Office.

(4) Identify the Field Engineer to whom the project has been as-
signed and advise that he will request the owner to arrange a
preconstruction conference with representatives of the owner,
the architect/engineer, and. the contractors, at which the Fieltl
Engineer will discuss the procedures to be followed during
the construction period.

A copy of the letter shall be sent in all cases to the Field
Engineer. For a School Construction project, a copy shall also
be sent to the local representative of the Office of Education.

EXECUTED CONTRACT DOCUMENTS

Noriftcotion lo Bureou of lhe Census

At the time the Regionai Office receives the executed contract docu-
ments, for a construction contract of $25,000 or more, covering con-
struction of a housing facility for married faculty or marietl stud.ents
und.er the College Housing Program, or for the construction of a non-
Federal school, the Regional Office shall submit Form 16-19, Construc-
t,ion Contract Award, Notifi,coti,on, to the Bureau of the Census.

A report shall also be made at the close of each month in which no
such award was made. Item 1 of Form 16-19 sha1l be completed, the

1 This itern does not apply to school construction projects.
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word. "None" entered in Item 2, an.d, "Nou-tr'ederal projects (School
Construction antl College Elousing Program) " und.er "Iiemarks."

Review

The orvner is required to furnish two sets of executetl contract docu-
ments to the Regional Office. The Engineering Branch shall review the
executed contract d.ocuments to assure: (a) that any requiretl revisions
to the bid documents have been made, (b) that the eontracts are executed
by the bidders and in the amounts specified in the letter concurring in
the award, and (c) that the sureties have been approved by and are
within Treasury Department limitations.

After review by the Engineering Branch, the contract documents shall
be revie'rved by the Legal Division to determine that:

(L) Powers of attorney covering execution of the bonds are adequate
and have not expired prior to the date of execution.

(2) Al1 contract instruments are properly executed and valid under
applicable local aud State laws.

Form CFA-241, Concurrence in Award and Erecuted, Contract, shall
be used to doeument the revie'lv.

Notice lo Owner

The Regional Director shall advise the applicant that the contract
documents are satisfactory or that there are specified objections to
them. A set of the exeeuted documents in their final form, including
pians, ancl a copy of any letter relating to them shall be sent to the Field
Dngineer. tr'or school construction projects, a copy of any pertinent
letter shall also be sent to the local representative of the Office of Eduea-
tion. For programs which provide for a fixed fee for Government fieltl
expense, a copy of the letter shall be sent to the Administrative Division.

Revised Proiect Estimote

Following the award of the construction contracts, the Engineering
Braneh shall compare the construction cost with the approvetl estimate
as shown on the Project Summary. If an underrun exists, the Engineer-
ing Branch shall:

(1) Ascertain what Federal funcls can be recovered or placed in the
project contingency. If transfer of the underrun to project
contingeney will result in the project contingency substantially
exceed.ing the original estimate, the owner shall be contacted
to permit recovery of the excess.l

( 2 ) Redetermine, if ineligibie costs are includ.ed, the costs and. pro-
rate the und.errun between eiigible and ineligible costs.

This revised cost estimate should provide for a construction con-
tingency allorvance to inclucle the budgeted amount for contracts not

, R*ry of funds for school construction projects is covereil in Section 5-2"2.

5 12/17/63



PRECONSTRUCTlON 20-I.2 ENGINEERING

yet awarded plus an amount not to exceed 5 percent of the total amount
for contraets awarded. and not awarded. The estimate for other items
should be rechecked. to ascertain that the project will be completetl
within the funtls provided.

Any change in the approved cost estimate resultiag from the award
of construetion contracts will be reflected in a revised Project Sum-
mary showing the new cost estimates. In the case of school construc-
tion projects, these revisions may be issued. by the Regional Office when
the Region is authorized to approve the change in cost estimates as
provided in Section 5-2-2. In all other instances, such changes for
school construction projects will be referred. to CFA for preparation
of the revised. Project Summary.

7t2/17/53
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The iiquiclatecl damages provision provides the owner with a feasible
neans of securing compeniation for damages due to delay in comple-
tion. without such a provision the proving of such damage is tliffrcult
and usually entails court action.

Although the o$,ner shall be urgecl to include a liquidatecl 
-damages

provision, the Regional offlce shall not insist on its being includecl when
the orvner objects.

PTAQUES AND TABI.ETS 1

Regioiral Olfices shall not elrcourag'e thc erection of tablets and plaques
nor require mention of this Ageney. If an orvner rvishes to install a
marker ancl inquiles about the wording to be used in acknolvledging
Fecleral assistanee, permission should be given to use the following:

" Constructecl t'ith Fecleral assistance as authorized by Title I\r
of the Housing Act of 1950," (or for public faci)ity loans project"s,

"as authorized. by Title II of the ITousing Amenclinents of 7955").

If the marker is to contain names of iirclivitluals, there may be addecl
to the above the name of the Aclministrator, foliorvecl by A.cln'dttistrator,
Unitetl States Ilousing anil flom'e F'tnance Agettcy.

CONSTRUCTION SIGNS:

The orvner is required. to erect a construction sign at the projeet site
identifying the project and indicating that thc Government is partici-
pating- in' thc pr:oject. Form CFA-238 colrtains specifications for
constr:uction sigrts.

PROJECT PHOIOGRAPHS

Each applicant shall be instntctecl tti subrnit trvo 1rl:iuls 'of each of
the follor,ving photographs to the Regional Oftice:

(1) I'r'ojccts at tirne of their completion urrcler the College l{ousing.
I'eder:al and Non-Fecleral School Construction, antl Senior Citi-
zens Ifousing I=loans Programs ancl projects involving buildings
and other: structures uncler the Accelerated Public -Wor:ks, Area
Reclevelopmertt, ancl Publie Facility Loalls Programs.

(2) Photographs of projects not inr.olving builcliirgs ancl other struc-
tures urrrler the Acceleratect Public Works, Area Reclevelop-
ment, ancl Pubiic Facilities I:oans Programs are not requiretl but
the Regionat Office may request appropriate photographs in thc
case of unusual projects or where other circumstances indieate
thc tlesirability of a photograp}.

It should be notetl that rvhile the applicant is requireil to submit the
above photographs, the applicable Form CFA-238, General Cond,i,tions,

llnstructions on plaques and tablets for Non-l'ecleral School Oonstruction Projects are given
in Section 5-2-2.

" f".t.uciio"s on coirstruction sigus for Non-Federal School Construction Projects are givcn
itr Section 5-2-2.

77/10/54 9



and Form CFA-238N, Supplemental General Condit,ions, provide that

rf.'I#ii#*rflr"T"'I"',:L-I,. ;$T:"j$',"';#IJil,'il"J:1 i1:,1',.-#5#; o
arrange for a commercial photographer to take the photographs.

,"?f:i,x1l|"'*"gx5*,#Jil;li?,H:rr.1,'#ct 
cost and shourd be incrudetr O

2GI.I ENGINEERING PRECONSTR,UCTION

IDENTIFICAT'ON OF PHOTOGRAPHS

The fol]owing information shall be typed on a slip of paper attached
to the back of each photograph:

(1) Project number.
(2) Name of applicant.
(3) Name of building or other identification.
(4) Name of architect atd./or contractor.
(5) Date taken.
(6) Any lppropriate descriptive remarks, such as identification of

other builclings in picture and unusual features.

SUBMISSION BY APPIICANT

Prints shall be black and white, 8" x 10", medium weight, glossy
finish, and unmounted. The prints sha1l be'submitted in"a 'r6!ulai
photograph mailer marked "Photographs-Do Not Bend.,, The ploto-
graphs shall be furnishecl to the Regional Office .lvithin a reas6nable
periocl following completion of the project.

REGIONAT PROCESSING

Photographs shall be examirred in the Regional Office to assure that
each photograph is fully iclentified and that the submission is complete
and acceptable.

When the_ Regional Office is assured that the submission is complete
and acceptable, one print shall be forrvarded to CFA. Submission to
CFA shall be made in the same manner as that prescribed above for
submissiou to the Regiolal Office and, where poisible, the incoming
photograph_ mailer should be usecl. The second photograph shail bi
placed in the project file; the Regional Office, however, may use this
copy temporarily to acquairrt its employees with the project.

l0 tt/to/64
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PRECONSTRUCTION ENGINEERING 2O.I-2

EXHIBIT A

PRO'Mt NIEN

"69Hir'Nfi 
S{'o"',9S'*[T6il,"n",Sr9SS*

REVIEW OF PBOPOSED COI{TRACT DOCI'MENTS

YES NO

1. ., D@s ths prcject s plsnned cotrlom t the 8lprcved Drcj@t?' '-'---- --- ''-'U,.L"" f*iUtt"i nlilmuB (Sch@ls)? E@nomlsl (Lan Progrom!)-?-

c. -Are att leature eligible except tltoso Drdiously c8reed to 8E ineliaible? ----- - ---.' "-'

2. Is it probsble ttrst t}le plaDed proj@t will have r usble llte 8t lest equsl t' the tPm of

the loan (or, for school proj@tF, et lcut 20 yero) ?'- '."- '- '"

3. D@r it spDesr th8t PrcJect 88 plgnned Bn be bullt fllthln tho spproled e8timt4?.- '- - '

4. Are Senetal sslety stsDdsds met?'-.--------'--'-

5. a. D@ contret@nt8in completiontlme?-'--""'-"-----'-'-----
b. Io the completion time r4listic?''----
c. Is provi8ion rude for liquidst€d damages?.'.'-'- -".''-'-

6. Are d€ductive altemata :

s. Clearlyststcd
b, Li8t€d in sequetrce in which they sre to be taken?---- '
c. Withinthescopeof the8pproved prcjet?--.-----"

?, Arethepl.Esndspecificationsadequst toPermltcompetitlvebiddiDg?'--"-'- ---- ''" -'

8. Do the d@umeDt! include the msndatory provisions?-'-" -'--- -

9. Are.llof therequiredbiddingdeumeatsincluded intheploposed contletdeuments?."'

The lolloMrs hsve ben reeived md are stisfactory:
o. Architect/EngiDeft

Form CFb. Certiicate s ta Project Site,
c. Archit4t/EnSineer'r ContEct
d. Wagp Rst€s-,------

I! adequat! prcvlsion made for insurarce covenSie?---'-' ---"''"--

Here all nrcessry apprcvals (othertisn IIHFA) beD obtained

Ilallowance8selncludeilwillthesllowedmsterlrlgbepr@uredonacompetitivebssis?.

Concurrence is lrcommended lubjet to:

Certiflcstr, Fom CFA'204.. '.'..-

614 ,!dnd{ !d

tPl-tl{ia.ar-lrr-rm
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20.7.2 ENGINEERING

EXHIBIT B

PRECONSTRUCTION

XOUSINC ATD NO[E FIffANCE ACENCY

@T!UNITY'ACILITIES ADMINIsTNATION

CONCURREI,ICE III AWARD ANO EXEA',TEO CONTRACY

I. AAARDS PROPOSED BY OWNER

wDrk Nadr of Bidd.r Coriilct

Chcc& Phcth.! ProFs.d Aeild
16 Sstisfsctry

Y!. V^

(6) t:] rt
(b) E 1--l

(c) C fi
(d) fl n

n T-t

Toltl $

Total conslruction conmitmntr incluCins ch.ngc odc6 .Ed &ir aF.!C ..,..,......,.....

Av.iln!le f!nds not

l. ls lrop6ed aw:rd to icFest biddor?
l( "'f,o" ls thc oqner's iustification f.r r.1 .Fording to thc l.:wca: biddcr eecDtabl.?

2. ls lte srcccsshl bidd€(s) disqHlifild cr €skideC?
3. lVBi pi@[.[ adeedii:.g slbftitt.]?
4. Are lhce nny ircgrlariti!s re8rrl.d by ,es:.wcr B uiecpta'olc?

lf ti.€ sr. ircgulaliti€s, csi lhcy b. riived?
5. Dccs plopseJ aPard leqlrira ltrcle.leIc Cmsh.tloa Nt €tioeta?

lbir! proJrct aost csti!ra:e?

6. Are rdiitioicl fuids trrcdcd?

Evidcncc sl.Fs oFtJricst can (rml3h fuds,
Artr,i,cet h13 aBrctrd to p;ovlde sddtrlMal funCr,
lieersc ia !.c,l.ral prdlilpstl6 b lcquilcd,

7. toicuread i! L\e .rrlil is rcc@cnCcC sul,lEt to:

Rde EqkG

cN.L Eatune.9ll

tt/13/63
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EXHIBIT B Poge 2)

N. EXECUTED CONTRACT DOCUMENTS

l. Hs .pplicant complied Fith coadiuonr uodcr shich HHFA cficercd in the proFsed cof,tractdEumnts end award?

NO

2. llav. the contlects be6 Gntcred into tn tho sDqlts 6nd eiti thr blddcB fo! which mtFAcdccilonco e.a givcn?

3. Ac sulcties .pplovcd by ud *ithlo Tresuy Departmnt ll6ltru6s?

Rcview Engloer Chiel Ensineling Sbff

Datc Dat.

t Arc tho r.p.rs of Ettd*y cecriog.rccution of thc i*tru@nts adGqute ud in.If6t q ti€date o( €r*utlon?

YES NO

2. AE th! stract hstMenE cqeuy .reubd?

Dete: Rcvic, Attdey

f lr/@



ENGINEERING 2O-2.I

CHAPTER 2. CONSTRUCTION

Section l. Proiect Conslruclion

PRECONSTRUCTION CONFERENCE

Prior to the start of construction, the Field Engineer shall meet rvith
the o'ivner, architect/engineer, and contractor to discuss CFA require-
ments and furnish tlie owner Form CFA-239, Constt't(ctilll. The ma-
terial in Form CFA-239 rnust be discussed during the conference.
Particular attention should be given to the contract change procedur:e
so that it is clearly uuderstood that any rvork undertaken as a rc.sult
of a contract change is at the olvner's risk until HHFA concurrencLl
has been obtained. Other prescribed CFA forms sliould be discussed
and samples furnished.

The Field Engineer shall secure agreement as to the ltrobable starting
date of construction, and shali determine, in general ter.ms, the con-
struction schedule for the project as a rvhole and for r:ach contr.actor.,
in terms of the stages used to establish frequency of iiispection (see
Section 20-2-2). He aiso shall take notes of anything thicir rvill heip
him to appraise the prospects for prompt and efficient construction
and effective superyision hy the contractors, the alchilect/engineer:, and
the orvner, for use in developing his proposed inspectiotr plan.

Preconstruction Conference Report

.-. The Field Engineer sha1l use Forui CFA-200\. Precortstruction Con-

t';;:;::"ffJf{fu$iJ;i,'l'!j}i,,l"rffj'.";: o" the co'trrerence a,* to

Item 7, Inspection Plan, contaiirs a bar diliclecl into blocks for
24 months. Duration of construction shall be indicated b1' dral'ing a
line from the anticipated startilg date thlougl'r thc, constructiorr yteliodl
provided in the contract. On the ncxt line, the proposecl ir-spections
shall be shorrn by entering tlie code letter for tlte g'ir-en r:oltstluction
stage (see Section 20-2-2) under the montli in rvhich it is arrticipateil
that the inspection l'ill be made. If the Field Eng'ineer belieles that
more than one inspection l,ill be needed during a gilen stnge, he shall
repeat the code letter for that stage for each proposr-.d inspecrion. Rc'lou'
the bar, the stages shall be identified by brief captions, using the tc,r'ms
in Section 20-2-2 then applicable, or similar terms. tlncler Item 8
" Comments, " the Field Engirieer shall justifl' any pl'oposirl frrr. molt,
inspections tlian the norm establishecl in Section 20-2-2 and cornriient
on any matter of special interest arising out of the corrferencr:.

The Field Engineer shoulcl endeavor to ielate the proposed inspec-
tions to those already scheiluied for other projects. so that noecl for
single inspection trips rrill be minimizecl. If more inspections than
6/2s/65 r



20-2.1 ENGINEERING CONSTRUCTION

tl.re norm given above appear necessary, he shall so recommend and.
give his reasons.

The plan is not intended to be specific as to clates on rvhich inspections
rvill be rnacle. Rather, it is intendecl only to reflect tlie number of
inspections rvhich the Field Engineer believes rlecessary, and the ap-
proximate periods cluring rvhich the statecl construction stages u,il1 be
reachecl. An amended pian neecl not be submittecl to leflect ehanges
in anticipated construction progress or tl're timing of inspections.

Form Ctr'A-200A shall be prepared in cluplicate, prefelirbly by use of
ballpoint pen. The original ancl one copy shall be sent to the Heail,
Construction lfrriragc,tient Section. Aftel lelieri, by the C]rief, Itrngineer-
ing Branch, the Section }Ieacl shall return the original to the Field
Engineer, rvith aclvice of approval anil of any modifications.

If problems arise during the conference l,hich require further action
or lvhich shoulcl be linol'n to the Regional Offrce, the I'iekl Engineer
sha.ll rcport them by meurolandum to the Head, Construction Manage-
ment Section.

PROJECT CONSIRUCTION SCHEDUTE AND PROGRESS CHART

The orvner shall be asl<r:cl to have the architectr/engineer revierv ancl
approve the construetion schedule anrl progress chart preparecl by the
contractor.

No form is prescribed for such scherhrles anrl charts, nor rvill a copy
be required for IIHFA.

SCHEDUI.E OF AMOUNTS FOR CONTRACT PAYMENTS

The orrner shall be aslied to obtain frour each plime contractor, and
liet,p in his files, a schedule of amounts fol contract payments to be
usccl as a basis for computing perioclic pa),ments. The schedule for
each prime contract shall cover all subeontracts under it. The schcdule
mnst be signecl by the contractor, the architect,/engineer, and the o\vner.

'lhe ol,ner shall plovirle applor-ecl co1-ries as folIol,s ; olle copy to thc
eorrtrar,tor, on0 copy to the alchitect.l'engineer, aird trvo copies to the
Ficld }Drrginper. The Fie1c1 Engineel shall retain one copy anrl shall
foru'ard thr: othel ropl'to the Regional Office.

The Rogional Office copy shall be furnishecl to the Head, Project
Planning aircl Rcvierv Section, as a basis for computirrg the insurable
value (sec Section 20-2-2). Form CFA-207-A, Sclteclulc of Anrotutts
f or Contract Poyments, may be usecl for this purpose.

DISBURSEIVIENTS TROM THE CONSTRUCTION ACCOUNT

Page 1 of tlie Project Summa.ry contains the approved eost estimate
for the project. The orvner shall be reminded that it is responsible for
keeping costs within the indiviilual line items in the cost estimate, and
that no line item may be exeeeded r,vithout prior HHFA concurrence.
Like'rvise, amounts may not he transferrecl betrveen line items, including
2 6/25/55



coNsrnucTtoN ENGINEERING 2G2.I

in and out of the project contingency item, without prior HHFA con-
currence.

The Field Engineer should r:emind the owner that establishment of
a construction account is required and that the owner may make dis-
bursements from the construction account for the purposes and within
the amounts stated for eaeh line item in the latest approved cost esti-
mate without prior HHFA concurrence except in the following
instances:

(1) Specific expenditures for land. and rights-of-wayr may be made
without prior HEIFA concurrence only (a) when the land or
right-of-way to be aequired is included within the scope of the
project, (b) after a description of the property to be acquiretl
has been furnished the Regional Office, and (c) when the total
amount remaining in the line item for land and rights-of-way
wiII be sufficient to defray the costs of aII other such acquisitions
for the project. If these conditions are not met, the expentli-
ture must be concurred in by the Field Engineer before it is
made. Usually in such cases, it will be necessary for the Field
Engineer to consult the Regional Office before giving his con-
currence.

(2) Proposed expenditures for Legal and Administrative Expenses
must be submitted by the owner to the Field Engineer. The
Field Engineer may approve:
(a) Administrative cost items not to exceed. $500 per item,

including cost of bond sale ad.vertising, mortgage record.ing
costs, and bond printing costs; and

(b) Cost of fnternal Revenue stamps, subject to written state-
ment as to neecl by the borrower. The Fieltl Engineer shall
forward such statement, with a copy of his approval, to the
Regional Office, for use in preparing the bond transcript
documents (see Section 2l-3-2).

The Fieltt Engineer shall refer, rvith his comments, all adminis-
trative items exceeding $500 antl all proposed. expenditures for
legal expenses to the Regional Office.

After obtaining the advice of the Regional Counsel on legal fees,
and that of the other appropriate staff members on aclminis-
trative expenses, the Regional Director shall determine whether
the proposed expenditure is a proper project charge, and
whether the amount is reasonable with respeet to the services per-
formed and rvithin the budgeted line item. In checking the
budgeted amount, it also should be determined whether payment
will leave a balance suffrcient to cover other known services in
this category as yet unperformed or unbilled.
If the Regional Director has no objection to the expentliture, he
shall return the papers directly to the borrower with advice of
approval. If he finds the charge excessive or otherwise unap-
provable, he shall be responsible for so advising the owner ancl
lor resolving the matter. The Fieltl Engineer shall be advised
of items on which questions have been raised..

(3) Payments for charges not included in !h9 architect/engineer
agreement, such as borings, surveys, or laboratory tests, must
be concurred in by the Field Engineer.

- t f*f ."a rights-of-rra1' naJ' not le pulchrsed under the School Oonstluction I'rogr&m.
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262.1 ENGINEERTNG CONSTRUCTION

(4) Final payments under construction contracts must be concurred.
in by the Fieltl Engineer before they are made (see below).

The owner shall reqqest changes in the line items of the approved cost
estimate by letter to ihe Field Engineer. The Fietd n"gi"r'ei shalr sub.
Tit the.request, with his recommendations, to the Regional Office. If
the_ Regional office concurs, a revised project summary shall be issued.
Sub-items und.er the construction line i1em, however, aie for guide pur-
poses only and are not considered. line items for purposes 

-oi 
Uuhget

control. Such sub-items shall be controlled by approval of contract
changes or award of additional contracts.

The Field Engineer may permit the owuer to acc,umulate minor
changes aud cover them in a single Cantract Ch,ange Oriler.

_ Requests for payment shall be made on Form CFA-208, Period,ic
Estimate f or Partial Payment, or the contractor,s invoice if it provides
similar information and includes a eerrtification equal in effecf to that
contained in Form cFA-208. The applieant is requiretl to furnish one
ropy of Form CFA-208, or of the contraetor's invoice, to the Field
Engineer.

Thc Field Engineer"s copy is for informational purposes in connectiou
u'ith suelr sp1 i6ps ns-

(1) Computing insurable value;
(2) Processing of change orders requesting extensions of time;
(3) Following up on outstancling payroll copies;
(4) Evahiating construction progress; and
(5) Scheduling inspection visits.
The Field Engineer shall not concur in perioclic payrnents made to

contractors. I{owever, the owner shalL be instructed not to make final
payment uuder any construction contr.act until after he has submitted
the contractor's Form CFA-208, or other invoice, to the Field Engineer
ancl the Field Engineer has concurued as provided below.

Finol Poyment lo Conlrdctor

The Field Engineer shall not concur: in the final payment to a con-
tractor until he has d.etermined that:

(1) Contract work has been satisfactorily eompleted;
(2) IIe has received. all copies of all payrolls;
(3) There.is no indication of any unsettled violation of contract

provisions; and
(a) He has no other reason to object to the final payment.
The Field Engineer will not be concernetl with the fnal accuracy of

the amount shown on the request for payment, sinee this will be cheeketl
during the final project audit. IIe should make it clear to the olvner
that his concurrence is not a certification as to the propriety of the
paJrment, but is only ad.vice that the Agency has no objection to the
payment being made.

APPROVAT OF SUBCONIRACTORS

The owner shall be instructed to furnish the Field Engineer the name
of each proposed subcontractor in order to ascertain whether he has
been disqualiffed under existing laws or regulations from participatioa
in Federally-aided projects. (See Chapter 2-2, Volume IY.)
4 7/8/64
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CONSTRUCIION ENGINEERING 20-2.2

Seclion 2. Proiect lnspeclion

The purposes to be served by the perioclic on-site ploject inspectiort
by the llield Engineer are:

(1) To assure that the scope of the project being built is the samc
as that provided for in the approved project. This assurance
shall be based on direct observatiorr antl the gcneral relation o[
the rrork being done eompared to the approved. project tlescrip-
tion, plans, antl speeifications, and, in the ease of non-Federal
school projects, rvith the assurances given by the local educa-
tional agency.

(2) To determine that the owner, through its architect/engineer, is
providing adequate inspection ancl supervision to assure that the
project is being construetecl in conformity rvith the approvcd
plans, specifications, and contract ilocuments. fn observing the
rvork done and in proEress during his on-site visits, he shall
evaluate the adequacy of the inspection and supervision bcing
provided by the orvner and his representatives, rather than to
substitute the Government's inspeetion for that of the owner.
The Field Engineer, in determining the quality of inspection
being provided by the owner, shall also consicler the atlherence
of contractors and subcontractors to usual safety requirements
ancl proper construction methods. Any non-complianees s]rall be
noted on Form CFA-200 and called to the attention of the ou,ncr-,
but the orvner shall be adviseil that these are evidence only of
inaclequacy of inspection ancl are in no event intended to be a full
list of non-compliances such aslvould be made if the Government
had primary responsibility for project inspection.

(3) To determine if the project will be completert by the schetluletl
time. This determination shall be based on the tr'ield Engineer,s
general appraisal of the project and a review of the projeet
construction schedule and progress chart.

(4) qo determine adherence to labor requirements. Generally, this
phase of the inspection rvill be concerned rvith:
(a) Whether required Department of Labor posters SOL-155,

lyage rate scheclules, and nondiscrimination posters are
posted at the project site.1

(b) Whether, on_the basis of the spot-check ouilined below, the
payrolls evi@nce complianee rvith Federal labor require-
ments. The Field Engineer shall select at random 10 per-
cent, or 12, whiehever is the lesser, of the line items on one

^ 
lNouiliscriminatiotl l)osters are rrot required to be postcd untler the norr-Fedcral SchoolColrstruction Prograur.

11/2/64 I



20.2.2 ENGINEERING CONSTR,UCTION

of the payrolls submitte,l by each coutlactor or subcon-
tractor each month and shall review these line items and the
payroll form to determine whether:
1. The data specified in CFA requilements are being shorvn

on the payroll form.
2. Job classifieations used ale covercd by the wage ileter:mi-

nation.
3. Ratio of laborels anti lLelpers to mechanics in each tratle

is not unreasonable, as an indication that vorliers are
getting the proper pay for the l,ork they clo.

4. \\rage rates shor'vn for various job classifieations ale not
lesslhan thosc corrtainecl in the rvage rate d-etermination.

5. Types of deductions shorvn are authorized under the
Department of I.la,bor Regulations.

6. Laborers aud mechanic's are being paid not less often
than once a l,eek.

7. Recluired payroll certifieations are properly complctccl.
Whcn a condition of non-compliance is encountered, Field En-
gineers shall state briefly on Form CFA-200 the methods actually
employed in determining that labor requirements were not met
(see also Section 20-2-4).
The Field Engineer shall date and sign those payrolls he cx-
amines; and the supervisor, during his visits to the Field Engi-
neers' stations, sha11 revierv t}ese payrolls on a test-check basis
to determine rvhether the Field Engineers' examinations are
culrent, adequate, and eorrect,

(5)To examine the eonstruetion account for school colstruction
projects (see Section 5-2-3).

FREOUENCY OF PROJECT INSPECTION

The frequency of on-site inspeetions of a project cannot be clefined
in terms of numbers of inspections, but rather must be based on certain
critical stages of eonstruction. The stages intlicated below are basecl
on projects of average size ancl type. These inspections should be
combined on smaller or less complex projects. They should also be
combincd nhenever the competence of the architcct/engineer and con-
tlactor, or the cxperience ancl firrancial participation of the owner,
indicate that this can be done.

fn unusual eases, it may be ncccssary to increase the number of
inspections. This should be done only u,hen the Chief, Engineering
Branch, determines that the quality of supervision being provided. by
the o'lvner is so inadequate as to be aclverse to the Government's inter-
ests. ft should be accompanied by action to secure proper supervision on
behalf of the owners, and the more frequent inspections will be con-
tinued.. only for sueh time as may be necessary to secure suelr
super\rrston,

2 1t/2/54



CONSTRUCTION ENGINEERING 20-2-2

College Housing Progrom lnspection Stoges

The inspection stages for a college housing proiect are baseal on au
average construction timc of 14 months or more.

(1) Excavation and setting and placement of footings.

(2) Construction of the structural frame, inclu<ling columns, beams,
and floors.

(3) Framing-in for roof and r:oughing-in of utilities.

(4) Installation of partitions, mechanieal equipment, and piping.

(5) Intelior finish work.

Non-Federol School lnspection Slcges

Tnspection stages for non-Irederal school lllo.jects arc the samc as for
collegc housing pro,jects, except that irr most instances, the lesser size
anc[ compexity of the project, together vith the shorter construction
period may permit combining the inspections of various stages into a
Iesser number of visits to the project site.

One of the rcgular inspections should be scheduled at a time when
construction will be about 50 percent complete, to permit the Fieltl
Engineer to recommend release of the 30 percent payment without
delay.

Tn the casc of au "equipment only" project, inspr:ctions should be
schecluled at times rvhen cquipment deliveries can be generally antie-
ipated ancl payment t'ccommendations made based on such inspections.
Sueh inspections shall be held to a minimum. fnspections of minor
equipmenl deliverics normally shall be deferred until major equipment
dclivcries arc made or a l)ayment is required.

PFL Water, Sewer, ond Gos System lnspection Stoges

Minimum inspection stagcs for tvater, sewer, and gas systems are:

(1) Shortly after the initial start of pipe laying. ff workmanship,
supervision, antl grade are satisfactory, no other inspections
normally rrced be made until the final inspection.

(2) Tf the project inclucles rna,jor abovc-grouncl structules such trs a
building or water tower, suclt structures should be inspectecl
once, at the time rvhen the project is about 50 percent complete.

Other PFL Proiect lnspeclion Stoges

Inspection stages for other kinds of PFL projects will depend upon
the wbrk to be done and shall be determined by the Field Engineer,
subject to approval by the Chief, Engineering Braneh, on a basis con-
sistent lrith the foregoing criteria.
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20-2-2 ENGINEERINO CONSTRUCTION

INSPECTION PI.AN AND TRIP SCHEDULEs

Upon receipt of approval of the inspection plan suburitted after the
preconstruction conference, the Fielcl Engineer shall so arrange his
trips within the plan as to minimize travel time and cost. The Field
Engineer may recommend changes to the inspection plan or he nray
visit the project site at times other tha.n provided in the approved plan
when, in his judgment, the additional inspection is necessary for ex-
peditious construction or resolution o.f unforeseen problems. If there
is insufficient time for the Field Engineer to secure approval for a sitc
visit, justification for the visit slrall be included in the appropriate
Form CFA-200.

Each Fieltl Engiueer shall subrnit a u.ceiily itinerary sholirrg iris
trip schedule for the period, to permit the l{r'ad, Constmction Man-
agement Section, to evalrrale thc frequerrr:y of project i:rspections and
to contact the Fielcl Enginecr rvhen necessary.

PERIODIC INSPECIION REPORT

,tt Periotlic Inspection Re,port,l'orm CIr'A-200 (Exhibit A), shall be
manually prepared by thc Field Engineer during each on-sitc inspec-
tion. Form CFA-200 will be prepared in triplicate, rvith onc extra
eopy on non-Federal school projects, and mailed direct to the recipients
the same day. Reports for a g'iven project shall be numbered consecu-
tively.

The original of Form CFA-200 shall be sent to thc Regional Of6ce and
a copy sent to the owner ancl, in the case of school projeets, to the
local rcpresentativc of thc Office of Education. One copy shall be
retained by the Fieid Engineer.

On multipJe-unit projects, a sellalatc slreet of Forrn CI'A-200 shall bc
used to iclerrtifl, anrl r'eport on each urrit rurrlcr construction rvith thc
same report nurnber uscd on eaclr shcet.

In Itern 1, the follou,ing definitions shit1l bc observed in filling irr the
columns:

Contrnct Btart Du,tc.-?he date on rvhicli a contractor is in-
str:ucteti to commence u,orli in the proceed ordcl.

Aonlrac,t Comyilctiotr,Dolc.-This da.te is coniputed by arlding tlrc
numbcr of calondar r1:rys set foltJr in the contrnct arril tlic nnrnbcr
oll calendar tla-vs irr auy extension of timo coutrrirrctl in an approvecl
t:htrrrgc orc'ler to the startiirg clnto specifictl in tirc pr:ocecd ordcr.
\Yhere tlrerc is brrt orre prirnc contr:actor, thc project substant,ial
completion date (see beloi,v) and the contract completion date ale
the same.

Percent of 'l.'tnte Elapsed.-The la,tio of the nrtrnber of ea.lendar.
days which have elapsed since contract starting date to the nurnber
of calendar days set forth in the cont,ract, adjusted to include any
extcnsions of timc by approved ehango order.
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CONSTRUCTION ENGINEERING 20.2-2

Project Substantial Complet'ton Date.-The clate on rvhich the
entire project (ail units of a multiple-unit project) can be used
for its intentled purpose. This will be the normal cut-off date for
all interest during eonstruction.

Substantiol Completion Doles

The dates of substantial completion by unit and the contlact sub-
stantial completion date by prime contractor shall be specifically re-
ported jn Item 15, using the clefinitions belorv:

U ni t S r cb st ant iol C ont ltl et i o n, D at e (l[ull ipl e -U nit P r o i e ct s)

The dai.e on rvhich each unit can be u.secl for its intended prlrposc.
For projects consistir.rg of trvo or more units or facilities which can
bo usetl separately, the date for each unit or facility will be reportecl
inc.lividually. This is thc cut-off clate for the prorated interest r.luring
construction.
(l ontract Sub sl ant'tal C ompletion D at e

The date on which tlie work performed under a coutract has
reachetl a point r,vhere any uncompleted or corrective work requiretl
rvill not prcvent the intendecl use of the project. This is the cut-off
date for liquiclated damages. Where there is more tJ.ran one prime
contractor, each shaII be reported on separately.

In Item 2, Stage of Construction, the proper box shail be checked to
ind.icate the construction stage of the projeet at the time of the inspec-
tion visit.

Item 11 shall be used to discuss any negatively marked item, inade-
quate performance, or no[-eompliance by the o.wner, architect, or
contractor, and other problerus or conditions which would adversely
affect construction completion if not corrected. Corrective actions, or'
cfforts to secure such aetion, shall be clcscribecl in the t:eport or in
subsequetit t:eporrts.

lniriol Use

In CFA loan programs, the date of initial project use is needed by
Regional sta{I for required loan servicing action (see Sections 23-2 and
23-3). fn the School Cor-rstruction Program, this date is neeiled for
statistical purposes.

During his last visit prior to final inspection, the Field Engineer shall
check with the orvner to determine (1) the actual date on which use
began or (2) any scheduled date for such use, and shall report such date
on Form Cl'A-200, with comments on the probability of initial use as
sched.uled. He shall review the architect's periodic reports and advise
the Regional Oftice by memoranclum of any new information.

During fina1 inspection, he shail obtain the actual date that use began,
or a revised scheduled date, which shall be reported in accordance with
the provisions of Chapber 22-1.
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Forru CFA-200 shall be referred to the chief of the appropriate
program operations braneh, rvho sha,ll notify the Loan Management
Branch: (1) when the project will become revenue produeing; and
(2) when eomments are made coneerning insuranee.

The program branch chief shall review tr'orm CFA-200 to ascertain if
any non-engineering problems have been raised. He shall also use the
form as the basis for initiating release of funcls for school projects.l
The report shall be promptly released for review by the Engineering
Branch.

The Head, Construction Management Section, shall review Form
CFA-200 to evaluate the progress o{ the project and to determine
corrective action requined. to resoh,e any existing problems affectiug
the satisfactory completion of the project within the time and. funds
specified. He also shall review Form CFA-200 to evaluate the perform-
ance of the Field Engineer in comply'ing with established inspection
policy.

Form CFA-507, Determination of Insurable Value, shall be prepared
by the Head, Planning and Review Section, for college housing, senior
citizen housing, and, as appropriate, Pl'Ir and ARA projects, when the
project is reported. to be 75 percent complete. In the case of multi-unit
projeets, Form CFA-507 shall be prepared for each unit.

20.2-2 ENGINEERING CONSIRUCIION

- 1Seo Section 5-2-3 for procedures on tlle lelease o-[ funds Ior school constructiou projects
during construction.
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CONSTRUCIION ENGINEERING 20.2.I

by the o\vner antl its architect/engineer. The I'ield Engiuee.r visits arc

sStetyto, the purpose of ascertaiiilg that the project.is being built in
u..oidur.. rvilti ttre project approval, construction is proceeding in
accordance rvith apprwetl pians-, specifications, ancl contract clocumelts,
,"a 1r"i.i"ting the adequacy of the inspection and supervision. being
provided. by tiie o\\.ner pursirant to the terrns of its agrecment ['ith the

Government.

The architect/ei.rgineer will also be expectecl to :

(1) Furnish a rcport once a month covering general progress at
thc job ancl ckscribing any problems or factoi:s coritributing to
clelay. The o\vnel' x'il"l sencl-a copy of this repolt to the Field
Engineer,

(2) Prepare and submit contract c}range ordels.

(3) Revierv ancl appr:ovc the conlractor's scheclule of atnounts for
contract pay*ents, ancl certif;' aorrllssfor:'s requests for partial
payments as a basis for perioclic payments by orvner.

(4) Rcyieu' thc corrsl r'trcl,ion and progrcss schcc]ule for 1he drlratiorl
of constluctiotr.
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EXHIBIT A
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CONSIRUCIION ENGTNEER,ING 20.23

Section 3. Conlrqct Chonges

CHANGES IN APPROVED PROJECIS

A revised. project summary must be issued to make a change in an
approved project which-

(1) Alters the scope or eharacter of the projeet, or will effect a
reduction in antieipated project revenues;

(2) Alters the method of ffnancing;
(3) Alters a line item in the approved cost estimate;
(4) Alters the loan conditions or the security pledged to a degree

rvhieh requires an amendatory loan agreement;
(5) Alters the allocation of Federal loan funds between housing

faeilities and other (or excess) service facilities, for a college
housing project; or

(6) Reflects a project development cost underrun occurring after
printing of a single bond but prior to bond closing. (See Section
2\-3-4, page S-"Decrease in Amount of Bonds Purchasetl.")

The revised project summary shall be issued as prescribed in Sections
2-4, 4-1, and. 5-2-2. Where the change affects or requires modification
of the executeil constructiorr contract clocuments, a contract change
order also must be issuecl as prescribed. belorv.

Prior to any other plocessing, each proposeil contract ehange must
be revieu,ed. to determine whether it requires issuance of a revised
projeet summary.

CONTRACT CHANGES

Any alterations of executed construction contracts require a contract
change order. Contract change orders concurred in by HHFA are
required even if the orvner will pay for the changes.

If the cost of a proposed contract change ortler requires a transfer of
funds from other budgeted line items, a revised project summary will
be necessary before a contract change order can be concurred in by
H}IFA.

Minor contract changes may be accumulated antl covered in a single
contract change order.

Proposed. contract change orders may be prepared by architects/
engineers on their own forms or on Form CFA-201 (see Exhibit A).
Where the architect/engineer submits the change order on his own
form, this must be accompanied by a statement giving all information
required on Pages 1 and 2 of Form CFA-201. AII change orders ancl
supporting statements shall be prepared in an original and four copies.

Proposed change orders shall describe the required contract changes
in detail. Drarvings and specifications required shall be attached. to
the change order form or properly identified by title and date within
the text of the order.
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20.2-3 ENGINEERING CONSTRUCTION

Proposed change orders shall be submitted to the contractor and a
proposal requested. The contraetorrvill submit his proposal to the
architect/engineer. Proposals shall be in writing, properly identif.ed.,
and clearly state any changes in contract price and completion time.
All changes in contract price must be itemized, shorving allowed debits
or applicable crerlits for all items including labor, material, unit cost,
profit and overheail. If the architect,,/engineer approves the change
order, he 'r'vill submit it to the orvner fot approval. If the owner ap-
proves the change order, he rviil serrcl the original to the contractor, t$ro
eopies to the Field Engineer, one copy to the architect/engineer, and
retain tlre final copy for his orvn file.

ff satisfactory, the Fielcl Engineer shall inclicatc his concurrence of
the change order by completing Form CFA-277, Contract Change Order
Cottcurrancc, in triplicate (see Exhibit R). A single Form CFA-217
inav be used for concu.rrence in several cliange orders. If the change
orrler is of the nature that requires Regional O{fice corrcurrence, the
tr'ield Engineer shall foru,arcl the change order, supporting statements,
ancl Folm CFA-217 to thc Regional Office. Form CFA-217 shall include
tho latest revision of all line-items. Upon concurrence Form CFA-217
shall be rlistributed as follor,s: the original to the ownel and a copy
together l,ith a copy of the chanple order to the Field Engineer and the
Regional Office.

The Field Engineer must secure the coneurrence of the Regional
Director before concurring in a change orcler:, if the proposecl change:1

(1) Affects the scope of the project.
(2) Requires an incrcasc in Federal funds.
(3) Requires transfels of funds betrveen line items.
(4) Involves an extension of time of more than a total of 30 days.

If the owner has agreeil to pay the costs of the change, the Field
Engineer shall ascertain th:rt the required funds are deposited in the
construction account before he approves the contract change order.

Each change orcler involving a construction change requires a simul-
taneous determination as to its effect on the completion time. 'I'he num-
ber of calendar days, if any, by thich the contract is decreased or in-
cr:eased is shor,vn on the change order and is used, together with the iike
irrformation on other change orders issued during the course of con-
struction, to adjust the contract cornpletion clate. The acljusted contract
completion date should be shox,n on aII periodic inspection reports.

Proposed change orders to extentl a completion date must be sup-
ported. by:

(1) A rvritten request from the contractor explaining the cause of
the delay, supporteil by adequate evidence or information.

(2) A statement by the architect/engineer commenting upon the
contractor's request, rvith his recommendation as to the r,alidity
of all or a part of the request.

lIror certaiu changes on School Oonstruction projects (see Section 5-2-Z), \he Regional
Director must further secure the approval of the Of6ce of Education before concurring.
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CONSTRUCTION ENGINEERING 2G2-3

(3) Consent of surety, if necessary.

(4) A recomrnendation for approval by the owner.

The Regional Director shail concur in such change orders rvhen they
are justified. Otherwise he should insist on assessment of liquidated
damages where Federal funds rvill be affected.l

\Yhere no iiquiclated darnages are irtvolvecl, a change ordcr shall
be issued to record approval of the overrurl in contract time and the
absence of a claim for actual tlamages.

1 Or school coristruction projects, tlle applicant should be a{lyised that failure to assess
liquidateal dam&ges may.equlre-p.oi'ision oflts or-n funds since tlle Ieilertl contribrttion tnay
be reducetl accordingly,

\\'here the projecfii partly ffnanced by the applicant, the Region&l Director need -not object
to & waiver in vierv of-the Offico of Education's policy in regard to savirrgs accruing to the
applicant.
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EXHIBIT A

ENGINEERING 20.2.3

caEzal

CONTRACT CHANCE ORDEE

Cortrd' I \o

Chai8. Order No. 
- --

You B!c hereby 'equested 
1o co,nply e,lh lhe followinB ch.nges from the ccnl.act Plans anC spcc,lcatiois

DI]SCRIPTION OF CIIANCES_QUA{[IES, UMTS,
PruCES, CilAICIi IN COMPLETION SCI]ADULE,

(:)

Ch.ngc r! ccniracl pilce duc to thrs ChanB. Order:

cotiRAcl PRtcE
(3)

a'txi Fl- PR:cE

Dilrercnce blPecn Col. (3) and (a)l

Nd (!.c'easexCeoease) contracl pice

1{{ry{III.IIfI,I
s

xaxxxxxxxil,u

s __

lolel !djusted coilracl price 10 dale thereby is $----
herehy added lo, dedrcted fiom, the total contlsct Pn.e,3nd lhe

I he time provided for cosplction in the conlract is unchanBed, rncleased, de.rcased, by-.cale.dar
d.ys. This dcument shail &.o.ie an amendmert to the contmcl 6nd 3ll plovisions of thc conlra€t will spply hetelo.

.\.c^ored b;

!"c ancrdcd:v

,\rf,..ed h\'

1.1.' q.:k r,frrni,rd uad.r !his.han!. ord.r prioi lc llllFA ccncur.nce is at ow.er's tisk. liH!A co,rciltence
*,11 b.sid.ncel 5y s:sn.1ur-- ct lll{fA Fieid Eogine! (or ol.r. ^e..ssary, ol ReS,,rcl Lttc.!o/ al
(:.rru t, I a.tlit:":: ) an F.ra ('IA-2i7
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20-23 Engineering CONSTRUCITON

EXHIBIT A (Pose 2)

cfF20!

Chaf,se Order No.

REOUEST AND JUSTIFICATION FOR C}IANGE

l. Necessity fn change:

2. Is propGed chanse an altenate bid? C Yes ENo

f:r Yes3. Will propd change alter the size of the Projecl?
lf y.s, explain.

t- No

4. Effed of this change on orler prime contracto's:

5. Has consent of sulely been obtained? E ye. [] Nol necessarv

6. Will this change aflect expiraiion tr erlent of bsurance coverase? E Yes

lf yes, pill $e plicies b exrended? t l ves f] No

7. Eff6t od oFralion and oaintenaoce costsl

ENo
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CONSTRUCTION ENGINEERING 20.2.3

EXHIBIT B

uouslxc AxD troyt rlllicI lGltcY
COMMLNI'IY FACILITIES ADN1INISTRATI(N

COIITRACI CHANGE ORDER COXCURRENCE

you rro rdvi3.d rhrr thc Housina r^d Hobc Fin.ncc A8!n.y concurr tn thc follorias lroPotcd .6nlfrct
.hrn&c ordcr!. Thlr l.ttcr i! nor . chrntc ordcr r! ir !.r.ly r.cordu tn. .ction of thli la.ncy tr-
sp.crins thi. Ertt.t. lny chrns. ord.t r.quir.d to cfr.ct thc d!!ir.d 

'hrnsc 
lut! b€ ittucd by your

duly &thorlr.d con!rrctinS of fi.crt

contrr.t No. 6.n8. ord.. No. G.n8. O!d.t Dit' ftct'ric Incr"t!

To

Totrl Dc!cr!!
to!rl Incr.r!c

N.t lncr.rsc (D..r!15!)

OING TN PROJM @ST EsTIMTE

(ft.rc.sc)

Con.tructio! Lin.'Itcd
Bud8.t.d. ., .. '. '. . . '.
lr1rd.d.. .,,. ... ', . '.

nrai t ur.rh,,, c.rrunir, L.iliri"frmvr, (I f !€qcir.d) :

fPrcm/U(ffimDr ItrE

DAE
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@

EXHIBIT A

HOUSING AND HOME TINANCE AGENCY
OIIICE OT THE NEGIONAL ADXINISINAIOR

fhc Iollorlng Delroll(s) L l ala,ror layroll dstr [ ] , fo" projcct No,,.----_._,nust bc subnltte(l to neet thc lebor rcqxlrehcnt6 of ihc cont!sct:

laJrol I
Numbcr

IBJ
I'crl od

Nome of
Enpl oJ c cContractor Cltrsslflcrtton

[- -l n.pt":,""'s laBc rite ts brlor tt,at sho*n for his classrflcarlon otr ADprovcd
hlnlhuh rFge scaic llsted in the cont.ract, in adjustment ls nccessary and
evlden.c thc adJustment hes becn nadc should be Io.ptrrded oD a surplerental
,ayroll,

i- ; classiflcatlon for the emDlole(,(c) storn ls not covtred bJ the *&se deier-
nlnation lor thls contrect., proDer ctossiftcarion As llsted 1n the epproved
rage dcterolntrtlon must bc submltted by lettcr and used on tutur€ D&yroIIs
rhere Lhe enDloJ.c,s namr appcarsi or Jou should take strps to ihplcieht
thc clxssiftcation(s) tn rccordEnce *1th lnstructtons preyiously lssued.

l l our rite doos Dor conrtrtD a lcrtcr from a Staro A!prcntlcesnl! Council rhtch
1s recosnlzcd by thc I.deral Committee on Apprcnttccshl!, U.S. Depqrtment
of Lahor; or Iron the Dureau of Afprenti.cshin, U,S, Dclartnent of t,Aboa;
sLatlns that cntlorn.(s) is r.Elstcred as sn aDfrcnti.c. It,lll be Dec-
.ssnry to nf,rc thls rcgjL;lration in our r{rcords or emploJee nust bc pald
JournclrnI ra8cs.

'_ I otte r

ljjrr!(!r.lt'j!urs

t'ir.il Lr,tirrL!rr
( i.-Lu)
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CONSTRUCTION

Seclion 4. Woge Role Violotions

ENGINEERING 20.2.4

Contractors and subcontractors are required to pay ernployees en-
gaged. on the project the wage rates established by the Department of
Lrabor or approved by this Agency. Violation of this contract provi-
sion may be diseovered by the Field Engineer in the course of his spot-
check of payroll copies (see Section 20-2-3), or may be reported by tlie
employees to the orvner, the Regional Offiee, or the Department of Labor.
This Sectiou contains proced.ures for dealing with such violations.

When the llield Engineer discovers wage violations rvhich he be-
lieves are due directly to errols or misunderstanilings, he shall instruct
the or'vner to have the violating contractor make the necessary adjust-
ments and file the indicated substantiating evidence (see Exhibit A).
However, if there has been a prior investigation on the same project or
if the Field Engineer has reason to believe that a violation represents a
deliberate payroll falsification or intent to avoid. observance of the wage
rate provision, he shall report the matter to the Regional Office and
take no other action. The Regional Office shall refer the matter to
CFA with its recommendation for appropriate action (see Section 2-1-4,
Manual Volume IV).

Ctr'A will d.iscuss such allegecl violations.lvith the HHFA Compliance
Division to determine the need for investigation. CFA will ad.vise
the Regional Office and will supply a copy of the report of any investi-
gation made. The Regional Office shall then advise the owner of the
total amount of the wage claims which appears to be due the workers,
and shall instruct the owner to suspend. any payments to the prime con-
tractor concerned where such payment would reduce the amount re-
tained-by the owner below the amount of the elaims plus 25 percent
thereof. The Regionai Office shail identify the contractors involved but
shal] not identify the individual u'orhers at this tjme sirree this might
hinder any subsequent action the Department of Justice may decide
to take. The Regional Office shall also inform the Field Engineer of
such developments.

'When advice is received from the Compliance Division and Depart-.
ment of Justlce, CFA will advise the Regional Director to proceed.
The_RegionalD_irector shall then instruct the owner to secure settlement,
in the manner belorv, by or through the prirne contractor concernecl anti
will furnish the owner a sehedule showing-

(1) the contractors involved;
(2) the names of underpaid. workers; arrrl

(3) the amount due each rvorkcr.

SEITIEMENT PROCEDURES

Each eontractor listetl shall be required to deliver to the owner checks
payable to the listed workers in the amounts of the underpayments.
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20-2.4 ENGINEERING CONSTRUCTION

Each check is to be accompanied by an envelope acldressed to the payee
at his last known address rvith sufficient postage to cover a regisleied
mail return receipt. Checks shall be mailed by the owner, to wfiom the
receipt rvill be returned.

lindeliveled checks shall be returned by thc owncr to the contractor
rvith instructions to establish an escrorv account ancl cleposit therein
the amont of such checlis. No withdrawals from this account rnay bc
made rvithout the consent of the owller. At the end of trvo yea,rs this
account shall be liquidated as outlined belorv.

Underpayments to 'lvorl<ers constitute non-perfonnance under thc
terrns of a contract; therefore the amount earned. untler the contrarrl;
must be reduccd by the total of the underpayrnents. As restitution is
matle, the earned amount is increased accordingly. Therefore, pa)--
ments may be marle to contractors so long as ure amount rvithhelcl on
the contract equals or exeeecls unpaid tvage claims.

When the escrorv account is finally liquiclated, any resitlual funcls
therein shall revert either to the contractor or the owner, depending on
the amount earned by the eontractor (the contract price minus the
amount remaining unpaid to rvorkers) and the amount paicl him on his
contract.

If the contractor has been paid the amou.nt earnerl, any balance re-
maining in the escrow account is his; if he has been paid more than
the amount earned, the balance reverts to the o\vner, or in the case of
non-Federal school projects, to the Offiee of Eclueation.

Proiect Closing

Owners shall be instructed to report to the Regional Director as
soon as all paymerits havc been made to those worl<ers rvho lrave beeu
located, and the escrow account established; and again at the end of the
escrow period with respect to the funcls remaining and the disposition
made thereof. A cop5, of the lepor:t shall be sent to CFA.

The fina1 project report (see Section 22-1, 5-2-3 or 5-3-3) shall be
released. only upon completion of settlement or establishment of the
escrow account. A stateurent sliall be attached showing the settlements
mad.e, escrow account establishment, and disposition to be made of any
remaining balance in the account at the end of the escrow period.

SPEC'AI. INSIRUCTIONS

'Ihe general procedures above shall apply to projects under all pro-
grams, subject to the motlifications belo'iv.

Non-tederol Schools

When final payrnent has not yet been made to the owLer antl the
amonnt of this final payment exceeds the wage claims, CFA rvill rec-
ommend. that the Of6ce of Education release funcls' except for an
amonnt equal to the claim plus at least a 25/o reserve. When the claims
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CONSIRUCIION ENGINEERING 2O-2-4

to located workers have been pairl, and an escrow account has bcen
establishecl for the unlocated workers, the Regional Offrce will advise
CFA to request the Office of Education to release all funds except for
an amount equal to the escrow account. l'inal payment l,iII be recom-
mended by the Regional Office irr an amount cqual to the total paid to
workers from the escrow account.

Whcn unpaid clairns exccecl the umount withheld by the Office of
Education, the oryner's account rvith OE rvill be acljusted so that the
Office of Education by (1) r'ithholding, (2) return of funds from
the olvner, or (3) partial payrnent to the owner, has recovered the
paid amount in excess of tho trmount earned on the contract,

Furierol Schools

The Regional Officc bccomes tht) "o\\,ncr" in the settlement of wage
claims.

Loon Progroms

In the evcnt of ovcrpayment to the contractor, rcpresented by funcls
returned to the owller whcn tlrc escrollr account is closecl, such funds
rvill be disposed of in the sanre nriumcr as provirled in the loan agree-
ment for exccss funds rernaining in thc construction account.
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INTRODUCIION

O ,r]Blf1r"fTjl;H*lanciar 
poricies ancl procedures appricabre to

Minor.variations in the processing of cFA loan programs are notedO ffiJ,:T'.',l;1; #:'-x;;T'ffi#?ffi111,#ffilJH,;iJtitri*:iix,i'J;
to that program.

O," Il'i 3lglru:";;T,'$ffa#ifl'":i?T#,"',ffi'#ll1?f"xT','#ti"f
loans. This phase of financial operations begins upon determination

^-, by the finance analyst that the financial application and other data

! ;:il';T ff-l[t hiiit:?il"iirlt":l' 
proposed roan, subject to deverop-

.-. The procedures and operations in this Chapter wiII be completedo ii;?::,ft3:"?f#i'Jtl;iJH #1ffi111"il'J':#,,1X'H:iJ#,i,Ti
report for subsequent inclusion in the Loan Agreement.

BASIC 1OAN POTICY

It is_ the policy of CFA that each loan be of sound value, and so
secured as reas_onably to^ lssure rypayment. This objective is required
by statute in the case of Public Facility r,,oans, and-is consistenf t ith
the intent of the legislation for other loan programs.

FINANCE 2I-I.I

CHAPTER I. IOAN DEVEI.OPMENT

Section I. lnlroduction qnd Bosic loon Policy

rn furtherance of this policy, ancl to protect the investment of
public !u-nds, the d"eterminatio, that a loarr is sound and the develop-
ment of loan terms so as reasonably to assure repayment will be in
accordance with the n_ational loan policies and crileria established bycrA. Although consideration shoufu be given to alrou,'able preferences
of the applicant regarding loan terms during the cour'se of loan
negotiation, responsibility for the determination of loan soundness
and adequate sec_urity rests upon HHFA rather than upon the appli_clnt If an applicant,.requests a release from, or a riaiver of,'iny
of the terms and conditions nor,rally i,cl*cled in a roan agreemeni,
the Regional office will make such determination as is consisient rvith
the Ctr'A loan policy.

Further, since the intent of the CFA loan programs is to pro'ide
8/4/64 t



loans rvhich rvill be marketable to private investors, either upon their
initial offer for sale or after establishment of a satisfactory operating
experience, each loan rvill tre developetl as a business-t}'pe loan'
approximating the practices of private finaneing.

Loon Security

I-.,oan security must be -qufficient to reasonably assure r.ep-ayment,

but once that objective is reachecl, it should not be carried to the
point rvhere the borrorrer *'ill be *ndu1y hanrlicapped in financi,g
iuture expansion. Iroan terms ard conditions shoulcl be arrangecl _to
facilitate, as approlriate, the financing of adclitional facilities through:

(1) Self-containccl financin-r for such projects, or

(2) A consoliclatcd loan, or

(3) An open-ent1 arrarlgjel]lent that permits the jssuance of acjcli-
tional paritl'bonds, as cliscussod in Section 21-7-1'

Iu this connection, it is thc policy of CFA that arrv profits frorn
the operations of a faci)ity built r,r,ith GoYernment loan funds $,iII
be uscd for acceleratcd rt:payment rif the loan, or in some circum-
stances for deYelopmrnt of acltlitional housing or pubiic facilities.

The basic security for each loan rrill be a pledge of projcct revenues'
algmenlerl to the extcnt llccgssary bv a pledge of specifir:cl rcvenues
from identifiable solrces. \\there available, atlditional sccnritv shorild
be obtainetl bI' a fuII faith anrl credit pledge of the bollorver a'rtrl

by mortgages ou the project and on other facilities the Iot erntes of
s'hich are pledged for loan repayment.

2I.I.I FINANCE LOAN DEVETOPMENT

REI.ATIONSHIP OF PRIVAIE IOANS TO CTA TOAN PROGRAMS

Encourogemenl of Privote Porticipotion

fn conr.rection s,ith loans urrcler the CFA loan programs, it is the
policy of the Community Facilities Atlministration to encourage priyati:
participation in the financing of projects eligible for Fecleral loan assist-
ince in addition to the financing of non-eligible facilities, provided that
the terms antl contlitions of such non-Government financing are con-
sistent rvith the interests of the Governrtcnt. The interest Iates and
maturities on such financilg shall, as prcscribed beloy', be so arrangeil
as to preclude uninteucled benefits to lenders. fn addition, where
appropriate, competitir.e bidding for tl-re loans shall be requirecl.

Where Got ernment loa,n funds are to be cmployed to finance a part of
a project, the applicant rvill be required to observe the p-olicies set
forlth below. The applicant, if it so chooses' can break clown the project
into tu,o or more parts ancl finance each part separately. In such in-
stanccs, the policiei prescribed belorv rvill apply only to those finan-cing
arrangcmenis for a project rvhere a proposecl Government loan and the
private loan are to be repaitl from the same loan security.
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I.OAN DEVETOPMENT FTNANCE 2l-l-t

Bosis for Regionol Ofiice Consent

_ \Yhere arr applicant u,isires to fiuancc part of a project eligible for
Federal loan assistance by borrowing from sourcts other ihan tlie
Go-ve_rn-ment. the Regional Office may consent to such financing pro-
vided that (a) the non-Goverrrment loan has maturitics coextersir-., ,.
largely cooxt.rrsive, ri'ith tlre ,or.o1loscr1 (iovct.lm.rrt loan; arrii (b) thrr
non-Government loan is subject to cornpetitive bicldirrg. To illustrate,jf the proposed Governrnent loan is expectcd to have maturities up to
40 or 50 years, the uon-Government loan must be repayable oyer a
period of rnore than 25 years. 'Ihe non-Gover:nment loan may bear any
interest rate or rates deemed rcasonable by the applicaut.

- \\there an applicant rvishes to finance a portiori of a project ,vhiclr
has been cletermined to be ineligible for Federal loan asiistince, such
as movable equipment and furnishings, the Regional office rnay consent
to such financing pro'ided that the non-Government loan hai maturi-
ties concurrent with the proposed Government loan. The term ,,con-
current" means for this purpose tirat (a) the annual maturities for
each loan shall be scheduled to provide proportionate clebt service pay-
ments, and (b) the initial maturities for each loan shall corn-ence in
the same. year. The non-Government loan may be repayable over any
time period and may bear any interest rat'e or rates deeined reasonabre
by the applicant.

\Yhere an appiicant rvishes to arra,ge for private financinE of the
early maturitics of a ]oan for a project eligible for a Governrnent loan,
with the Gover,rnent to purchase the later maturities, the Regionai
of6ce shall advise the applicant that such arrangements rvilr be accept-
abJe plovicled that (a) the rret intercst cost on thc non-Government loan
tloes not exceecl the net interest cost on thc portion of the Ioan subject
to pru'chase by the Governrnent, anrl (b) the non-Governrnent loan is
subjer:t to competitive bidding.

Be{ore the Regional office conc*rs in a,y of the above-described
finarrcing arrangernents, the Finarrce Branch-shall make sucli analvsis
as is necessary !9 deterrnine that the finaneing arrangements l-ill riot
jeoparclize the ability of thc borrox,er to repay ihe Gov-err,ne,t loan.

REFUNDING OF OUTSTANDING TOANS

No general refunding of outstanding loans is co.ter,pratr,rl or. eu-
conraged. See Section 27-1-4 for pro.r,isions on this subject.
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I"OAN DEVETOPMENI

Section 2. Securily ond Loon Specificotions

FINANCE 2I-I.2

Loan d.evcloprnerrt iu.volves tltc cleveloprnerlt of appropriate financial
unclcrstandingi and requirements to be sct forth iu tlie Iroan Agree-
rnent, and the drafting of str.itable language to cxpress correctly these
urrclerstanclings arrd requiremerrts. Such understandings relate to loan
security-the sources of repaymeut; loan specifications-description
of the bonds to be issued and a program for loan repayment; and'
repayment cond.itions-flo\Y of fuilds, issuance of additional bonds, aud
othei financial matters. In developing these lotrn terms anrl conditions,
care should bc talien to assure that:

(1) The borl1s to be issuccl u,ill atlcrquatciy-tnect the {inancial ctlr-
ventioirs of tlrc capilal rnarliet to malie tlre boucls lnallictable.

(2) Thc r.cvonues, iI arry, lirorn opur.atious of iLli fat:ilil,irrs of the
Cl(rvcgrmetit-lina1ced ploject rvill be disposed oI ilr atlctll'tlatrce
rvith the flol' of fiurr,ls providcd in Scctitin 2:l-1-3.

(3) There will be no Ilederal intclfel'ence in the borto$'et's nol'mal
operations.

(4) The speciai financial conditions pertaining to the florv of funcls,
issuanie of additional bonds, atrd other financial matters, and
the security pledge are consistent 'with each other and related
to the financial condition of the appticant and, where appropri-
ate, to its potential prospects.

APPTICANT PARTICIPATION IN PROJECT FINANCING

It is the policy of CFA to encourage the bomower to participate
iu the financing of its project because (a) the Government loan pro-
gram is desigrred. to supplement, not sttpplant, the resources of the
Eorrower; (b) a smaller loan relative to the project cost reduces the
arnount of revenues that must be used for loan service; and (c) a
sizable borroler's ecluity improves the security for the loan. Bor-
rower participation may involve a firm amount, rvlth the remaining
estimated cost of the project to be covered by the Government loan;
or the borrower's participation may involve a contingent amount-
an amount to cover the difference between the Government loan antl
the actual project development cost. Wliether the borrolver's partici-
pation is firm or contingent, holvever, if the actual development cost
exceeds the approvecl cstimatc of development cost, the borrower will
be expectcd to furnish tle arldil,ional frurds necessary to cover the
overrun.

To avoid misunderstandings rcgarrling the nature of the applicant's
participation and the future disposition of any balance remaining in
ihe coistruction account in the event of an underrun, the Regional
Office should make sure that all agreements on this subject and the
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2I-I.2 FINANCE LOAN DEVELOPMENT

loarr agreemeut pr:ovisions specified below are fully uriclerstood by tlre
applicarrt.

Condirion Precedent io loon Disbursement

,,,J,1,',ii.lti,lliJ.ll? J,l,xi:H"fl,,'i,#,tl'01,'i'1',i.iil,ill',,1'11iil$,fJ O
conditiou rvili he inclutlecl il the Spccial (-lonrlitions in the loarr agr-ee-
ment:

"Prior to fiiing any rcquisition {or loau funcls, tJre Borrower shall
present satisfactory evirlence that it has tlepositecl in the Construc-
tion Account the sunr of $ .... . .....,, being the diffelence betrveen the
amourrt of the loan arrd the estimatetl deveioprnent cost of the
Projecl,. "

Return of Excess Funds lo Borrower

Whcnevcr it is agrecd that trll or par.t of 1.lic bor:rolr'er's partici-
patiort itr thtr fintrncing oll tlre project is a r.ontirrgcnt atuonnt anrl
that, if therc sJroultl bc a project cost underrtrn, the aurount of the
urrderrun will be applicd to a reductiorr of the bor:rol,er's partici-
pati<-rn, thc folcgoing special contlit iorr shall be supplenrt,rrtt,rl by atlditrg
the following:

Section (12 for College llousing,9 for PLI-, 10 for ARA,), Co:n-
strttctiott, iLc.corunt, of the 'I'errns antl Corrditions attacht:d 1o the I/oitil
Agrecrnent is lrcreby rnodifietl by srrbstitution of the follori'ing ser-
tences for the last paragrapli of that Secrtiou: Any moneys rerntrinirrg
iir thc Construction Accoult nfter all costs of the Project have becrr
paid, but not mole tiran $ ...... ... ': shall be returnecl to the Borrotver.
Any funds tlrcrr remaining irr 1he Construction Account shall be
promptly used for rerlemption clf bonds; Provided, horvever, that
any of such funrls in an amount less than $1,000 shall be tleposited
in the Bond antl Interest Sinking Ir'uncl Account.

I.OAN SECURITY

rn the administratitiu of the cFA loarr pr.og,ams, roan sccur.ity scl.ves
to identify (1) whether the obligations to be incurrecl by the bor-
ro\\rer are general obligations or special obligations, and (2) lhe sources
of_exlectecl loan repayment. The establishment of a collateral Account,
a, Debt Service Reserve Account, tir a Repair and Replacement Reserve
Account are not expected sources of loan repayment and therefore are
not listed under loan securitv.

Proiect Revenues

The security for each loa, .r,r,ill inclu.de a pledge of project revenues
covering all the reyenue-proclucing facilities of the project. This
requilernent is designed to assure tlrat if revellues will be gencrateil
by operatiou of a project fiiranced by the Govcrnrneut loan-, or any

, n* ,otut anount of borrower's participation.
2 Dnter amount of contingent participation by borrorver.
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TOAN DEVETOPMENT IINANCE 2I-I-2

portion thereof, such levenues rvill bc applied to the project operation
or repayrnent of the Government loan, and that profits from the
Government-financed project will not normally serve as a source of
gcneral income for the borrorver. In certain situations, tire flow of
funcls conclitioirs may permit project revenues to be used for pur-
poses other than project operation or loan repayment, as specified itr
Section 2l-1-3. Such alternativc uscs shoultl be accomplishcd through
the florv of funds mechanism rathcr tlran by exclucling a portion of
project revennes from thc security pledge.

Mortgoges

For all ptivatc institution bolrou'crs a mortgage should be obtained
on tJre project anrl on other facilities the revcnues of lvhich are
pleclgecl. For public ilgency or publie institution boruorvers such
rnortgages should be obtainer.l rrhr:re Si;ate lan, perurits. \Yhere a
nrortrage is legally available, it rrmst be obtairrerl on the project
llacilitics; for rronlr:oject facilitits u.hosc reyelrues are pledgcd, the
rnortgage requilement may bc l,aivc.rl if a coriipellirr.g reason exists,
such as a s-ill rcstriction ors,hcre it is lil<ely to upsct furtirer dona-
tions. If a l'aivcr of the mor:tgage requircrnent is cleemed appropriate,
tlrc borrol-cr shoulrl br: rcquircd to covcnant that it rrill not sell,
transfer, mortgtrge, cor)vey, or othcnvisc dispose of thc properties in
qrrestion to any third parl,y.

IOAN SPECIFICATIONS

Term of Loan

L,oans ma1, be rnade for pcriocls not excccding the statutory rnaxi-
llnms, that is, for pcriods not exccccling 50 years in the case of collegc
lrousirrg loans or scnior citizcns housing ioans, and 40;.ears in the casc
oI public facility loans. 'l]hc tcrnr of a loan rnay be for: a shorter pcriod,
hased upon such factors as the terrn lequested, State statutory restlic-
tions, the applicant's ability to pay, and the estimated useful life of the
proposecl facilities.

lnlerest Poyment Doles

'['lre irrlu:r'st payrnent tlatcs shoultl bc lt']ator1 lo thc pcl'ior1s of tlc
bttt'rotvcr's fisr,al ).cerr r,hctr it rctteitrcs t,hc brrlk of t[c lcyelttes to bit
ploclgcrl. -A.s rrotccl in the eontrrettt cln thc Bontl and l.ntel'est Sinliing
Frirr[ Account in Scctiorr 21-1 -3, 1,liis cla,ting arrallgemcnt rvill facrilitate
thc clcposit of funds irrto this accourrt as pronrptly as possible.

Bond Dote

The ciate of tlre bouds is the poiut of measurerneut for loan rnatuli-
ties. Therefore, cAre should be taken in the selection of the bond clate
to assure that it does not result in a Ioan term in excess of the limits
set by the program policics. Since the loan agrcernent creates the lega1
obligatiorr of thc Gor.crnmcnt to brry the bonds, the boncls shoulcl
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2I.I.2 FINANCE I.OAN DEVETOPTAENT

ordinarily be dated as of the first iriterest payment date follorving
the date of the loan agreement.

After the execution of the loan agreement, if the start of construc-
tion is unduly deiayed, it rnay become advisable to advance the date
of the bonds and the rclatcd maturity and rctlemption schedules. I{on-
eYer, no advance in boncl date should lengthen the term of the loan
beyond the maximums in thc program policies. If a Govcrnment arl-
vance against the bonc'ls has bcen madc, or is being processcd, the bonci
date may not be aclvanced.

Moturity Schedule

Ordinarily a loan shoultl be set up r,ith repayments scheduled over
the Iast 28 yetirs for: 30-yt:ar ioans, 38 years for 40-year loans, and 48
years for 5O-yeal Ioans, u,hc.n applicablc. TJre loan shall be lepayable in
annual uiiLturities rvith scrli-anrrual inttrrest pnyrnents itr the case of
botrcls, ttr in ntortt.ltl), irtstalhirerrts irt llLc case of rnortgage rrotes. The
cornbirrctl total of interest arrtl lirincipal paytrble each Traytuent 1tc,rior1
tluling the lifc of the Lran shall be of approxirnately oqual arnounts.
ll,epayrnent of loan principal shall commerice the first day of the trventy-
{ifth month after the date of the note in the case of mortgage notes, and
a.t the end of tire thircl year from the d.ate of bond issue in the case of
bonds.

The forgoing represent maximums; it may be possible to arrange for
the repayment of a housirrg loan in less than 50 years or a public facility
loan in less than 40 years, or to start loan repayment in less than
3 years after the date of bond issue.

I\rhele, because of an irrcr:case in project scopc or for other leasols,
a ]oan rvill bcar tr,i-o different interest ratcs for the same type of
bonds, thc portion of tlic loan bearing the higher rate shall be cvidencccl
by bonds designated as Series A and the portion of the loan bear-
ing the lorver rate shall bc evidenced by bonds designated as Series B.
'Ihe rnaturity schedule shoultl be so arranged that all of the Series A
bonds .rvill mature prior to the first maturity of the Series B bonds. All
such bonds should be part of a single bond issue and the bond numbers
of the trvo series nlay rurl consecutively or coextensively. \Yhere a loan
involves two different types of bonds, the maturities of the two issues
should gerreral)y be scheduled cocxtensively.

Redemption Feqtures

Coll Provisions

Since privatc invcstors may l,ish to bicl on the eariy matur:ities,
each loan should contain call provisions in line with current market
practice, as permitted by applicable larv. The follorving schedule is
suggested:

Non-callable boncls-bontls rn:rturing rtring the first 10 years after
clate of bonds.

Callable'r,vith a premium-bonds maturing during the llth through
35th year, or earlier if term of loan is less than 40 years, after
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I.OAN DEVEIOPMENT FINANCE 2I.I.2

date of bouds. Reduction of the premiums shouid occur at 5-year
intervals, or less if the term is Iess than 40 years.

Callable at par-bonds maturing during the last 5 years of the loan.

Premiu,m Bched,ule
3 percent if redeemed during the 11th through the 15th years
2V2percent if redeemed during the 16th through the 20th years
2 peicent if recleemed during the 21st through the 25th years
77/2 percent if redeemed during the 26th through the 30th years
1'percent if redeemed during the 31st through the 35th years

Voriations of Coll Provisions

Yariations of the above call provisions a,le permissible, but bond
purchasers should. be afforded substantially the same favorable terms
iegarding early red.emption. The use of call preyriums, coupletl rvith
a no-calf provision for early maturities, should improve.the market-
ability of the bond.s. The mutual ad.vantages of such provisions should
be called to the applicant's attention.

In this connection, it should be explained to applicants that the Fed-
eral loan programs'ivilI be strengthened if an effective partnership rvith
private investment can be worked out, in rvhich private investment
participates substantially in a loan and the Fed.eral Goverument, if
necessary, carries the longer maturities.

Governmenl Woiver of Premiums

The loan agreement includes a provision that if any of the bonds
are awardecl to the Government, and as long as these bonds rcmain in
its possession, the Government will r,vaive the non-callable provisions,
rerlemption premium features, and publication of notice requirement.
Bonds in the amount of $5,000 or more for College Housing issues, or
of $1,000 or more for Public Facility Loan issues, and in multiples o{
$1,000, may be redeemecl on the first of any month, providecl the Re-
gional Office is notified at least 20 days in ach'ance.

The loan agreement shall contain a provisiott, ttJteu rrlipliclble, tlrat
the Government u,ill accept a single full). rcgistercd bontl bcaring the
denomination of the loan amount in lieri of coupon bonds, subject to
conversion to coupon boncls upon 90-crlay t'ritten notice, at tlie cost of
the borrower. Generally, coupon bontls have been issucd in $i1,000 c1e-

nominationsI horvever, wherever feasible, the issuance of cotrpon bonds
in denominations of $5,000 should be encoulageil.

Bids for Blocks of Bonds

Bids shall be acceptecl for specific blocks of boncls as rvell as tlie
entire issue. Normally, the loan agreement should provide that bids
may be made for (a) bonds maturing during the first 10 years, (b)
during the 11th through 15th years, (c) the 16th through 20th years,
(d) the 21st through 25th years, (e) the 26th through 30th y€ars,
(f) the remaining maturities, and (g) the entire bond issue. If the
issue is for thirty years or less the blocks shall be adjusted accordingly,
and. for issues of less than $50,000 the Regional Office may waive the
blocks of bonds requirement. Maturities shall be measured from the
date of the bonds.
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Debt Service Re:erve

- 'Io-protect the loan against unforeseen dfficulties which might impair
the ability of the borrower to provide annual debt service paymentl a"s
they become due, each loan should provide for the establishment of
a debt service reserve equal to twice the maximum annual debt service.
Ordinarily the debt service reserve should be accumulated by deposits
into the Bond and fnterest Sinking Fund about 35 percent gieater
than the- amount required for payment of interest and prineipil. By
this method, the. requisite t'wo-yiar debt service reserye witt or-ainarity
be accumulated in about six years.

Collqterol AGGount

fn some eases a borrower may wish to establish the requisite debt
service reserve at the outset in a Collateral Account, rather than
accumulate it in the Bond and Interest Sinking Fund. Account over
a period of years. If the borrower agrees to the establishment of a
Debt Service Collateral Account, the net pledged reyenue coverage of
ayerage annual debt service may be around 1.25 times; if the finan-
cial resources of the borrower and the reliability of the revenue
and expense estimates so justify, it may be lowered to not less than
1.10 times.

Where a Collateral Account is to be establishetl, the following stand-
ard. language shall be employed.:

The Borrower shall, prior to the Government's release of any
loan funds hereunder, deposit in a "Collateral Aecouat" estab-
lished with the Trustee to be designated in the indenture, in trust
for the benefit of the purchasers and holders of the bonds, un-
restrictetl and unencumbered direct obligations of, or obligations
the prilcipal of ancl interest on which are guaranteed by, the
United States Government, or securities listetl on the New York
Stock Exchange, having a market value of at least $ ............................, and
shall maintain the market value of said Collateral Account in at
Ieast that amount. The investment of such funds shall be valued
in terms of current market value as of June 30th and December Blst
of each year. The seeurities on deposit at any time in the Collateral
Account shall be liquitlated to the extent required to meet debt
service in the event the pletlgetl revenues become insufficient to
meet debt service requiremurts, or to provide ratably the principal
and interest payments on the outstanding Bonds declared-due and
payable by reason of -auy default under the terms of the Indenture,
provided, however, that except during any period of default in
the Borrower's obligations-under the Indenture securing the Bonds,
the Borrower shall have the right (1) to the interest and income
derived from the securities, deposited in the Collateral Account,
(2)-to s-utstitute_in the Collateral Account like securities of equai
marketability and market value, antt (3) to withdraw securilies
from the Collateral Accouut so long as the total market value of
the securities remaining on deposit thereafter is not less than the
balance of -the principal of the then outstautling Bonds or $--._---.r
whichever is the lesser.
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1OAN DEVETOPMENT

Section 3. FIow of Funds

FTNANCE 2t-l-3

ESTABLISHMENT OF PRESCRIBED ACCOUNTS

The loan conditions designed to assure the availability of pledged
revenues are generally referred to as the "flow of funds" provisions.
Such provisions ordinarily (1) prcscribe the establishment of such
accoorts as the Revenue Fund Account, Bond and Interest Sinking
Fund. Account, and Repair and Replacement Reserve Account; (2)
detail the florv of pletlged revenues into such accounts, the use of
such revenues for mainlenance and operation expenses, annual debt
service, debt service reserve, repair and replacement reserve; and
(3) providc for the disposition of remaining "resiclual" reYenues.

Inasmuch as each loan will be essentially repayable from the
revenues specifically pledged as security, care should be exercised in
setting up the flow- of funds so that the objective of so_und loans will
be fu1ly observed. The flow slould. inclutle safeguards against dis-
sipation of revenues and should take into account the type of revenue
pledge-net or gross-antl the type of borrorver-private or public
agency.

Stsndqrd Longuoge

Standardized languagc has been cleveloped for the more common
provisions establishing the flow of funds. These are shorvn in Exhibits A
through D, and are printed. on Form CFA-515, Special Cond'it'ions For
Loan Agreements. Thcse special conditions rcpresent the most suitable
Ianguage to accomplish the policies sct forth belorv. In d.eveloping the
loan conditions for a particular loan the analyst shoultl, wherever pos-
sible, use the standardizecl special conditions. -When this is tlone, the
conditions used should be cut and pasted. from a printecl copy of Form
CFA-515, onto the Financial Review Report, thus assuring all reviewers
at a glance that thc standaril lvording has been uscd.

Only rnhen State law or special circumstances rcquire it should the
standard language be modified or replaced. In such cases the modi-
fied. language should, if possible, be marketl on the printecl condition
from Form CFA-515, so that the change rvill be clearly evident' Only
r,vhen major changes or rcplacement of language are required should
the revised cond.ition be typed in full on the Financial Review Report,
Part 1. Whenever a change in language is required, it should be ex-
plained in Part 2.

If the standard language is inaclequate to cover recurrent situa-
tions, or if other language seems better, the Regional Offrce should
recommend appropriate changes to CFA, 'lvith an explanation of the
proposed. revision. CFA will consider all such proposals in the light
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2t-I-3 flNANCE I.OAN DEVETOPMENT

of nationu,ide rcquiremcnts, and rvill modify the stanilard language
rvhen appropriatc.

Revenue Fund Account

The establishmcnt of a Revenuc Fund Account provitles a clesirable
control on the flow of funcls arising from the opcration of the project,
and other facilitics, the ro,enues of which are plcclged. This account
gives greatcr assurance that project revenues r,vill be used for project
purposes, particularly in cases wliere a project becomes partially or
fully rcverme-pi:orlucing prior to boncl closing and the establishment
of the Boncl and Irrtcrest Sinhing Fund Account. The Revenue Funit
Account facilitates iclcntification of the source of revenucs used. for
operating costs, clc.bt sen,icc, and various rescrvcs, thcrcby facili-
tating CFA loan servicing.

Usually thc Rcvcnuc Ilunrl Account shoulcl be set up as a separate
banl< account, separatc from the othcr accoults hekl by the borrowcr.
Priorit,y for tlisburscments out of the Rcvenue l,'und Account is
governed by thc order of thc succeecling Special Conclitions.

Generally, thc net reyenucs from plcdged fces, tuition, or endorv-
ment fund income are best entored into the florv of funds by deposit
into the Bond and Intercst Sinhing Fund Account rather than through
the Rcvonue Funcl Account. Ilot,ever, rvhcrc fees such as student
union fees are directly relatcd to a project and are substantially
required to provide maintcnancc and operating expenscs, debt service
costs, and rescrves for dcbt service or rcpairs anrl replacements, such
fces may be regarded as projcct revcnues and deposited into the
Revenuc Fund Account.

Currenl Expenses

With rcspect to the plcdge of revenucs of the project or of existing
facilities, it is clesirable in most cases to requirc a plcdge of net
revcnues rather than of gross reverucs. As a practical matter operating
and maintenarlce expcnses Jrave to bc paid. In addition, the use of a
net rcvenue pledgc permits morc rcadily the cstablishment of a
Repair and Replaccment Reserve -A.ccount, since the funds available
for such a rcscrvc are clcarly identifiablc. Irrespcctive of the type
of pleclge, hor,vcvcr, it is cssential that adequacy of debt service
coverage be cletermincd on the basis of net rcvcnucs rathcr than on
the basis of gross reYenues.

Bond ond lnterest Sinking Fund Account

The Bond ancl Intercst Sinl<ing tr'und Account shoulcl be established
at the time thc borrorvor deposits the accrued interest received upon
clelivcry of the boncls, or at such prior time as pledgcd revenues are
available for transfer frol-L thc Revenuc lt'unrl Account. Prior to the
cstablishmcnt of the Rond and Interest Sinking Funcl Account, the
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LOAN DEVETOPMENT FINANCE 2I-I.3

borrorvcr shoulcl be instructcd to pay the intercst, if aily, on con-

structiorr financing out of the constiuction Account. Following cstab-
lishrnent of the Boncl antl Interest sinking Funcl -A.ccount, the bor-
rower should be instructed to pay the interest on construction flnancing
or upon the bonds, as the case -ay be, from morleys in tlie Bond'

and Interest Sinking Funcl Account.

Such moneys may bc delivetl from the follorving soulces: (a)
accrued interlst receivetl from thc sale of tle bonds; (b) interest
chargcable as a project tlevelopmcnt cost for that portion of tho
projEct still under torrstruction; anil (c) pteC.ged. rcvenues' Thc
borro*., shoukl bc required to deposit all accruecl intcrest reccivecl
from the sale of the b-onds, r,r,hich sum rvill be creclitcd. against the
amount to bc clcpositctl into t)re siniring Fund . Account 15 days
prior to the next interest payment-clate..If tlic project or aplportion
ihercof is still under construction following establjshmclt of the Bond
and fnterest Sinking Fund. Account, the borrott'er shoulcl transfer from
the Construction Account and deposit into thc Boncl and Intercst
sinking Fund Account the intercit for that portio^n of the^projcct
still under constructiou. This procetlure shollcl be followccl for each

interest period during r,hich the project is still unclcr constmction.

The clates of dcposits into the Bonil ancl Interest Sinking Fund
Account should be at least 15 days bcfore the interest payment ilates,
or more frequently if deemecl nccessary. These dates, in.turn, should
be gearccl to-the timcs of the ycar when thc borrorvcr is likely to have
obtaine<l thc bulk of its pleclged revcnues. An inciclental aspect of
this dating arrangement ii that by placing funtls as soon as possible
into the Bond and Intercst sinliing Funcl -A.ccount, the possibility of
third-party liens on such funds is eliminatccl, a likelihoocl to be cspe-

cially avoidcd. in most States.

To facilitate loan scr:r.icing, it has beeD founcl tlcsirnblc to fix thc
dcbt scrvice roselvo at trvice the tnaxirnum anrlual debt scrvicc,
rathel than to leqlire a tu,o ycar clcbt scrvice reservc, rv]rich 1,o11d

bc a variable figurc.

Deposits of Pledged Revenues

In setting up thc mallncr of cleposits of plcdgcd revellucs into the
Bonc1 and Interest Sinking Fund Accoutrt, allorvance should bc maclc
for two phases of the project. Phase One covcrs the pcriod from tlre
clatc of the bonds until thc date when the first bonds mature, usually
set at three years follori'ing tlic bond date, cluring rvhich time the
borrorver is expected to construct the project and develop reasonably
fuII utilization or occupancy of the projcct facilities. During this
development periocl the borrorver is required only to pay the interest
on the bonds, and the deposits into the Boncl and Intercst Sinking
Funil Account should be gearcd accorclingly. Phasc Tu'o covers the
period from the first bond maturity through thc datc of the last
maturity, during which the borrou'er is rccluirccl to pay thc annual
installment of bond maturities plus intcrest on the outstand.ing bonds.
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Ilo accord fully to the borrorver the intended periotl of grace
inherent in setting the first bond maturity at three years aftei the
bond date, accumulation of the requisitc two-year d.ebt service reserve
should not commence until one-half year prior to the first maturity.
The initial fuII cleposit into the Bond and Interest Sinking Fund
Account, a sum cqual to one-half of about 1.35 times the average
annual clcbt service, should be set at 15 days prior to the interest
paynrent datc representing the date 2-1/2 years from the bond. date.
W'ith this deposit plus the next semi-annual deposit, the borrotver will
have the sum necessary to pay the first bond. maturity scheduled at
3 years from the bond date. Prior to the initial full deposit, the
borrou'er will only be requiretl to deposit semi-annually a sum suffi-
cient to meet the next interest payment, or the balance in the Revenue
Fund. Account, whichevcr sum is larger.

During Phase Tlro the borrower should be required to deposit semi-
annualJy into the Bond antl fnterest Sinking Fund Account the full
required deposit by transfers from thc Revenue Fund. Account, other
pledged sources and its general funds, if necessary, and if provided
for in the loan security.

Where the borrolver is a private institution, the special condition
should require deposits into the Sinking Fund Account ,,from its
general funds, if necessary," in acldition to ,,transfers from the Rev-
enue Fund Account and from (other specified revenues),,,
and the amount to be deposited semi-annually or more frequently, 

.if
deemed necessary, shoulcl be " the sum of at lcast $ . . ... ........ ...... .-,, \rhere
the borrower is a public institution or agency and. the ptedged revenues
are to flow through a Revenue Fund Account, the amount to be
deposiled into the Bond and fnterest Sinking Fund Account, should
be "the balance therein." -Where the borrower is a public institu-
tion -or agency anil other funds are to be deposited into the Sinking
Fund Account in addition to the balance in the Revcnue Fund
Account, the amount to be clcposited into the Bond and Interest
Sinking Fund Account, until the requisite debt service reserve is
accumulated, should bc a fixed surn that is reasonable and rvithin
the ability of the borrower to pay. fn such instances the fixed sum
deposit should be an amount that is sufficientty less than the amount
estimated to be available for debt service payments to give some
latitude to the borrorver in order to minimize the possibility of
defaults. For example, where the estimated net revenues are 1.Bb
times the average annual debt service, the fixed. sum deposit should
not exceed. 1.25 times.

2I-I-3 FINANCE IOAN DEVEI.OPi,IENT

Repoir ond Replotemenf Reserve Accounl

The existence of a Repair and Replacement Rcserve, formerly called.
a Building Maintenance and Equipment Reserve, for the project and,
where appropriate, for existing facilities, provicles a greater assurance
of adequate mairrtenance durirrg the life of the loan. Although this
reserve is plimarily designed to enable the borror,ver to observe sound
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attributablL to several years' operations, it also is a useful element

^ of security for the loan. The adcquacy of this leserve is cspeciall;rI tr%"J':L'.",1'::#; i'jj*It"r;:tt"l",l;l"u:iil:l'I'*1:"x,'Jflj:i1
rctirement, or any other lawful purpose.

The financc analyst should dctermine annual repair. and- reP_Iace-

ment percentages most appropriate in consultation rvith the Engi-
neering Staff, -considering ihe-estimated life and plysical_character-
istics oi the facilities, and shoulcl also consider the financial resources
of the borro.wer aoti the revenue estimates. On the basis of such
repair and replacement percentages the requisite deposits into the
Repair and Replacemcnt Reserve Account should be established'

Thc stanclarcl language for the special condition establishing the
Repair and Replacement Reserve Account is phrased in terms of
"oi such portion thcreof as is available for transfer," for the annual
deposit rcquirement. This language permits an ortlerly build-up of
the reserve and does not impose a hardship on the borrower if reve-
nues fail to keep pace with costs. A fixed sum annual deposit require-
ment conccivably could lead to technical defaults by public borrowers
and could rcquire private institution borror'vcrs to use their general
funtls in the event net revenues prove to be insufficient to provide
the fixecl sum. For the private institution borrower, CFA does not
l,ant to insist that it reduce its cument expenditures for general
or eilucational purposes to build up a rcselve for future maintenance
expenclitures. theie observations sholld. not, horvever, be construed'
as^ minimizing the need for a reserve for repair and replacement.

LOAN DEVETOPMENT FINANCE 2I.I-3

Residuol Funds

Funds rcmaining iIr the Revenue Fund Account after provisions
are made for current expcnses, Bontl ancl fnterest Sinking Fu.ntl
paymcnts, and the Rcscrve for Rcpair and Replacentent, may be used
for (1) accclerated debt retiremcnt, (2) expenditures relating to the
borrower's housing or public facility system, or (3) any other lawful
purpose, as spccifiecl belou'. Disposition of such rcsidual funds 'rvill
depentt on the extent of the security pledged, evaluation of the
financial prospects of the loan, and, rvhere appropriate, the wishes
of the borrower.

The timing of withdrarvals of residual funds from the Revenue
Fund" Account rvill depencl on the program involved and the judg-
ment of the analyst. For CoIIege Ilousing I:oans, the lvording shoultl
normally be (at the close of) "each fiscal half year"; for Public
Facitity I:oans, either "each fiscal year" or each fisca1 half-year."

Where a loan is to be repaid solely from reYcnues derivecl from
project operation, the rcsidual funils in the Revenue Fund Account
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will be uscd for rnandatory redcmption, except iu the follor.ving
situations:

(1) Where a need exists to help the borrorver meet its growing
housing or public facility problems, the rcsiclual funds may be
made availablc for use in providing other housing or public
facilities.

(2) It the borror.er makcs a substantial contribution, 20 percent or
morc, to the financing of the projcct, some of the cxcess net
reycllues rnay be rcgardetl as carnings on its investment. In
this case it uray bc appropriate to permit the residual funds also
to bc usecl in palt for any other lax,ful purpose.

(3) Simitarly, if the projcct facilitics rcplace a facility that yieltled
a return to the borrower, rvhich thc borrol.cr has been utilizing
for gencral purposes, it may be in orcler to permit the borrower
to retain a part of the rcsidual funds for other larvful purposes.

_. Ifolvever, cven ryherc the abovc conditions cxist, if the analyst bc-
lieves that thc conclition of the borrorver or of the loan require it, he
should recommend that the resiclual reycnues bc usecl only for man-
datory rcdemption.

wherc a loan is to bc rcpaid from rron-proj.ct revcnues in arltlition
to project revcnues, al1 of which arc deposited into a Revenue Funcl
Account, the resiclual balance in such account shourd generally be
p.ermitte,cl to be used for discretionary reclcmption, -frovision of
similar facilitics, or any other larvful purposc. Iloivevcr, ii net project
revcnues alone cxcecrl 1.2 _timcs the averagc annual dcbt scrvicc and,
in the judgment of the. analyst, accclerated clebt rctirernent is carlecl for,
provision rvill bc macle for recoverii-rg a part of the excess rcvenues
attributablc to the Government loan. rn this case the manclatory re-
demption provision rvitl bc limitccl by use of the phrase ,,not 

^o".ihunt! ,. , ..," rvith tlc arnount to be 10 perccnt of thc average annual
clebt scrvice arljustecl to tho nearest $1,000.
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EXHIBIT A

Rcvenuc Fund Account

The Borrorver covenarrts and agrees that as soorr as any portion of
the Project becomes revenue-producing, all rentals, eharges, incorne
ancl rer.enue arising from the operation or ownership of the Project
and shall be depositetl to the credit of. a special funcl, to be
knorvn as the t'Revenue Furud Account" and held in the custod.y of
the Treasurer of the Iloruolver, separate aud apart from all other
funds. Such Revenue l'uncl Account shall be maintained, so long as
any of the Boncls are outstanding, in a bank which is a member of
the Fecleral Depcsib Iusurance Corporation aud shall be expended and
userl by the Treasurer ouly in the rlanner ancl order specified be.low.

current Expenser (where net revenues are pledged; if gross revenues
are pleclgecl, delete the first sentence and substitute:
Current Expenses of the Project and.
after pal-ment into the Bond and Interest Sinking
Fund Account has been rnade, shall be payable from
the Revenue llund Acconnt as thev beeome due
and payable.)

Current Expenses of the Project and -...---,-..,-"-. shall be payable, as a
ffrst charge, from the Revenue Fund Account as the same become
clue ancl payabte. Current Expenses shall include all necessary oper-
ating expenses, current maintenance charges, expenses of reasonable
upkeep ancl repairs, properly allocated share of charges for insurance
ancl all other expenses incident 1,o the operation of the Project and
....-.....--...-, but shall exclude depreciation, all general administrative
expenses of the Borror,er and the pal'ment into the "Repair and
Replacement Reser\.e" hereinafter proviclecl for.
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EXHIBIT B

Bond oad lnlerert Sinking Fund Accorrnt (if grosl revenues. ore plodged, delele

3t1':I"T =T;*:::9, 
ror tho Pq,menr

For Privqle Borrowerr

The Borrouer sjrall t.stablish rvith thc 'Irustee to be tlesignated in
the Indenture, and na,intain so long as any of the Bonds are out-
stancling, a separate account or aecounts (herein collectively callerl
the "Bond and Interest Sinkirrg Funcl Account") into which shall
be deposited ali accrued interest receivecl from the sale of the Bcnds,
which surir shall be cledited against tlie ainount to be cleposited into
the Account on the next interest payment date. As soon as any por-
tion of the Project becorues revenue-ploducing, ancl after providing
for th.e payrnent of Curreut Expenses, the Borrower shall transfer
from the llevenue I'uncl Account and deposit to the creclit of the
Bond and Interest Sinking Fund Account, on or before eaeh nlarch 15
and September 15, the lalger of (a) the balarrce therein, or (b) sueh
balance r,vhich, togetherivith the ir-rtelest for the current interest
period chargeable as a project development eost p)us revenues front
other ple<lged sources and the Borrorverls general funds, x'here so
providetl, shall be sufficient to pay the interest on the outstancling
Bonds as the same becomes due. Proviclecl, holever, that beginning

and thereafter- the Borrorver shall, after ptoviding for the
payrnent of Currtut Expehses, transfer flom the Revertue Func'l
Account, from .-..-,-.-.------, and frour its geuelal ftruds, iI necessary,
and deposit to tire cledit of the Roncl and fnterest Sinking Fund
Account, on or before each }Iarch 15 and September 15, the sum of at
least $.......,-.-.-.-- rrntil the fund.s and/c,r ittvesltttertls thet'ein are suff-
cient to meet tire irrterest on the outstanding Boncls due ou the uext
interest paymcnt date and one-half of the principal due v'ithiu the
succeeding twelve months, plus a dobt servir,e reser\:e in the sum of
$---.--- ---.. -. and, thereafteL, on ol before each March 15 aud Septernber
.1.5. such sunis frout saitl sources as ma)' be necessary to meet the
in.terest on the Bonds due on the next inter:est payment date. and
one-half of the prirrcipal due within the twelve months,
and maintain the debt serviee ireserve in the strm of

For Public Borrowers (where oll lhe revemres pledged flow through the Revenue
Fund Accounl)

The Borrower shall establish with the depositor;' to be designated
in the Bond Resolution, and maintain so long as any of the Bouds are
outstancling, a separate account or aecounts (herein eollectivel;, called

,/t/60



IOAN DEVETOP'NENT HNANCE 2l-l-3

EXHIBIT B (Poge 2)

the "Bond and Iuterest Sinl<irrg Funcl Accottnt") irrto u'hich shall
he depositecl all acsrued interest received frorn the sale r-rf the Bonds,
which sum shall be creclited against the amount to be cleposited iuto
the Account on the next interest paymerrt clate. As soon as any
portion of the Project becomes revenue-producing, and after pro-
virling for the payrnerrt of Current Expenses, the Borrowel shall
transfer from the Revenue I'uncl Aceount and deposit to the creclit
of the Bond ancl Irrterest Sinking Fund Account, ott or before each
l{arch 15 and September 15, t}re larger of (a) the balance t}rerein,
or (b) a srlm which, together rvith the interest for the cttrrent interest
periocl chargeable as a project cleveloprnent cost, shall be sufficient to
pay the interest on the ontstanding Bonds as the same become due.
Proviclecl, ho'wever, that beginning --.,-.--------.- and thereafter the Bor-
iower shall, after providing for the payment of Current Expenses,
trarsfer from the ltevenue Fuud Account and deltosit to the credit
of the Bond ancl Interest Sinking Fund Accottnt, ott or before each

IIarch 15 and September 15, the balance therein uutil the funds
and/or investtnents therein ale sufticient to meet the interest on the
outstanding Boncls tlue ou the rrext interest payment date and one-
half of the principal tlue lvithin the succeecling trvelve months, plus
a debt service reserve in the surn of $.-.---.-.-......, and, thereafter, on
or before each March. 15 and September 15, such sums from said
source as may be necessary to tneet the interest on the Bonds due
on the next interest payment clate and one-half of the principal
ilue rvithin the succeeding twelve rnonths and maintain the de.bt

service reserve in the sum of $... ....-.-.-.-..

For puHic Borrowers 
[T:i, 

tjlflr-t,":Xj,:L"il,,:re derived from orher fondr

The Borros,er shall establish with the depository tri be designated
in the Bond Resolutiou, ancl rnaintain so long as any of tlre Bonds
are outstanclirrg, a separate account or accounts (herein collectively
callecl the "Iloncl ancl Interest Sinking Fund Account") into which
shall be depositecl all accrued interest received from the sale of the
Boncls, which sutn shall be credited against the amount to be deposited
into the Account of the next interest payment date. As soon as an]'
portion of the Project becomes revenue-producing, ancl after providing
lor the payment of Current Expenses, the Borrower shall transfer
from the Revenue Funil Account and deposit to the credit of the
Bcnd and fnterest Sinking Fund Aecount on or before each March 15

ancl September 15 the larger of (a) the balance therein, or (b) such
balance rvhich, together with the interest for the cument interest
period clrargeable as a project development cost plus revenues from
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EXHIBIT I (poge 3)

other pledged sources, shall be sufficient t,o pay tlie interest on the
outstanding Bonds as the sanie becomes due. Plovided, however, that
beginning and thereafter the Borrower shaii, after providing
for the payment of Current Expenses, transfer from the Revenue
Fund Account the balance therein and frorn such sum as
may be necessary, l,hen aclded to the Iievenue Fund Account balance
so transferrerl, to permit a deposit into the Bond and Interest Sinking
Fund Accorrrrt in the sum of $-.,......-.-... Sueh sum shall be deposited
to the credit of the Bond and Interest Sinking Fund. Account on or
beflore each ][arch 15 and Septemher'15, until the funds and,/or
investments therein are sufficient to meet the interest on the out-
standing Bonds c'hle on the next interest pa,r-ment date and one-half
of the principal due rvithin the su.cceecling trvelve rnonths, plus a debt
service reserve in th,e sum of $.-.--.-.- --. -.. Thereafter, on or before each
March 15 ancl September 15 thc Borron'eL shail transfer flom said
sources such sums as ma)r be necessal;, to tneet the interest on the
Bonds due on the next intelest payment date and one-half of the
principal due withiu the succeecling twelve mouths ancl maiutain the
clebt service reserve in the sum of $- ..".""--.--...
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EXHIBIT C

Repair ond Replocement Regerve

As soon as the required reserve is accumulated irr the Bond and
Interest sinking Funcl, the Borrower shall establish r,vith the Trustee
(or other designaterl depository) a separate accourlt callecl the "Repair
ancl Replacement Reserve Account" into ,.which shall be deposited

from the Revenue Funcl Account and frorn .-----.--.---.,- on or before the

close of each fiscal 1-ear, (1) the sutn of $'------------.- or such portion
thereof as is available for transfer annlally for an equipment reserve

until the funds ancl/or investments in the equipment reserve por-

tion of the Account shall aggregate $-".-"-.---- .-" and thereafter such,

sums, but not rnore than $..,--.---------- annually, as may be recluired to
restore antl rnaintaitr the balance of $----.----------- and (2) the sum of

$.-....-.---.-. or snch portion thereof as is available for transfer annualll'
for a repairs reseive. All uroneys in the " Repair and Replacement

Reserr.e 
-Account,, 

rnay,be clrawn on and used by the Borrorver for
the pulpose of pa5'ing the cost of unusual or extraordinary mninte-
nance or reparrs, renelvals and replacements, and tlie -renovating or
replacement- of i,he furniture and equipment not paid as part of
the ordinary and normal expense of Project opelations. Ho$'ever, in
the event the funcls in the Bond and rnterest sinhing Fund account
should be reclucecl below the debt service reserve of $----------------, funds
on deposit in the Repair and Replacement Reserve Aecount shall be

trarrsferuecl to the Bond arrci fnterest Sinking Fund Account to the
ertent requilecl to eliminate the deficiency in that Account'
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Disposition ol Residuol Funds
fondotory Redemplion

subject to ma,ki.g the foregoiug maxirn.n cleposits, the Borror,r,er
shall use (not more than g--"....-.--.- -.) (tlie balance) of the excess funds
in the Revenue Fund Account at the close of each -...-_.-__..-,.- to redeem
outstanding Bonds on the next interest pavment date, iu inver.se
mrmelical order ancl in antount of not less than $ .... r par vahie
at one time.

Discretionory Redemption nnd Provision for limilor Fodilifies

subject to maki,g the foregoing nraximunr cleposits, the Borrorver
ma-v use the balance of e-xcess funcls in the Rerenue tr,und Account
at the close of each to recleem outstanding Bonc]-s on the next
interest payment tlate, in iuverse numerical orcler ancl in amounts
of not less than $"....- .., par value at, onc tirne, or for an}, expenrii-
tures, including the payment of clebt service, in implor,ing or. r'estoring
any existirrg (lrousinll and, clininil .) (txr,btic) facilities or. provicling
any such aclditional facilities.

Discretionary Redemplion ond Other Specilied purposes

subject to making l.he foregoing maximum rleposits, the Bcrrrou,er.
rnalr rrse the balancc of exeess f,.rncls in the Iievenue Funtl Account
at the close of each ..-----.-.-...-. (1) to redeem outstanding Bonds on
the next interest payment date, i, inverse numerical orlder a.d i,
amount of not less than $ .--.-.--.-.--1 par value at one time, or (2) for
any expenditures, including the payrnent of clebt service, in improviug.
or restoring any existing (housing ancl d,ining) (pubtic) facifities oi.
providing any such adclitional facilities or (B) for any other lari'ful
purpose.

EXHIBIT D

1 $6,000 for College Ilousing Program, 91,000 for pubtic Facility Inrne prosram.

,lt /60



I.OAN DEVEI.OPMENT FINANCE 2I.I4

Section 4. Consolidqtions qnd Additionql Bonds

An api.liicant may rcquest that tlie proposecl loan be consolidated
rvith pler-ious loans made by the Govemment, or that provisions be
iircludetl in the Loan Agreement to authorize aclditional parity bonds.
I,lither recluest reflects a desire b), thc applicairt to rnaxilnize the
security nlecige afforcled by the revenues of existing facilitics. A related
question is the use of additional parity bonds to finance project com-
pletion. This Section covers the factors to be considered and the relatecl
policies pertaining to loan consoliclations aircl the use of adclitional
ptu'ity boncls.

CONSOI.IDATIONS AND REFUNDING

\Thele an applicant already has one or more self-containerl loans,
u,ith HIIFA holding the bonds, it may request that these loaus be
consolitlatccl l,ith the proposerl loan. As the holder of the out-
standing bontls, the Governrnent cannot forego its favorable position
on these boncls unless it can be determined to be in the interest of the
Gorelnm,,,rrt to do so. This self-interest includes such considerations
as (a) broatleuing of the revonue base for the bonds either by expan-
sion ol clalification of existing pledges, (b) avoiding second rnolt-
gages oi' complicatetl mortgage release provisions, (c) obtaining a
bettcr control of pledged revenues tlirough use of a Rcvcnue Funcl
Account rvhere none has been previously established, (d) obtaining
a Reserve for Repair and Replacernent l'here none has been pre-
viousl)'established, and (e) simplifying the borrol,er's financial
reporting' and bond documentation.

Refunding

Orclirralily a loan consolidation rvill result in tu,o or more series
of bonds, one series to refund the outstanding bonds-more than one
series would be needed if several outstanding bond issues were to
be refunded-and another series to finance the nerv project. The
refuncling bontls must bear the same interest rate and have the same
rnaturity dates as the outstanding boncls rvhich are to be refunded.
This requirement is necessitated by the close tie-in betrveen the Agency's
borrorving from the United States Treasury and the loans made by
the Agency.

For a refuncling issue, the following standard language for the
Special Condition shall be useil to provitle for the exchange of bonds
and to cover the problem of overlapping accrued interest:

" The Borrower shall deliver the Bonds of Series A and Series B
as herein described at one time with the Government exchanging
$ .. .. ... ... principal amount of the outstanding
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Bond Series) for a like pi.incipal amount of Series A Boucls. Pay-
ment of accrued. interest on the Bonds to be sunendered and the
Bonds to be delivered in exchange therefor shall be adjusted so
that no overlapping interest is paid, ancl arry balance of accrued
interest due on the Bonds so surrendered shall be paicl to the
Government forthwith. "
In addition, adjustments shall be made in the Special Conditions

for the consolidated loan pertaining to the Revenue Fund Account,
the Bond and Interest Sinking Fund Account antl the Repair and Re-
placement Reserve Account to provide for the transfer of any funds
or securities held in similar Accounts established for the outstanding
boncls that are to be refuntlecl, or for the transfer of anl' other funds-.

The Project Summary evidencing the approval of a consolidation
and -refunding loan shall contain comments reflecting the purposes
ancl benefits accruing to the Government, and the follorving statement:

"For purposes of engineering, supervision of construction, audit
and inspection fees, program statistics, and related, matters, proj-
ects ..............,.... and .................... and ..........................,........ .., shall be
regarded as separate. I.[owever, for purposes of the Loan
ment, Bond Sale, 'Irust fndenture, Portfolio Manageurent,

Agree-
Ship-

ment of Bonds, and related legal and financial matters, these
as Projectprojects shall be regarclecl

,,
as one anil identified

No

No general refunding of outstandirrg loans is contemplated or
encouraged. Since loans har.e been approvecl on the basis of lates,
charges, terms, and conditions satisfactory to both applicants and
the Gor,ernment, consicleration'rvill be given to refunding on a longer
maturity basis only in those cases found necessary to ar.ert a default
and at the same time maintain a reasonable level of rates antl
charges or other$,ise to be in tlie interest of the Government in cauy-
ing out program objectives.

Any proposal to extend tlie term of an outstanding loan shall be
referred to CFA for advice, along rvith the borrower's proposal and
the Regional Director's recommerrdation for approval or disapproval.

ISSUANCE OF ADDITIONAT PARITY BONDS

Generol Policy

Where, in the cour:se of reviel,, it is d.etermined that it rnight be
inexpedient for the applieant to finance future expansion of its facili-
ties through the issuance of bonds on a project-by-project basis, or
the applicant so requests and it is determined" to be in the interest
of the Government and the applicant, arrangements may be made to
provide for the issuance from time to time of additional bonds to
be secured by a parity lien on the revenues to be pledgetl to secure the
bonds of the project under review. Conditions preced.ent to such an
open-end arrangement are that the applicant agrees to:
2 10/5/62
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(1) Establish a systeur of like and. related facilities,
(2) Secure its bonds to be issued now and hereafter for tiie system
' ' t*itlti.s by a pledge of facility revenues ar:d, where appropri-

ate, by othLr specified revenues from iclentifiable sources,

(3) Subiect the issuance of additional boncls for future s;stern facili-- 
ties to certain prerequisites, and

(4) Covenant to observe certain other provisions relating to the' issuance of additional bonds and to the facilities of the system.

These conditions precedent are designed to guar_tl against indis-
criminate over-issuance of bonds by the borrorver and to protect pres'
ent and future bondholclers-whefher the Government or private in-
vestors-against dilution of the security pledged to repay tlteir invest-
me"t. SuJh protection shou1l encourage private investnent in the
bonds thereafter issuecl by the borrorver, and also improre the market-
ability of the bonds acquirecl by the Government.

The prerequisites to an open-end arrangement and the relatecl special

cond,itions are set forth belorv.

Estqblishment of o Syslem

In connection rvith the riglrt to issue additional parity boncls, a bor-
roiver should agree to establ]sh a system, such as a housing anil dinilg
*y-t.-, u iuut.rl-*,orks systern or a sewerage facilitics_s1ptern, tlat rviil
iir.r"a., there feasible, in aclttition to the project, all.litre and.relateil
iu"iliti.. presently orvnecl ancl those thereafter acquirecl lt1' thc bor-
,o*.r. To protecf the ho1ler of bonds against-possible loss of leyenues

io, lfr. .y.t.* due to competition from facilities o\\'ncil b1' the bor-
rowcr but not part of the system, it is usuaily necessar)' to -require
inrt utt such facilities be included in the system. For .example,^ ttot-

Iviit.iu"ai"g the ayailability of par.ietal rules, the co-existence.of sys-
t.- ao.^itiry facilitics alcl clormitory. facilities orvned b-r' the bor-
,owe" nr.d oot.id. of the system can- in some instances impair the

pledged system revenues.

Similarly, where an applicant already has an- open-e-ncl s1'srt:tn ancl

then seeks io finance individual projects outside of the s1'stern,. tlie
.o-""iri.""" of an open-end system rvith inclivichrally financed"- projects
;i5i11fi i; ; competiiive situation rvhich could ultimately leatl to dill-
ii""-"f ifr" p"oi'..tion afforded to the bondholclers by the provisions

of the indenture establishing the system. 'Iherefore., where-^an ?PnJi_-

"uri 
rtruuay has a parity boid arrangernent, the Eegional Office shoulcl

"ot upp"o"i a loan rn-heie the facility ancl related bonds are to be ex-

.f"a.hi"o* such system rvithout prior approval of CFA'
'where an applicant clesires to initiate a system_ arrangelnellt antl has

."i*tfurslu.itit'its firranced by bonds-wjth g. first lien on the revenues of

.""rr- iu].iUties, it shoulcl refund such bonds wtth e-q[^tlly.ratable bonds

;;;;;;; ; subbrdinate lien on the revenues of such facilities l'ould. be

ui "uriu""" 
with the concept of parity bonds ratably payable from

;hu ;;;;";s of the system t facilities. Applicants rvit! favorable in-
terest rates on outstanding indebtedness may fiud that they woultl fare
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better by financi.g each additional facility ou a project-by-project
basis via self-conta,i,ec1 financing. rn the cise of a i,,ait coliefe, ind
especially on-e just engagi,g in dorrnitory operation, it is d6ubtful
that it ',vould be in its best interest to sei up a, open-enir financirrg
arrangemcnt.

Pledge of Revenues

. rss.arr.'t' of paritl- bo,cls is depende*t ,po, the availability of spe-
cific rev,',.es *'hich r,ay be pterlg'ed for rcpayment of the bonds. by
antl lalge the specific levenuei availabte u'ili be those arising from the
operation of the facilities constituting the systcm. rn somj instances,
il l"uy be necessary to augment facility re\renues by a pledge of spe-
cific revc,ues from such identifiable sources as fees, enilorvient fund
incorne (the corpus of such pledge would have to be depositecl in an
Endorvment Escrou' Account), oi regularly recurrent state grant as-
sistance, such as land grant income.

It should be r_ecognized that systern or parity bonds reiate primarily
1o bonds secured by a pledge of specific ieven*es otrrer than taxes. A
g.enerll obligation bond secured by a pledge of taxes, limited or un-
limited..is not amenable to the parity 6ond conccpt since the issuance
of additional bonds u,ould be limited by either the clebt incurring power
or the taxing polrrer of the borroll,el instead of being governed. 

-by 
an

earnings test. Similarly, a general obligation bond of a private eduea-
tional institution secured solely by a fuii faith and credii predge is not
amorable to the parity boncl concept because of the lack of an;' mean-
ingful measure of clebt-paying ability for such type of plerlge.

Prerequisites lo lssuqnce of Additionol Bonds

Before a borrorver with an open-end system can issue adtlitional par-
ity bonds to finance a, erpa,sion of the system's facilities, it;hall
be requirecl to satisfy the follo'rving basic eonclitions :

(1) The additional facility l,il1 be made a part of the system and
its revenues r,vill be pledged as security for the additional parity
bonds and the outstanding bonds,

(2) The borror,ver is iu full compliance with all covenants and uniler-
takings in connection with all of its system boncls now out_
stantling,

(3) The net revenues of the existi'g facilities for the previous fiscar
year cover average annual debt service on the outstanding bonds
by a specifletl margin, and

(4) The estimated net revenues of the facilities to be constructed.
or acquired, plus the estimatecl revenues of the existing facili-
ties, will co.l.er estimated average annual debt service on the
bonds to be issuecl plus the outstanding bonds by a specified
margin.
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The specifierl margin il1 (3) and (4) is referretl to belorv as t]ie ealn-
ings tesi. Failure to provide for any of these basic conditions pre_ce-

aJnt to the issuance of adclitional parity bonds rveakens the protection
to holders of outstancling bonds against over-issuance of adclitional
bonds.

Eornings Tesls

There are tl,o earttings tests that shoultl be iircorporatecl iu each loan
rvhere issuance of aclcliiional parity bonds is contemplateCL. The first
requires that the actual net rtvenues of the existing- system facilities
for- the previous fiscal year cover average annual clebt service on the
outstandiing bonds by a specified margin. The seconcl requires that
the estimat"etl net revenu.s of the facilities to be constructed or acquircd
plus the estimated. net revenues of the existing facilities. cover the esti-
mateil average annual debt service on the bonc'ls to be issuecl plus the
outstanding bonds by a specified margin.

The first test relates to actual earnings experience ancl iDtlicates
whether the bolros'er, on the basis of the previous fiscal y.ll'* actual
operations, is in a position to assume moie inclebteilness. Si[ce it is

bi,sed on actual eainings, it is more rigorous, and thereby affords
greater protection to bontttrolaers-, than the second test. The second

iest is designed to assure that, after issuing th_e _proposed bonds, the
borrorver rvill continue to cover average annual clebt service by a satis-
factory margin. The lil<elihood of such expectation materializing_ cle-

pends"upon"the reasonablencss of the estimated net rer.elues, rvhich
iccounts for the insistence that the estimates be made by qualified
individuals and be approvetl by responsible officials.

Delinition of Net Revenues

For the earnings test for the outstanrling bonds only, the annual net
revenues of the &isting facilities of the system shoultl be certifi-ed b_y

an independent public accountant. For the earnings test for the bonds
to be isiued plut the outstanding bontls, it is also necessary to make
provision for- an independent appraisal .of revenues. Where the sys-

tem comprises water, ierverage, oi gas distribution facilities, ,the reve-
nue estiirates should be furnished by a recognized independent con-
suiting engineer and approved by the chief officer ancl governing body
of the"pub"lic agency. 'Where the use of consulting engineers for reve-
nue estiimates ii no1 a prevailing practice, as l'here.the system com-
prises housing an6 dining faciliiies, -the revenue estimates should. be

irade by the 
"chief financial offrcer of the borrorver and approved by

its president and board of trustees. Where the revenues estimates are
io 6e matle by the borros,er, the calculations should be predicated
upon an assumed utilization rate of not more than 90 percent'

Eornings Tests Rotio
'Where the applicant qualifies as "exceptionally financially strong",

an earnings test of net revenue eoverage of average annual debt serv-
ice by at least 1.35 times should be requirecl as a condition precedent
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to the issuance of additional parity boncls. An ,,exceptionally finan-
cially st_rong" applicant ri'ould be iimited to the large'state universi-
ties, and to some of the largest private universitiesl the financial re-
sources of rvhich are not subject to question. For applicants that do
not qrialifl' as "exceptionally financlally strong,,, in earnings test
of net revenue coverage of debt service by 1.5 times should be oblained.
The foregoing earnings tests should be usecl u,less special circumstances
$'arrant establishment of a different ratio. Justification for the devia-
tion shoulci be fully explained in the analyst's report.

Exception to Eornings Test Requirement

\Yhere a borrol,er evidences a plannecl schecl,le of construetion of
systerir facilities, it may be possible to provide for the issuance of a
specified amount of additional parity bonds not su.bject to the historical
earnings test. The conditions necessary fot. such a provision are:

(1) The borrorver lias a planned schedule of construction,
(2) The specified amount of additional parity bonds is otherrvise

approvable under CFA policies, ancl
(3) The estimated revenues of the additional facility, vhen atld.ed.

to the estimatecl revenues of the facilities already a part of the
system, cover estimated average annual clebt service by a satis-
factory margin.

This special provision should be regarded as a one-time proposition
to cover construction already planned and scheduled within the near
future. Standartl language for this Special Condition is shown in
Exhibit B. AII subsequent issues of parity bonds rvould be subject
to the earnings test.

It shoulcl be recognized that rvhen a borro's'er undertakes a system
type arrangement, with provision for issuance of adclitional bonds to
handle the financing of future expansion of its facilities, the borrower
has acceptecl the under-lying premise that it rvill not finance aclditional
facilities until the facilities being constructed under the system are
in use. ff a borrol.er is unrvilling to accept this premise, it should
not seek to establish a system type arrangement. Instead, it should
be encouraged to finanee its neecls on a project-by-project basis, each
rvith self-contained financing.

2r.t-4 HNANCE IOAN DEVETOPMENI

Assuronces of Pledged Revenues

To assure that pleclged revenues will be available in sufficient sums
to cover current expens€s, annual debt service, and the requirecl re-
serves fo-r' the system-'s facilities, provision should be macle fbr appro-
priate adjustments of the rate resolution.

A borrol'e_r may find that some of its systern facilities no longer
are adequately revenue-producing because of a fall-off of demand-or
because of rising operating costs. fn some instances a facility may
have become a loss 

-operation, 
and produee no net revenues, oi be sb

antiquated and dilapiclatecl that it can no longer adequately serve its
5 10/5/62
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intended purposes. Under such circumstances the bomox'er may- wish
to abandon the facility. Provision should be made for the conditions
under which such facilities may be abandoned.

Other Condirions Reloling to System Finoncing

Where provision is to be rnade for issuance of arlditional parity
bonrls. it ii also necessary to reqqile thc bol'r'ou'cr to covelant to make
appropriate adjustments in the amounts (a) to be deposited semi-an-
,rGtty into the Bond and Intelest Sinking Funcl Account to meet the
,rnnuil debt service requiretnents irnrl establish an adequate debt serv-
ice reserve, and (b) to be dcpositecl into the RepaiI and Replacement
Iteserve Account. Si,ce all ttre bonds ale equally ratable, the bond
lepayment ciate and interest pa,)'ment dates for the additional bond
seiiei shall be the same as for the outstanding bonds.

Appropriate changes shall also be made in-the-special conditions
rela[ing io the florv of funds-estab]ishment of a Revenue Fund Ac-
count, 

*provision 
for Current Expenses, establishment of a Bond and

Interest Sinking Fund Acsount, establishment of a Repair an_cl Replace-
rrent Resene dccount, and provision for disposition of residual funds
in the Revenue Fund Account-ancl in any standard Terms and Con-
clitions so that they refer to the systeil rather than to au individual
project.

'where a borrower has two or mol'e series of bonds ratably seeuretl
by the same revenues, and moneys become available to redeem bond's

in advance of scheduled maturity, either by virtue of a mandatory
redemption requirement tir at the trorrorver's option, the borrolver
should not be ptrmitted to discriminate against any one series -of bonds
in favor of another. Provision shall be mad.e to require that calls
oI bonds will be applied on a pro rata basis to each series of bonds out-
standing at the time of such call reflecting the proportion of the origi-
nal amount of each such series.

Stondord Longuoge

stanclardizecl language ha,s been d.eveloperJ for the basic provisions
relating to the issuance'of atl,litional paritv bonds, rvliich al'e set forth
in Exh'ibits A and B. These special conditions represent-the most
suitable language to accomplish t[e policies set forth above. The analyst
should ascer"taii u,hether the standarcl language is appropriate for the
case,under review ancl shoulcl ernploy it rvheilever: possible. where
necessary, the language shorr.ld be moaifiea to fit the particular circum-
.1"o"".. "Changes"riroita be explained in the Financial Review Report,
Part2.

once an (HHFA) open-end system has been establisl.ed, all future
tou^ upproved und6r the systeni shall be additionally iclentiffid with
it* prq;..t number under-*'hich the system was established' (See

"Approval," under Section 2-2-8.)
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FINANCING OF PROJECI COIAPTETION

The Terms and Conditions constituting part of each loan agleement
provide:

"Pagment of Costs-Ad,cl,itional, Funcls.-The Bomorver shall pay
aII Project Costs and fu.rnish from sources other than the proceeds of
the loan, and from sources and in a manrrer which rvill not jeopardize
the security of the Bonds, the additional funcls, if any, rvhich u,ill be
sufficient to finance the total Project Costs. "

In some cases, when there is an overrun irr project costs, the borrorver
may wish to obtain the funcls by issuing ridditional parity bonds, to
be sold to purchasers other than the Government and to be secureil
also by the revenues pledged to repay the bonds l,hich the Government
has offered. to purchase.

If the cost overrun is to be financed from nou-Government sources
which do not involve borrou,ing, or flolu an increase in the Govern-
ment loan, the Government has some assurance that the manner of
financing the overrun will not jeopardize the security of the bouds.
However, where the overrun is to be financed through the sale of parity
bonds to purchasers other than the Government, there is a possibility
that such additional borrds may dilute the security for the bonds al-
ready contracted for. On the other l-rancl, as a practical matter', the
security for these original bonds would. be irnpaired if the project lvere
not completed..

Refleeting the foregoing considerations, the following represents
language for a Special Condition to be used wheu it is decided durirrg
Ioan development to permit the borrou,er to issue additional parity
bonds for the specific purpose of completing the project:

"The Borrower covenants and agrees that in the event the cost of
construction or completion of the Project, as hereinbefore described,
shall exceed. the dollar amount of Bonds mentioned in the first
paragraph of this Agreement, it shall deposit into the Construction
Account the amount of such excess out of funds available to it for
such purpose. The Borrower may provide such excess through the
issuance of parity Bonds, to purchasers other than the Government,
provided that it has obtained (a) the consent of the holders of at
least sixty-five percent in principal arnount of the Bonds outstanding
if the Bonds have been issued, or (b) the consent of the Government
if the Bonds have not been issued. "
Consent of the Government rvill depend upon the customary financial

review, with particular referencc to the adequacy of debt service
eoverage.
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EXI{IBIT A

STANDARD LANGUAGE FOR SPECIAT CONDTTIONS
OPEN.END PARTTY BOND FINANCING

(1) The Borrower covenants and agrees to establish a (Waterworles )(Houstng und Dini,ng) System (hereinafter referred. to as , 'sys-tem") to eonsist of (Ntmc of ea'istr n g I a cilitie s, includ,ing Pro ject )and any otirer Iracilities or relatecl
auxiliary facilities rvhich may be addecl to the' S1'stem at future
dates in trccordance with provisions hereinafter provicled in
the Special Corrdition rela to Issuance of Additional Bonds.

(2) The Borrorver shall have right to add new (Waterworks
( il ousin g a.txl Diningl )
the issuance of one or

and related auxiliary facilities by

ratably payable frorn the revenues
to these Bouds, pr:ovided in eticlr

(a) The facilitl, or facili to be built from the proceeds of the
is or are made a part of the Systemadditional parity

and its ol their.

additional series of Bonds to be se-
curecl b1' a parit;'lien on
aud arry other secriritl' pl
instance, that:

for the adclitional
(if the Borro.lver is a 1l
a first rnortgage on
sites thereof").

(b) Tlre Borrorvel is iit
undertakings in
standing and payable
part thereof.

(c) The annual uet reven

(1. -,----) times the
and interest on all
the revenues of the

(d) The estimated net

are pleilged a,s additional security
Boncls ancl the outstanding Bonds
te corporation, add-" logether rvith
ftrcility or facilities an<1 the sites or

compliauce rvith all covenants ancl
with all of its Bonds then out-

the letettres of the System or an"1'

defined as gross revenues less cur-
rent expenses of the
the issua,nce of addi
independent public

for the fiscal year next preceding
parity Borrds, are certified by au

to have been equal to
taut, emplo;red by the Borrower,
least one and -.------ hundredths

annual requirements for principal
then outstanding and payable from

of the facility or facilities to be
constructed or acquired the proceecls of such additional

7/t/&
Bonds (and any other pleclged as security), when added
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EXHlBlf A (Pogo 2)

to the estimated fr.rlure tlcrt rcverrlles of the then existing Sys-

tem shall equal at least one and -'---'-- ]run'clredths (1'--------)

tir[es tire avcragc airnua] debt scli'ice rec$rirerneirts for prin-
cipal anrl ir)tere*st on all outst;nding llontls Ptrlral,l. f_rorn the

,&.r-,o., of the S1'stem antl orl the aclditional Boncls to be

iss,ed. The calcrilatio, of a'erage arlnual debt service r:e-

quirenrents for principal ancl iutelcst on the adclitional Rrlncls

to be isstiecl shil, rt'gar6lless of rvhether s.c1 Bonrls arc to be

serial or tenn Iloncls, bc rletcnninetl on tlie basis of the priilci-
pal of, ancl interest on, such Borrrls being pa.vable in apploxi-
matel5' eclual iristallments.

(For College I'Iorisiirg l:oans, fl'cld:
..calcuiatioil of fltlllr'e ilet re\'{,nues of thc then existilrg sys-
tem shali be baserl 0n trctual net incone for the fiscal year

next precerling thc issuance of aclrlitional parity Bontls, a-.

.rljusied, if necessar.y, to reflect the schedule of rates trnd

cha"ges to become effective in the succeedi.g fisca1 year, and

after giving recognition to an"v anticipatecl chilnges. itl curlent

"*p.rri.. 
nI tl.-"S,'stern. Calc,lation of the estimatecl net

,"i.r...* of tire tacltity or faciiities to be co,structecl or ac-

q,ired sliall be prerlicirted ltpon_ an ass,ruecl *tiliza,tio* rate

of not more than 90 por:ceut. Tlte computatjon of estimates

shall be made b.v the cirief financial oflicer of the Bo*orr'cr and

approved b-v its Plesitlent iurd its governing bocly'")

(For Public Facility Louns, ad"cl:

,,Future net reveDue estimates shall be furnished by a recog-

nizecliudepcrrclentconsultirlgengineeranclapprovedbyt}re
chief officer ancl govelning body of the Borroler'")

(3) The Bor:ror,ver hereby covenants ancl agrees that il1 t]te event a.t1-

ditional series of parity Bonds are issued', it shall :

(a) Acljust the scmi-arrnual deposits into the Bond and Interest
' sidring Fund Account on the saine basis as that prescribed in

the conclition cstablishiilg such trceount to reflect the average

annual debt service on thc ilclditiorral Bonds;

(b)Adjusttheamountoftheclebtserr,icereservetoasrrmeclual
to not less than trviee the maximum annual clebt service on

the Bonds then outstanding and such additional parity Bonds,

the additional debt service to be accumulated semi-annually
in the manner hereinbefore providetl , 

,,rr"o
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(c) Adjust the maximum
the Repair and
basis as that
aecount, taking into
the facilities and equi
the proceeds of such

(tl) Make such aclditional

payable as to interest
each year.

(a) Th9 Borroryer covenanls
Bonds are outstanding. it
of the S1-sterl facilities or
ridecl for in Special Condi
ate or permit to be createcl
thereof ranking equal or
Notlrithstancling the
manently abanclon the rise
its S1'stem facilities,
(a) It is in full complia,nce

in connection with all o

ab]e from the lcvenues
serve fol such Roncls ha

(b) It rvill, in the event of
rerlemption of outstan
Ylsrons Sovernrng rep
or (b) replacement of
facility thc revenues of
Systern as hereinbefore

(c) It certifies, prior to an1.
to be abandonecl is no
ing net revenues; and

(d) It certifies that the
System facilities for
the estimated net reven
to the System satisfy
in the Speeial Condr
Bonds.

(5) If in any subsequentll,
lien on th.e revenues of

7/t /60

the it is provicled that excess reve-

FTNANCE 2l-r-4

EXH A (Pnge 3)

to be depositecl arurually into
ent Reserve Acconnt on the same
irr the Condition establishine such

t the future replacement cost of
t to be constructed or acquired rvith

tional Bonds; and
payable as to principal on

of each in thich princi falls due and
of

agrees that, so long as any of the
not sell ol othenvise dispose of any

part thereof, anrl, except as pro-
.-. above, it u,ill not cre-

an;, charge or ]ien on the r:evenltes
to the charge or lien of these Roncls.
, the Bolros'er mal/ at any tiure per-

, or sell at fair market .,.alue, any of
that

r'r,ith all covenants and undertakinEs
its Bonds then outsta,nding and ptr.v-
the Systern and the debt sen'ice re-

been fullr, established., . ,-,
e, apply the proceeds to either (a)
Bonds in accordance rvith the pro-

of Bonds in advance of maturitv,
facility so disposecl of by another

lvhich shall be incorporated into the

abandonment of use. that the facilitr
economically feasible of produc-

net revenues of the remainine;
then next succeeding fiscal year, plus
es of the facility, if any, to be aclded

earnings test hereinbefore provicled
governing issuance of additional

series of Bonds secured by a parity



2I.I.4 FTNANCE

EXHIBIT A (Pose 4)

LOAN DE-YELqPMEN.I

nues in the Iievenue Iruncl Account shall be used to recleeur Borids
in advance of scheduled. maturity or if the Borrower at its option
undertakes to recleem outstanding Bonds in advance of scheduled
maturity, it is agreed and understoocl (1) that calls of Bonds will
be applied to each series of Boncls on an equal pro rata basis (re-
flecting the proportion of the origiual anount of each series of
Bonds outstanding at the time of such call) and (2) that ealls of
Bonds for each series of llonds rvill I-.e in accordance 'with the call
provision of the respective Boncl series. Hot'ever, the borrower
ihall have the right to call, subject to the call provisions of the
respective Bond. series, any or all outstanding Boncls which ma.""

be called at par prior to calling any Bonds that are callable at a

premium.

, /t/50
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SPECIAL CONDITION FOR

The Borrorver rnay issuc up to $..
more series to finance the
proxirnatell'

(1 ) The facility or facilities to
additional parity boncls is
its or their reYenlles are
clitional parity Bonds ancl
colporation, acld : "together
or facilities aud the site or

(2) The Rorrower is in full
takings in connection rvith
arithorized to be issuecl, anil
tcm or any pat't thereof.

(3) The estimated annual net
be constructecl u'ith the
added to the estirirated anrr
struction plus the estimatecl
existing System shall equal
(1.---,-.-.) times the average
principal and interest on
of the System and on the
issued. The computation of
tnents for principal ancl
issued shall, regardless of lv
term Bonds, be detet.mined
interest on, such Bonds
stallments. Computation of
System shall be based on
preceding the issuanee of
necessary, to reflect the
effective in the succeeding
to any anticipated changes in
putation of the estimated
und.er construction or to be
cated upon an assumed u

'7/t/60
tion rate of not more than 90 per"

flNAIilCE 2I-l-4

IBIT B

TITNE ISSUANCE OF ADDITIONAT
BONDS

in additional Bonds in one or
of -.---.,..........--....- to house trp-

ts provicleil;

constructed from the proceeds of the
are made a part of the System and

as adclitional seeurity for the ad-
Bonds. (If Borrower is a private

a first mortgage on such faciiit.r,
tes tireleof. ")
iance l,ith all covetrants atrcl uncler-
of its Boncls therr outstanding, or
al.ilc flom the revenues of the Svs-

es of the facilit;,' or facilities to
of such additional Bonds 'w,hen

net levenues of facilities under con-
ture annual net revenues of the then

at least one ancl hundtedths
tlebt serviee requirements for

Bonds payable from the revenues
Bonds authorized or to be

average annual debt service require-
on the additional Bonds to be
such Bonds are to be serial or

the basis of the principal of, and
payable in approximately equal in-

future net revenlles of then existing
net income for the fucal year next

parity Bonds, as adjusted, if
of rates and charges to become

year, and after giving recognition
t expenses of the System. Com-

revenlles of the facility or facilities
or a,cquired shall be predi-
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EXHIBIT B (Paee 2)

TOAN DEYELOPINENT

cent. The computation of estimates shall be made by ---;.--'---."-'.'--'--'
of the Borrower and approved by its President and by its govern-

ing botly.

7./t/oo
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Section 5. Other Finonciol Conditions

FINANCE 2I.I-5

In some cases it is neccssary to incorporate in the Loan Agreement
certain additional special conditions to deal r,vith particular lroblemsor to strengtherr the protections afforded to the bond.-holder. For ex-
arnple, it is often clesirablc to detail the requirements of the rate resolu-
tion; to specify additional ctinditions prccetlent to disbursements of
loan funds; to provide for adoption of an annual budget of current
exp-enses; or to detail the understandings regarding a special revenue
pledge such as a pledge of cndowment fund income. Many of these
special conditions arc tailor-made to fit the individual circumstances
of the.loan. Others, such as provision for filing of annual budget and
provision for establishment of an Enclowment Fund Escroly Alccount,
have been standardizcd ancl are set forth below. Thc Agency's insurance
requirements are also outlincd belorv.

Adoption of on Annuql Budget of Current Expenses

This condition is designed to help the borrower follow proper finan-
cial practice, an essential element in good management. as rvill be
loteg, there are no severe restrictions imposed or ihe borrower in that
the bo*orver can spcnd more than it has budgeted for a current ex-
pense item upon rvritten certifieation to the Trristee that such expendi-
tures are xecc_ssary. whether this requirement rl.ill promote finincial
plan,ir,rg by the borrower or be regarded as a mattei of mere routine
will, oJ-course, I?_rI from borrowei to borrower. The ad.option of an
a-nnual budge-t r,vill be required only rvhen the financial analysis reveals
the lack of adequate financial managcment and bucrgetary 6ontrols.

Stondord longuoge

The Borro*'er covenants anil agrecs that on or before the first day
9f qrq! !,scal .y_ear- tluring u,hic[ any of the Boncls are outstandin(,it shall fiIe rvith the Truitec to be desig,ated in the rndenture andthe principal 

-unclerrwiter a Budget of 
"current n"p."... ur herein-

after dcfined for thc Project for tJrat fiscal year. Th; Borrower cove-
nants that the current Expcnses incurrerl in any year rvill noL exceedthe reasonable and necessary amount thereof "ard 

tt at ii wiII not
cxpend any amount or incu-r any obligations for maintenance, repair
and operations in excess of the amounts provided for cu*ent Ex-
penscs in the Annual Budget, except amounts payable from the,,Re-
pair..and.. Replaceme.t Reserve Account,, ancl except upon written
certification !y the Borrorver to the Trustee that such u*ip"rrr., *.r.
u-nanticipated and are necessary. Nothing in this section contained
shall limit the amount rvhich the Borrorver may expend for current
Expenses in any year provided any amount L*peoaea therefor in

6/15/61
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Pledge of Endowmenl lncome

In cases where a ploposed loan is to be secured, among other things,
by a pledg;e of endorvrnent fund income, the follo\'ving is the standard
language for the Special Condition:

The Bolror,r'er shall, prior to thc Government's release of any loan
funds hereunder, cleposit in an Endorvrnent Fund. Escrow Account
(hereinafter referued to as "Escrow Account") established- rvith the
trustee to be designated in the Incle,ture, in t.rst for th-e benefit of
the holders of the-Bonds, unrestricted. and unencumbered direct ob-

ligations, of, or obligations the principal of and interest on $'hich are
giarant,:ed by, the- IJlitecl States Government, or securities listed
5n the ltrew Yorh Stoch Exchange, yielding an annual income of not
less than $ , based on cliviclend and interest payments for the
last tr,velve-month period, and shall tnaintain securities in said Escrow
Account to provide an aggregate income of not less than $ "" "' " per
ycar. E*ceit cluring any period of de-fautt in the Borrorver's obli-
gations undtr the Inclcniure securiug the Ilonds, the B_orrower shall
tave the, right (1) to substitutc in the Eserow Account like securities
of equal m"art<etabitity and monetary valuc; -a"d (?) to rv-ithdraw
*."o"liti,,* from the Escrorv Account so long as the total annual income
from the securities remaining is not less than $ "" " ",,: PeI year, or
the maximum annual debt service on the outstanding Boncls during
the remreining life of the loan. At the close of each fiscal year, any
income ,,.*uii.irg in the Escrorv Account, ancl not needed to make the
transfers to the Eond and Intcrcst sinl<ing Fund Account and to the
Repair and Replacement Reserve Account as required above, may be

o*.a by the Borrower for any other lar'vful purpose'

exccss oll the Annua1 Butlget shall be obtaincd by the Borrower from
some sorlrce other than the revetrues of the Project and the Borrower
shall nob make ary reimbursernent therefor from I'roject Revenues.

lnsuronce Requiremenls

There are set forth in the standard. Terms and Conditions for CFA
Ioan programs ccrtain basic insurance requirements, to^ -protcct both
the Gbvcinment antl the borrotver against certain types of losses during
the periotL of the loan. In most cases thcse insuranc_e requirements
rvill be suificient, in that the borro.rver rvill have the financial means,

either in the forrn of insurance or otherlvise, to offset losses from insur-
able causes. In these cases there is no need to consider the matter of
insurance further.

In other cases, ho$'ever, the loss from a particular occurrence rytght
seriously impair'the abiliiy of the borrower to repay the loan' If,-in
trr" j"ag*."t of the analyst, the occurrence of a particulartyp_e_of risk
*ooia sleriously jeopardize the repayment of the loan, he should deter-
mine what aaaiiionat insurance coverage seems wamanted. in Iight of
the financial cond.ition of the bofforver and the nature of the risk, and.

2 5/15/67
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recommend. in the Financial Review Report that such additional insur-
ance be requirecl as a Special Condition of the Loan Agreement.

For loans involving gas distribution facilities ancl for any other loans
rvhere deemed nccessary, the follor,ving special condition should be
included in the Loan Agreement:

"Prior to the Government disbursing any portion of the loan pro-
ceeds, the Borrowcr shall prcsent satisfactory evidence that it can
procure the insurance requirecl on the completed project, as set forth
in Section of the Terms and Conditions constituting part of
this Loan Agreement. "
It is ernphasized that the financial sounclncss of a proposed. loan must

be deterrnined. on the basis of the security and the financial condition
of the applicant. fnsurance cannot be substituted for these basic factors.

35/15/51
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CHAPTER 2. CONSTRUCTION FINANCING

Section l. lnlerim Conslruclion Finoncing

GENERAT POI.ICY

It is the policy of CFA to encourage the bomor,r'er to plovi(le interim
financing'for pro,iect construction, until such tirnc as the plocceds of the
bonds are available, byuse of its onu futrcls or by tornporary financing
obtaiued from non-Goverrrment sources, x-henevcr such financing can
be obtainerl legally and on rcasonable ternrs.

This policy permits a bolrorver to start construction at the earliest
possible date, and allorvs the bond sale to be held rvhen thc project is
nearing completion. Bonds frequcntly find an appreciably better mar-
kct if offered for sale *.hen a project is substantially cornplcte thair
if offcred prior to the start of construction. This policy thereby im-
piements the Agency's general policy of encouraging rnaximum pri-
vatc partieipation in the permanent flnancing of Government-assistetl
projects.

It should be noted that interest costs dluing construction, regardless
of the source of construction funds, are eligible for inclusion in total
project cost. If the boroner uses its orvn funds, intercst will be per-
mitted at a rate comparable to that rvhich such funds tvould normally
procluce for the borron'er, but not to exceecl the inaxirnurn allou'able
intcrest cost as specified in this Section.

INTERIM CONSIRUCTION FINANCING PLAN

lnitiql Discussion with Borrower

At the first meeting rvith the borrou,er's lepreserrtatives in thc cle-
veloprncnt of the project, tlie Regional 0{fiee should iicquaint t}re bor-
rou,cr u'ith the policy on ilrterim construction financing, and arlviso the
borrorver of the necessity for developing a firnr plan for obtaining such
financilg. In the event that interim financing on the part of thc bor-
rower is forbidden by larv, this part of the procedure may be ignored
arrcl thc construction finarrccd by sale of tlie bonds or possibly by Gov-
crnment advances. I{orvever, "forbiddeir by law" means a positive
prolribition in the statutes-not merely an unlrillingness on the part
of the borrorver to obtain such financing, nor the fact that such pro-
ccdures have not been common in the past.

tt/5/b2 I
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Ststement of Finoncing PIon

In thc first discussion or correspondence follor,,ing loan approval,
the Regional Office'r,r,ill advise the boruot'er to submit its proposed ar-
langements for interim construction financing. If a loan from private
sources is contemplated, the borrorver should funrish a letter from the
prospective lender setting forth the interest rate ancl otht:r tertns ancl
conditions. If the borrorver plans to use its orvn futrds, it should fur-
rrish details regarding thc sources. amounts, ancl inteniled ir-rter:est
chargc.

To help borrowers obtain loans from outside sources, a Statcnrcnt ot
Intent wit-h, Respect to a College Housing Loan Agreent'ant, F,o,-m
CFA-525, or a Sta,tel)Lent of Intcnt tLtith Rcspcct to e.r, Pultli,c FcLcil,itgl
f,oan, F,orm CFA-725, rvill be forwarded with the Loan Agreement or
0ffer. The borrorver is authorized to deposit the Statement of Intent,
togetherrvith a copy of the Loan Agrecment, rvith any lending institu-
tion rvhen applying for a temporary loan to financi: constructiolr of the
project. This statement by the Government is not, of course, an unquaii-
fied pledge, since it is subject to compiiance by the borror'ver rvith the
terms and conditions of the Loan Agreement; hot'cyer, it attests to the
manifest intent of the Government to see thc project through to a satis-
factory conclusion.

lnobiliry to Obtoin lnlerim Conslruction Finoncing lrom Privote Sources

-u\side from the question of reasonable interest ratcs, cliscussetl belorv,
a borrower may state that it is unable to obtain an interim loan from
private sources, and request a bond aclt,ance or pulcltase. Such a
statement must bc justified in ordcr to be acceptable to the Rcgional
Office. Normally, justification l'ould consist of copies of letters fronr
at least three financial institutions u-hich make similar types of loans,
clearly indicating that:

(1) Thc borrorver has requestecl a loan.
(2) Thc cletails of the loan, and the Statement of Lrtent, \\:(il'e pr{'-

sented with the rcquest.
(3) The institution has refused to make thc loan.

lYhen inabiiity 1.o obtain privatc interirn constructiori finaricing has
bcen dernonstrated, it is the poiicy of CFA to make Govertrment ad-
vances in prcfercnce to early purchase of the bonds. Ilorvever, in cases
x,here tJre larv requires sale of the bonds prior to construction, the case
l,iII be handled in that manner. fn any event, it is the policy of CIIA
to avoiil partial purchases of bontl issues l,hcnever possible.

Allowoble Roles of lnterest

Normally the intcrest rate for interitr construction financing rvill
be considered acceptable if the interest cost does not exceecl the cur-
rent market rate of interest for quality short-term investnients, i.e., the
interest rate for primc commerical loans, u,hich is norv 4],/2 perct'iit.
Regional Offices l,ill be aclvised of any changes in this rate.

2 11 /6/62
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This policy should. not be construed to preclude any borrower from

Oif i#li'l3.::#'fi:",',"#l.olli'Jil%;'u"l:"#;1;11"'1"',ilT#lll"*'*';
the Regional Office.

Regionol Ofiice Approvol

Each proposed plan for interim construction financing must be re-
viewed and approvecl by the Regional Office prior to final action by the
borrower. The following eonditions must exist bcfore the Regional
Office can give its approval:

(1) A favorable preliminary approving opinion of bond counsel on
the validity of the proposed bonds must be submitted to the
Regional Office.

(2) The proposed interest cost of interim construction financing must
be acceptable.

(3) The borrower must furnish satisfactory evidence of the receipt
of firm bids showing that the project can be constructed rvithin
the approved estimated cost, and must also furnish evidence of
compliance with any other loan contlitions rvhich must be met
before funds may be disbursed. See Section 21-2-3, Requisition
of Funds.

GOVERNMENT ADVANCES

Ad.vances against the purchase of the bonds shoulil be made only
rvhen the borrorver has demonstrated its inability to obtain interim
construction financing elsewhere at an acceptable rate of interest, or
l'hen the borrower is legally forbidden to obtain such finaneing.

Advances must not exceed 75 percent of the approved loan. In
general, advances wiII be made in units of 25 percent, spaced so as to
enable the borrower to pay incumed costs as they come due.

Any advarrce is subject to the conditions precedent to disbursement
of funds as set forth in the Loan Agreetnent.

Procedures for the requisitioning and processing of advances are
given in Section 27-2-3.

MONIHTY REPORT ON INTERIM CONSTRUCTION FINANCING

Not later than the 10th day follorving the close of each month, the
Regional Office will submit to CFA a report on interim construction
fnancing approved during the month. The report will cover all cases
where private funds are used, includilg boruower's olrn funds, and
rvill also cover Government advances, but will not include bond pur-
chases. It will be submitted in duplicate on Form CFA-106, Monthly
Report on Construction Financing.

o
o

o
o
o
O

o
o
o
o

o
o
o
o
o
o
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Section 2. Aspecls of Conslruclion Finoncing

ESTABIISHMENT OF A CONSTRUCTION ACCOU}{T

Uncler the stanclard Terms and Conditions of each I-./oan Agrecment
(Section 12 of Form CFA-520 and Section 9 of Form CFA-720), the
borrower is rcquirecl to set up a Construction Account into rvhich it
must dcposit it,s participation, if any, in the project financing, the pro-
ceeds from any temporary loans, the proceeds from the sale of the
boncls (cxcept accrued interest payments) anc1, after the initial con-
tract arvard, such additional funds as may prove to be necessary to
assure the payment of ail costs of thc dcvclopment of thc project.

Thc Constructiorr Account must bc helcl with a bank which is a mem-
ber of the Federal Deposit Irrsurance Corporation or, if legally requirccl,
u,ith the fiscal agcncy of the borrorvcr fixed by law.

At the time the fully-cxecutcd college housing L.,oan Agreement or
the public facility loan Offer is transmittecl to the borroler, the Rc-
gional Officc should aclvisc thc borrower as follo'lvs:

(1) Funds in the Construction Account rnay be expended only for
such purposes, ancl u,ithin the rcspcctive totals thcrefor, as are
listerl in the latest approved Project Surnmary.

(2) C)hecks drarvn against the Construction Account rnust be signed
and countersigned by rcprcsentativcs of the borrower author-
ized to do so.

(3) Thc borros,er should keep at one place a1I bank statements, de-
posit slips, checks and relateil iuvoices rclating to the Construc-
tion Account, in order to facilitate audit.

INVESTMENT OF FUNDS IN CONSTRUCTION ACCOUNT

Wlien the funds on ileposit in tlc Construction Account excced. the
cstimated disburseurents for thc next three months, the borrot'er may
cleposit such exccss funds in time deposits in banl<s that arc members
of the Federal Deposit Insurance Corporation, or may invest such
funds in direct obligations of, or obligations the principal and interest
of u,hich are guarantced by, tlie Llnited Statcs, rvhich r,vill mature, or
u.hich are subject to retlcmption by the holder at the option of such
holcler, not later than 18 months after thc date of such investment.
The eanrings from any such dcposits or invcstmctrts must be dcposited
in the Clonstruction Account by the borros'er.

The provisions of the abovc partrgraph are coutaincd in the respec-
tivc standarcl Tcrms atrcl Contlitions fol Iroan Agreements, in Scction 12
of Forrn CFA-520 aIrcl Sectiou 9 of l'orrn CFA-720.

6/15/51 t
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DISPOSIIION OF SURPTUS FUNDS IN CONSTRUCTION ACCOUNT

A CFA loan must not exceed thc cost of the project. Thercfore, un-
less all the bonds are sold to private bidder:s, the Regional Office must
ascertain that any balancc remaining irr the Construction Account upon
completion of the project is rlisposed of in accordance with the Loan
Agreement.

The <letailed proceclures for closing out the Construction Account
arc given in Chapter 22-1.

REVISIONS OF ESIIMATED TOTAT PROJECT COSIS

After loan approval, in the cvent of a change in the project, or where
the prices and costs at thc time of construction contract differ from
those prevailing at the time of loan approval, the total amount of con-
struction contract bids may be less than or may exceed the approved
estirnate of construction cost. Where there is to be a revision of esti-
mated total project cost, the Regiontrl Office x,iil prepare Form CFA-
705, Reuiserl Projcct StLmntarll, to rccord the revised estimated total
project cost, the revised mcthod of financing, antl any change in loan
amount. Processirrg of the changes will follow the procedures in
Section 2-4 oy 4-4. An Amendatory Iroan Agreement r,vill bc prepared
only if there is a changc in the loan amount.

When an overrrln or underrun of total project eosts occurs, the
Regional Office u.i[ obscrve the following.

tinoncing of Proiect Overruns

No l,oon lncreose

If the total of construction contract bids excceds the approved esti-
mate of construction cost and thc borrower intentls to finance the
overrrun from its orvn funds, the borrower shoulcl be requested. to
furnish a rvritten lettcr or statemcnt alfrrming its intention to finance
the overrun from its orvn funds. If such funds are to be borrowed, an
appropriate supplemental financial analysis shoulcl be prepared. Upon
receipt of thc borrolcr's letter or staternent, and after completion of
any supplemental financial analysis that rnay be nccessary, the Regional
Oflicc will, if it so determines, transmit a letter to the borrower con-
firming the understanding that the borrot er will furnish the aclditional
funds to finance the overrurr.

lnvolving Loon lncrease

\Yhen an unanticiptrted. overrun occurs and the borrower has no
funds of its own to finance the overrun, ari increase in the loan may be
approved. Tlic rcqlest for an increasc rvill be rcviewcd in thc same
manncr as an original elpplication, anrl approval grantcd only if the
applicant's financial conclition and the project estimates so warrant.
2 6/t5/et
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tinoncing of Proiecl Underruns

No Loon Decrease

If the total amount of contract a\4'ards is less than the approveal

o ::I#ff:#,T#HI;til1,1",i'Jh3;'1"i',1#:l*#::T:tl l"'?i:*#;3
construction cost amount. However, moneys returnable to the borrower
undcr the contingent participation special conclition may be returnedo :"*1,'"::x:n:r#**ml :rmil:":#lii'"'.iil:,11'#J*"1#tl:T

lnvolving o Loon Decreose

If the total amount of approvecl construction contract awarils for
any project is 10 pcrcent or more under the approved estimate of con-
struction cost, thJEngineering Staff rvill prepare a revisecl estimate of
project costs to ascertain r,r'hat Fedcral funds can be recovered and
made available for reallotrnent to othcr projccts.

The revised cost estimate should provide for a construction con-
tingency allorvance of 5 perccnt of the construction contract amount
ara tne estimate for othei items should be rechecked to ascertain that
the project will be completed''rvithir'' the funds provid'ed' 'Ihe reviscd
cost-estimate should" be discussed rvith the borrower and the Regional
Office report should clearly indicate the borrower's concurrence in the
revised methotl of financing and related proposed changes, if any, in
the provisions of the Loan Agrecment.
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CONSTRUCIION TINANCING

Secfion 3. Requisition of Funds

FINANCE 2t-2-3

SUBMISSIONS BY BOR,R,OWER

Each requisition for bond purchase or Government advance will be
made on Form ctr'A-300, rlequisition und, youch,er 

f or Bonct purchase
or Ad,uance (Exhibit A), and supportecl by the foilowing:

(1) For,i cI'A-301, calculat'ion of l{et Amotcnt Due for Boncl pur-
chase (Exhibit B).

(2) Forrn CFA-302, llorrower,s Btatetnant Regard,,tng lts ltinanciat
C onclition, (Exhibit C).

(3) Form CI.A-303, Attorney,s Cert,ifi,cate Concerning Funcls, per_
mtts, ancl Liti,gution (Exh.ibit D).

(4) Forrn CFA-304, DeTtository Ba*k Acceptance ancl Confi,rmat,ion,
stotentent (Exhibit E), to be submitted rvith the first requisition
onl1.. If by' law a depository other than a member bant of the
Federal Deposit Insurance Corporation must be used, an ex_
pla,atory certificate executed by an authorized officer of the bor-
rower should be substituted for }.orm CFA-804.

(5) Form CFA-300A, Reqttisit,iott for Gouernment AcJuance (Ex_
hibit F), required only in connection with an advance.

(6) Alt docurnents, certifications, reports and other data required
in satisfaction of, or as evid.ence of satisfaction of, Loan Agree-
ment conditions precedent to the disbursement of iunds.

Form cFA-301 will be submitted in tripricate, the other forms listedin original onl1,. The Regional office wiil retain the original of each
form ancl *'ill send a copy of Form cFA-801, after payrierrf i. -ude,to the Field Engineer and to the Auclit Division.

INTEREST RATES ON GOVEN,NMENT ADVANGES

_ The interest charged on Government advances against a loan will be
the same rate as that carried by the bonds them*6lr"r. rf the bonds
carry more than one interest rate, the follo.wing procedures wiII be
followed.

Gollege Houelng Loonr

when more than one interest rate is applicabre to the bonds, the
advance rvill be first charged against the block of bonds camying the
highest interest rate. Tf the advanee, or subsequent advancesj exceeds
the amount of the blocl< of bonds carrving the highest interest rate,
the balance of the advance will be charged againstlhe block carrying
the next highest interest rate, and so on.
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Public Focility loons

Advarices will first be macle against any general obligation bonrls to

be iss*ec1. If advances in exeeis of the amount of such bonils are

"..a.1i, 
if,. excess wiil be macle against the other types of securities.

tvi,,,r, irr.".u*o* in the loan have resulted iu tu'o or more interest rates

fnr- it " 
shme type of bortls, aclvances r,viil be ,rade fi.rst against those

fr"",i, pr""ia.,i^tu" i, the original ;oa* 
^greenent. 

Subsequent ac1-

t,ances rvill be nlirde against siibseq*e.t bo,ds in the sequence in whicl
the blocks of bonrls rve*re e'stablished" by amendruent to the Iroan Agree-

ment.

PROCESSING OF REQUISTTIONS TOR FUNDS

The Assistant to the Regional Directol is responsible for coorclina-

ti"g. if"gional Office op"roiiorr. associatecl with clisburserient of loan

f"""a.. i\rt., a b.rroiver inclicates that it plans to requisition fuurls,

the r\ssisttrnt to the llegional Director rvill arr4nge for. transmission

"i1ir.-"ppr"priate 
f.,rn i, rvith instructio,,s regariling their cornpletion.

fi i. or.rJt.1, aclvantageous for the Regional Offrce to fill in certain parts
,"i lfro fornis prior to sencli,g theiir io the bo,ro'r,et:. Form CII'A-301,

Coi"rinf;rn oi Xrt Antottntbtte for Bon4 I'u,rc1a.sc, should normally

n.'.ntitpf .t.rl in the Ilegional Oflice and-the borrower requested' to re-

,i..u urra siqn if it coniu"s. If this is donc, then the amourrts shorvn

;" tn. i".- it po"," CIIA-300, Reqrtisi,tion antl Voncher f or Boncl Pa11-

tnen,t rtr Atluance, should also be fiIled irl'

LIpon receipt of the borroler's subtuissioD, the Assistant to the lte-

gi;;i nlr..tor rvill ascer:tain that all necessary documents-have been

;;;^.n"al, ancl rvill then r..te the tloc.rlents to the technical staffs for
revielvanclreconrnr.,antio"..Thetechrricalstaffswillsignifytheir
;;;;;;;i;;r:;;;;].ti;'; nt tr'" reve,se side or Form cFA-300' Reqtti-

ilito" o"a Youchir f or Bond' Paym'ent or Aduancu

Uncler the terms ancl conditions of the froan Agreemeut,- the bor-

,owerhasagreetltomeetcertainengineering.financialandlegalpre-

"uq,i;.it.* 
prior to any disbursement of loan funds by the Government'

Saiisfaction of these prerequisites must be evidenced by' am-ong other

;;i"g.; lh. bor"owert submission of the' required for-ms' documents

urra]ruport, before or at the time of the requisition. These rvill be re-

.,ieweciby the responsible liegional Office staffs'

IJpon completiorr of ret,ie$, arrcl approval hy the technical staffs, the

tssistant to itre ttegional Director rrili sign the Form CFA-300 ancl for-

rvarcl the ao.omerts lo the Regional Director for approval-^ They rviil

then be forwarcled to the Adiinistrative Branch for certification and

processing for PaYment.

2
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EXHIBIT A

IOL]SiNC IND NOME FINANCE ACENCY
COTI\1UN11'Y ITACILITIES ADTIINISTN TION

RE.JUISITION A}ID VOUCIIER FOR BOND PAYMENT OR ADVANCE

VOUCHER

THE UNITED STiTES, DR

P. O. nJaress of Bonowei

FOR COYIRIiIIENT ASE AILY

D.O. Vouchcr No. 

-=--

(Fat or. al Pclinc Aiii..)

Prcid i{o

ReqlisIrLD )io.

Dale of Reluisili.i

Arounl of Rcouii{ron

To lroviJe luiJr for ltre lrojd fi..ritjed by rle .bo!e projed ,Mbe, and dcs$ibed in tI. Loo Agre.iient bet*eeo tlre
Bc!rover inJ lhe tlnilcd S6tcs d An$ica app.nainina rtrct.to, the .ftcunt ol
lle.ccurd t[erlst, if 3ny), is r€que:led u.dc! such agiecoerr tor eid i, beh.]t of the tsorower.

A boiJ or lcnCs evidercing lhc Bcirore/s ouigatio, i! rhe aBou.n ol S eill:e reril for i.-
lilery on__-'.- 19- , in accoiCrlce $ith rhe r.ris of said Lo.n Agrecnert.

of rh. arounr ,eceived pusu.nt to rhis r.quisjrion, rhe
of lle boiJs silt be ?l.ced in a Constructio. lccourt ir rie

suB of s -Lnriij thJ !r.'.jri !l

wiu bo uscd oilv for said lrojecr in sccordarce wili rr. provjsions of said Loi:n AE,e.:rerr ani thesu., if iny, or s _*
acc:ued irter.st oi tI. Lc.Cs witl bc d.posiled ii rte Bc.d ad Is!e..srSi!lin! Fud ro be nainain.d !ilh tle Trustec or or[.r desjgnatd deporitory.

C}:RI'FTJATE OF PUKPOSIi

l he Proce._dE of th. bords covoad hy this rcqdsitio. de ro be crperdd Iot lne cosl iteDs ind {jtNi tbe resDe:irc 2:.r*rthcr.:., 3s sh.sD b.lcr, subjcct to such clantes as hiy }ereltter be 6trproved by rhe pu.Ia.;r:

P,elininoy elp.rse ..........,..$
Llnd ad riEhfolway..
Conskuctio,
Archilccturrl. er8i!.eeilr4 sLdi(es.,,..,,..,..,.,,,.....
Legal and 6dninjstlativ. .xpense ......,.....,.......,..
Inlcrest during conskucli
iioveJblc cquiphenr (Scirools and pFL only)..... .........
covernniem inspection and itdit.....,..............,..,.
Project corriDsency....

Totd i?ploved project con esriE.te.

Thecheck Ior this FyBed shll be drapn paySte torhe o.der of

Dd€- lq _
(siada. o! /ubi..d Ollt*t ol Enou.t)

Il rp. d pi,t tud ol.itni^t OIli..A
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CONSIRUCIION HNANCING2l-2-3 FINANCE

EXHIBIT A (Pogo 2)

REQUI5ITICN A}ID VOUCHER FOR EOND PAYI1ENT OR AOYINCE
Regioel Office Recommendations and Authorizition

I Iave leviewed and find satisfactory the conFact documcnls and related repons and recolds requned of lhe Boroqer by the

r€quircd Loar Agre6cdt. h my opinion rie Borcper has evidenced that the Piojed c.n be construcled *ithin the dPproved esti
6a!ed cost !he!eof. I thercfole rccoEnend approval of the .equtsliion.

Date
lc h t. L L nttn.. ar E s tul ! )

I havc reviewed the financial statements of lhe Boroyer and am of the opinion tht there has be.tr no slbstanti.l advelse

change &on riat here{otore represented to th€ Govelnnent. Tne Bouower has salisfactotily evidenced its ability to Ptovide as

.ppr;priate (1) rhe movcable equjphent and furnishjnss requned for &e operation ol the Project and (2) such luids as are neces'

siry with the loan p.oceeds to assue comPlctiotr of the Ptoject. I theielore iecohmend aPProv.l of the requisition.

Date BY (cLil, fitu^ce stalJ)

I ceilify rhar this reqotsilior and the d@uhentary €viderce requred u.der the atorcsaid Loan ASteement hale been examined,

found satislactory, and filcd in rhe recolds of the tsousin8 and Hohe Firance Ag€ncy. In tuy opinion, the Boilo*er has iulliued all
corditions preceded to paying the aEosnt leqdsitioned. I therefore recohmend aPProval of the requisition.

Date By

of the fore8oing reviees and recomDendatloDs, LecoE6end approval of the requisition ln tbe

Date By
lAsshtant to th. R.Eio^oL Dn.ctoa

Requisition ln tie suD of

Date BY

ACCOUNTING CLASSIFICATION

O.O. SYMBOL DESCRIPTION AIOUNT

n 86 X 4058 Collese Housing Loans, Office ol tho Ad6inlstrato!,
Housing and Home Fila.ce Agency . ....,....,. '........

fl 86 X 4234 Public Facility Loans, Ofice oI tle Administtdot,
Housing and HoEe Fharce Agercy ' . . '. . . . . . . .. . . . . . . . . . s

Pald by Ch*l No. 

--_ 

datsd 

-- 

, l9-, oo tb Treasurcr of tie Udted States

torS--,l favo!of

Tlrl@
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EXHIBIT B
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Xc.

:.1-1Gr ?.qJititi.L 

-

fiOUSINC ND flW; IIXANCE /.CEXTY

COMML'NITY FACIIJI'IEi IDMTNISTRiTIO]I

crLcuLrTtcr 0r tET Ai{i}ut{T DtiE
F0fi 60xD FURCxISE

CcLculctioD of ocEt du. to
(r... .! .otr...t .r tt

s.--_..-

PriEcipai Gast of bcnds b6iug puchu.d

cron! @ht due borromr

lkt @oet ds borlotor bY Govon*nt

lSt.,.t.r. .t r.il.7i,.i l.tr!!'nr!!:rr
c1 t.tt.r.tt

Idd: n .rued irterost boiry Puchdod,
lrot 

-- 

to 

-

ot----76 lt6a t.r a.,i.)

DHIEI @st dE CnveEaeEt Ly borrorer
for Io@ odY@cc! Hdo purluot to

PriEciFdl @st of loo odY6@r

Totol @ut dw Covermnt bY borrorer
or 16 6dv6ca

r!dd: .{.cru.d lEt.rott b.iog poi.d on

lo qlvoccr to 
-----dt................_ X (3t5 /., b..1,t

11 /13/63
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EXHIBIT C

Po6.DDrot.a
!.rr.t !rr..t lo. 6!-l!!t

cr}rt
(r{21

CO'}'INITY FACI LITI ES  DMINISTIITISI

BORNOFERTS STATEIiENT REGARDIHG TTS.TINANCIAL CONDITION

In aonnactloD rtth the roaullltlon ol
(C.. r.,.1. t... . t a. ? r...r,

drted ...............-..........-toa ]orn lunda pursu.lt to tha Loa!

l.ree!.nt coveltn8 the tollortn3 d't' (ruDDortrd b, tt!- tP..i..t t..)
rttsch.d lrtest fin.nclil stet.hent6) .ut6irlzts th6 !ln.nclrl condltloo ot

tbe Borrorrr.
ttTH lPaLtcAtlol trTtsr llslL ttll

1l- !9-
86lanc. SA..t'

fotal lllet!
totrl Llrbllltl.!
60rrlus (o! d.tlctt)

C!.r.nl Funel: I^corc & ErP.nditar.t
Orort BecelDt!
Gto!! Etpeadltur.a
l,lot tncoDe (or lola)

Endootcnt Fands, tf onY'
?otal V.lue
l{at tnaor.

Lo.^r
tho!t-ter! loin! (!trd.r l r.rr)
Lo!3-trn loa!!, tortSaSaa I bond!

t h.r.b, c!rt!t, th.t therc l! no delsult ot rrlnclD.l or lnt.r..t o! l!,

outrtrndira !Ddsbtad!!ll ol
ld.r...t. t... . t r. r ?... t I

crcaDt r! lollotl:

D.t a B,

rltl.

lr.,licrbl. ll lottoY.r t. . D[!.1!.1 aor.th.rt'

Pr.vlour Edttlo!r Obrolcta

o
o
o
o
o
o
o

11 /13/53
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EXHTBIT D

a
o
o
o
o
o
o

xou3txc 
^ND 

xoHf rnlrcE lcExcY
corsxl?t F^clLtTrEs DuNBaaAnor

AfIORNEY's CENTIFICATE CONCERNIIIC FUNOS,
PERlilT5, Ar{D LITtOAT|ON

Proj*t No. 

-

No.

Ddr

Rcl.tcd R.quisitioa

t L6eby cent(y thd I eo lba duly .ppoiat.d sod adlog AttonEy ld th. B6der @reC sSove; that all neessery
aUhorlzstions, permiti. llceB6, cedlficotes, aod othet tppwalg oI F.dcEl, Stete, couily. aod nudlcip:l luihclities
tor tb€ constradlon, .q(poed, operdlon and @ld.B@ of tha Pro.i4t ldart(ied above and destibed in th€ agre*
hed epFi!.iniog rherelo beiy4n the BoFoser ord the Uoited Statea o{ Amaica hnv6 b*n obtained; that th€ Borowd
ha coDserccd or conpleted preecdiogs epprcpri*e to obtai. lunds ehich By bc ed lawfu.lly tc p.y in tCl the cost
o{ seid proied, irclding tho equlsitloo of tee3saty leads, es*Eeds, fmehiles, .nd tlShs-ol-way te.sirry for
the aoGtrdioa, operatioo, anal naidcence of said projd; and th.t e litiSarioo o(.n, natue is now Pcodi4 at
tlreatareil, .ithc, ln State or Federa! coMs, to e$ni! o. alioln ln roy eay 3.id prcret, :ts constructio5, G{uiPr€d,
mid@nca, operatioo, or filaiclng, o! io any Eamci quaitionitg lha.ubdily o( lhe Borcwci lo Iimo.c, codird,
equlp, D..!il6ii ard op4letf $id praject.

Otp. N@ of ,aan t)

11 /13/53
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EXHIBIT E

cFFro.

HO!Slle AND HOilLl flElN(lIi /iCi:liCY
co!11ltNiTY sAcii,lTi!s 1D!ritt:if nlTiat

D!P0SITSRY 3AX( ACCEpTAtTCI Ar0 CoflFtnllATtofi
STATIi.ti:iT

Project i-o.___

Ilclincd ileluisirioni

No

Dte

l. \i'e1,ri:.c.efif:ostimetotihe,fordepoil,moniesoftheBoft.rwernaoedatroveforJeiiryinsrlc.ostcilt,j
t,ojc.t i.:erljlj.d tlJove, and wil! at all tin:3 leep such 6oni.s in a separ.te occolnt or sccourts dssir,nal{ri

ll. 1le *irl, ls.dels. tliat .s of the dite oi rhc Slatement the Il.ftower namcd ab.,ve has deoosired

$ i.lo the nbore-named ac.ount or iccounts.

This b.nk is a nemhcr cf tL. redcral Detosit lnsu!ance Cornoratioi.

t,.tpordte Aiau ol ttdnk

5ttilotuc o! 4utho.i..d Ollic.t
BY

boiro?.r's padicipstion ir the projct in eccDrdance with rhe relms of the Loan Agrechent.
ol the amount shorvn qlrove lcprss.ds tle

Ctr}iT;FICAT: OT BORROWER

Ihis is lo cediiy tiat

11 /13/63



CONSTRUCTION FINANCING FINANCE 2I-2.3

cl16l
( 10-60)

EXHIBIT F

l.

Nd.

kl.d----.----._

,ousllic aro tors Illancl rclicl
COIIIIUNIIY TACILIii0A,'rDtlIXI6f1L?ION

REQUtSlTlc!i FcR 00vERllttEHT ADVAI{CE

'Io Fr.Yids fund, for iho P5j!1t lJrntlfiad lY t!o
deicrihcd j-a the dgroonsrt bot,orr tho Eorrrror 6nd tho

behcif cf ths 3or!oror. The Borrcs;r i! undbI6 tc obtoi
..n-CoL €r nhent

It i! und.r.tocd tId! bond! oqdln.t thich thl. sdvcico 1i rr t' coc' !llI b'

Lc nurbarel .--- !hrouqh ----=-.

llrP..? l'\|'t "")
p!o6rr.t jilcunbont of tl," Oflf"* n! th. Eorr.t!; i'l.it!ilrJ by th' tttlc rct forth
'*ilor ay o:.E"cturo; (b) I ou duir aathtr!€td, 1n srcl c{PccltY la tr('utt tLrn

cortlfligic irr sud 1e bolqLl of lsid 36r!c?6r: (u) tho udruncc !'ttot?: rgqul!!-
tlo..d j.r iocos!a:y.:.rlediatrLy to provld. fund.,er said prtretli (d) 

"itl 
(J'

vsDco l' !cqu.!slti.nod by tht Enrrocor lrCtr snd in ritc'rridaco tith tlo P:oel'
rlonr o( oairl Loua Agrconolt; lo) Cur :o elrc)Ettqncc' b'';cad tht cotr!ru1 of thr

Eorror.t tLs obligctloDc Itic!ibtd obova cannot !s Crlrrorrd to tho UIrlto'l gtutt'

.f'fu.ii..,, on or iofo.o t):a 6u'd!ry oI thr adtonca l:,r.ir r'qu!tlt'icno'i; ({' th'
'iiorrcr.r aciD.-Eltdger ony' ogrorr tlst !ho nokllg of ury dd"(rct !e:j'r t!lt Roqljl'
illlo! shsli nol lr oiy tc.a r.6slt ia oay ralvoi of arrv of tlr r111":r' FatGts c(

Frlv1l.9.! of tbc Untt;d Stott. nf AD.ricd 3!cor 
'srd 

L'!n Agr'asoot or ar'v 'ldri
ig) th"-od"onco her.16 r€qiljtltiona* hoa not b6en lscludoti or covrrcd' Ie ehgle
ci La port, ln ony oth.r cioiD qrProv.d or Pdld Ly ti. UiI!6d stattr of X'Earicdr

aad (hl oIf crrdtitoar Prtc.dont to tltt lolr:!t of Etl, cCYsrci ltrporo:l uPoD 
'dld

Eo!rorrr uid.r rdld Lodn tr-irooE.nt havc brcn Julfltlod tsd Po!fo!!aa'

r9-Dltor

sppertcr!,j.g tlorsto. tho snoilnt of $

oent! ier d..ruod intero6t i, qnt). li r€quortod und.r

cgnTrrrcal{ 6r a0YA$cE l0llHSl B0xDs

(Jiar.frr. cl Adt\r.t..d 0llt.4.t

Such Loadu qqqr,:idtlxq 1r

do Lorshy carti.fy thqtl (.r) ! cs thr

lltl.: 

--

rocdy for d.liY.ry on oi brloro
d6ou4t S ----- 3t.Ii

.Jrv. ptoj6ct trubb@r dnd
UDiiod 5tatoE cf lFirlco

'i!h 
dpproFrirto ddJurt'

6!ch dg..,ctrent for dud in
5 !ntori$ fin(nctnq fto'

1t/13/63
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CHAPTER 3. BOND ISSUE PROCEDURES

Section I. Preliminory Aclions

Upon execution of the Loan Agreement, a letter will be prepared
notifying the borrower to submit for approval the name of its proposed
bond counsel, its proposed trustee, and proposed paying agents or
depository banks.

The bouower should be advised that "bond counsel" means either a
Iarv firm or individ.ual lawyer, other than the borrower's regular counsel,
thoroughly experienced in the flnancing of construction projects by the
issuance of bonds, and whose approving opinions have a marketability
factor by reason of having previously been accepted by investment deal-
ers, banks and insurance companies. Where the borrower is a public
institution or agency, it is essential that the proposed bond counsel be
experiencetl in t]re municipal bond field. Where the borrower is a private
institution, it wiII be sufficient if the proposed bond counsel is experi-
enceil in the issuance of private corporate bonds.

The proposed trustee must be a banking corporation organized and
doing business under the lalvs of the United States or the State in which
the borrorver is situated, and be authorized under such laws to exercise
corporate trust po'r'vers. It must have a combined capital and surplus of
a,t least $1,000,000 and must be subject to supervision or examination
by Federal or State authority.

The borrorver must submit for approval the names of the proposed
paying agent and of an alternate paying agent situated in the Borough
of Manhattan, New York, Nerv Yorl<. Ilorvever, a New York paying
agent will not be mandatory on loans of less than $100,000 or where
State law does not permit. Paying agents and depository banks rnust be
banking corporations organized and doing business under the larvs of
the United States or the State in r,vhich the borrower is situated. and
must be a member of the Federal Deposit fnsurance Corporntion.

Follorving approval of the proposed bonrl counsel, as specified belorv,
the Legal Division lr'ill aclvise bond counsel of HIIFA's recluirements
and. procedures, including bond specifications, conformity u'ith Loan
Agreement, use of single bond if applicable, and use of the standarrl
indenture if applicable. Three copies of In,f ormation for Bond Couttsel,
Parts 1 ancl 2, Form CFA-311, r,r,ill be enclosed. If use of the standard
indenture is applicable, five copies each of Forms CFA-308, 309 and 310
rvill also be enclosed. A copy of the letter to bond counsel, two copies of
Inf orm,ation f or Bond, Connscl, and trvo copies each of Forms CFA-308,
309 and 310 if applicable,'ivill be sent to the borrower.

The Legal Division is responsible for the Regional Of6ce operations
lrith respect to bond proceedings. On matters relating solely to boncl
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2I.3-I FINANCE BOND ISSUE PROCEDURES

procL,edirlgs the Legal Division may contact the borrorver and its bond
counsc.l directly, but the Assistant to the Regional Director should be
adviscd of each contact by copies of letters or otherrvise. Copies of
correspondence betrveen the Legal Division and bond counsel nonnally
rvill be furI ished. to the borrorver, but the Legai Division may make
exceptions rryhen it deems such action advisable.

APPROVAT OF BOND COUNSET

The letter to the borro\\rer approvirrg bond counsel should be signed
by the Regional Director I however, the Regional Director rT'iII not
appro\:e any bond counsel rrot accepttible to the Regional Counsel.

\Yhere the bollorvcr rvishes to use a bond counsel who has previously
renclered opinions in corurection rvith HIIFA programs, ancl r'vith tt'hom
the Agency has liad strtisfactory experience, the Regional Office may
approve the bond counsel s,ithont further review.

If a borrorver proposes a bontl counsel to whom a warning of dis-
approval l as given because of unsatisfactory performance on a previous
case (see Section 27-3-2), the Regional Counsel will review the matter
to determine rvhether there are grounds for believing that bond coun-
sel's perfornrarlce r.vould improve to a point rvarranting re-approval.
Urrlcss it appears reasonable to anticipate such improvement, the matter
rvill be referrccl to the Chief Counsel, CFA, who wiII advise the Regional
Oounsel and Regional Director on the x,ithholding of the approval.

If the borron'errvishes to use a bond. counsel rvith rvhom IIHFA has
had no previous experience, the proposed bond counsel must furnish a
letter outlining the experience of the flrm or individual in connection
u,ith the issuance of bonds, and containing a list of the issues on u'hich
the courrsel has issuecl approving opinions, rvith the names of the pur-
chasers and the amounts thereof. This information u,iII be submitted
to the Chief Counsel, CFA, 'lvith the recornmendatiorr of the Regional
Office for approval or disapproval.

If the proposed bond counsel has not previously issued approving
opiniorrs in connection t,ith any bond issues, the borrower should usually
be requesteil to select another bond counsel. Hou'ever, if upon revierv
it appears to the Regional O{Iice t}at the extent and duration of the
experience of thc proposcd boncl counsel in the financing of public or
private coirstruction projects l'oultl justify approval, the Regional Office
shoulrl subrnit its lecornmenclation to the Chief Counsel, CFA, for de-
cisioir. Thc rccomureudation should be accompanied by letters from
inr.estnrent dcalers, batrlis, aittl insurance companies to the effect tliat
they rvoultl acccpt couirscl's appror,ing opinion on bond issues.

APPROVAT OF TRUSTEE, PAYING AGENTS, AND DEPOSITORY BANKS

Tire Ilcgional Director should determine that the proposed trustce
is tiutJiorizcd to act as a trustee ancl is cumently performirrg such func-
tions. 'l'r'ustce fees antl charges are subject to appror,al by the Regional
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Offrce, upon a determination that the specified compensation is reason-
able and is substantially in line with the fees and charges being paitl
for similar functions.

Approval of proposed. paying agents and depository banks requires
merely evidence that the institution meets the required criteria. The
Regional Office should determine that an alternate New Yorli paying
agent has been named l,hen required, and that proposed arrange-
ments pror,ide for the use of any paying agents or custodians required
by law.

3a/12/5s



BOND ISSUE PROCEDURES HNANCE 2r-3-2

Section 2. Bond Trqnscript Proceedings

BOND TRANSCRIPT DOCUMENTS

Preparation of the bond trarrscript docunrents is the lesponsibility
of the borroner acting in concelt r'vith its bond cottnsel. Ordinarily the
bond transcript will include, but is uot necessarill' lirnitccl to, tire follo'rv-
ing docnments:

(1) Complcte Chalter or Alticles of lncor'poratiou of thc borrorver,
ccltifiecl by' the appropriate prrblic officiaI.

(2) Cornpkrte copl- of thc borloll.sv'5 [1,-]2q,s, certified b1'1he Secrc-
tary of the borrov,er.

(3) General Int-tttnbcncr. ['ertificate shorritrg tht' rnernlrership of the
5orr,6rl,rrr''s gor.et'ning' boci.i- duriirg the per:iocl I'hen bond pro-
ceetlings rvele tal<etr arrrl tlti: cut'retrt membership, the rtames of
all sr.rch rnembers, the rlates of the beginuirrg arrd errclirrg of their
tellrs of officc; arr11 similar informatioir respi:cting thc currertt
officcrs of the bolrorver'.

(:l) Certified excerpts fr:oru the rnintttes of all mcetings of the bor-
lorver's governing lrot11' at n'irich actiou u,as tal<en iu eonnectiou
l'ith tirc luthorizatiorr aircl issrrance of the lronds. These ex-
cerpts should indicate the clate ancl time ofl the neetirlg; whether
it u-as a regrllar rncetirrg properll'called, or: a special meeting
u,ith ploper notice and acceptauce ; t-he names of the rnembers
plesent ancl absent; au<l the actual vote on all rnattels pertain-
ing to the authorization aircl issuance of the bonds.

(i) Certified copies of docurncnts evidencirrg that tlie borrotver has
cornplied frrlll' s,ith all the statul,or.v requirernerts iucitlent to
the calling and holdiug oli a liar.orable bond election, if such au
electi<ln is necessarf iu connectiorr rvith boncl issuance.

((i) Certified eopies of tlre rcsolutions or oldiuarrccs acted ulton at
snch meetings, coveliug thc type of actions iuclur'led in (-1) ancl
(i) above, such as thc borrcl alrtholizing resolution or ordinance,
aud the parietal rulc antl rate resolution if applicable.

(7) Clertifiecl copl'of the folnr of tlust indentule2 as appror,crl by
the borrox,er's govenring bocly.

(8) Fully executecl copl- of the trust indenture, as lecorded.
(9) Allidavit of publication of Notice ofl Salo.

(10) Abstlact or cei'tificate of title, or title insulance. In the case of
public borrol-trs, a title opiniorr by tr local attornev l.hose title
opinions are geuerally, acceptablc by local lent'lirrg institutions.
'f itlc eviclence must be brought clorvrr to closing' date.

(11) Certifiecl srirvey rnap.
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(12) Certificate of the architect or cngineer that ploject facilities are
lvholly l,ithin thc bouudalies of the project site as clescribed in
the title evidence.

(13) Specinicn boird, incluclilg appurtcuarrt coullons, if an;,.
(14) Attorncy's rro-litigation certificate.
(1ir) The errstomarr. closing cloclrments, includirrg:

(a) Signatrire and no-litigatiou certificate, 'nhich shoulcl also
iuclude a staternent colerinq tinv change, or absence of a
change, in the Charter and B;--larvs since the date of the
pr:ior certification.

(b) Financial certificiitc slrol'irrg rro atlr,crsc change in the
boLrorvel's firrancial corrdition since apploval of the loan.

(c) Certificatc of cleliverp' aud pay'ment.
(cl) Signature certificate rvith respect to the officel of the

Trustee u,ho authenticated the boncls.
(e) Receipt for bonds.
(f) Itrvidence of tr'edclal Docrrrnentarl, 'I'ax Starnps purchase

anil cancellation.
(g) Itegisttatiorr (rc'r'tifica1 r,, ili legistc,r'ct1 Ironcl is 1.o be cle-

liverccl.
(h) Erridcnce of clestrrlctitin of rnatured coupons, or' lcrgend on

registeled boud.
(16) Final apploving olrirrion of boncl counsel.

The final approving opinion nmst iuclu<le a provision that thc
bonds anil the boirrl transcriJrt rloeurncnts cornpll, rvith the
provisions of. the Loarr Agreement betwecrr the bolrorvcr aucl the
Government.

REVIEW OF BOND TRANSCEIPT DOCUMENTS

'Ihe Rcgiorral Office rvill levien preliminary r:lraft bond tr:anscript
rlocuments onl.y whcrr the Iicgional Couirsel determines tl.rat sueh action
is nccessar'1. becauso of :

(1) Ilond counscl's inexporierrce u'ith the t1'pe of boucl beiug issuetl,
or u,ith Cl,'A's leryrrir:emcnts, or

(2) Prior ttnsatisfacton' expcrience u,ith lrorrrl courrscl not sufficient
to justifl' requestiirg tho bon'orver to select anotlrer.

Ttr celtairr othel inslances, the coinplcxit;. of thc boticl issue llal't'e-
rluile that thc Legal Rraneh tonsult t,ith the bond <rounse,l on those
aspects of borrcl preparatiou rvirich present special ploblems.l

When it is detcrririnr:rl that bond trauscript rlocuments are to be re-
vieu'ed in pleliminar"l' draft, boucl counsel wiil be instructed to submit
the clocuments iu clraft forrn, in duplicate, for llegional Office r:eview
ancl appror.al. After levierr, and approval by the Iregal Rranch, rvith
ah). 1]ecessiln'cltangt,s, tlte rlocurttetrts u'ill be routed to the l'irrtrrrcc
Staff for cleararrce anrl retrrrn. One cop,i' of each clraft document,
betrring tho chan6lcs marle b1-1he Lega1 Brauch ancl the lrinance Staff,

1 [-ntil frill]ret' inslr'uctiols arc rc_cci!ed. lieaiouirl O11i(:e r.rvioN of Lrorrrl tlatrscrilit tlor.ti-
llerlts urldcr thc PIrlr Plogratu \\-iil bc contitrued.
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BOND ISSUE PROCEDURES f TNANCE 2r.3-2

rvill be returned to the boud counsel. The otlier draft copy, similarly
marked, shall be placed in the temporary bond transcript folder.

For all other bond issues, not later than 30 days prior to the date of
the first publication of the bond advertisement by the borrower, the
Regional Of6ce shall obtain from the borrower advance copies of fina}
drafts of the trust indenture or bond resolutiorr, the rate resolution,
parietal rules resolution and any other financially significant documents
such as a lease where the loan is to be secured by a lease rental arrange-
ment. These documents shall be reviewed by the Finance Branch to as-
certain whether they are in accord 'lvith the approved l-,loan Agreement.
Where legal questions arise, the advice of the Legal Division shall be
obtained.. The Regional Office shall ad.vise the borrorver of any provi-
sions that are not in accordlvith the approved l:oan Agreement.

Somple Bond

As a part of the draft transcript documents, bond counsel will be
expected to submit a sample bond, together with the proposed text for
the bond, and coupons if applicable. The sample bond must conform to
the minimum boncl specifications as shown in Information for Bond,
Counsel, Part 1, and must be accompanied by a letter from the bond
printer or engraver stating that the sample boncl conforms to such
minimum specifications and certifying that the bond or bonds to be pre-
pared for purchase will be the same as the sample bond. The sample
bond may be the cancelled or specimen bond of another issue. The pro-
posed text, to be submitted rvith the sarnple bond, must eonform to the
terms and eonditions of the loan agreement, be consistent with the
language of the trust indenture, bond resolution, or ordinanee, and
should be in accord with standard financial practice.

'When all the draft bond transcript documents have been approved,
the bond counsel shall be notified to ploeeed to dra'w up the documents
in final form.

The Regional Office should make every effort to secure acceptance and
use of the standard trust indenture by pr.ivate borrowers und.er the
College Housing Program.

Unrolisfoctory Performance by Bond Counsel

In any instance where the Regional Counsel conclucles that the
unsatisfactory performance of a boncl counsel warrants the withhold-
ing of approval of that counsel on future cases, & warning should be
sent to the bond couusel indieating that re-approval will be withheld
unless substantial improvement is shown.

Submis:ion of Finql Bond fronrcript Documents

Bond counsel shall be instructed to submit two sets of final bond tran-
script documents, including drafts of the closing documents, to the
Regional Office at Ieast five rvorking days before the scheduled bond
closing date. If the draft trauseript has been reviewed by the Regional
7/8/54 3
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Office, the fina1 transcript shall be examined to insure that the correc-
tions rnade by the Legal Division or the Finance Branch have been
included. Otherwise, the Regional Office is not to review the transcript
documents except to ascertain whether all of the required documents are
included., but is to rely on the approving opinion of bond counsel.

The Regional Counsel shall then complete eitL'er Statement of Re-
gional Counsel, Form CFA-312 (Exhibit A), based upon his review of
the final approving opinion of bond counsel, or a legal opinion, such as
shown in Exhibit B, if the draft transeript documents have been
revie'wed by the Regional Office.

SUBMISSION TO CIA

A complete set of final boud transcript documents, appropriately
bound and indexed, together with a copy of Form CFA-312, or the
Regional Counsel's opinion, shall be forwarclecl to CFA rvithin 60 days
after the loan closing.

,IAINI'\AUiA BOND SPECIFICATIONS

Minimum requirements for coupon bonds or single bond to bc sub-
mitted by the borrower are detailetl in Information for Bond, Counsel,
Form CFA-311, Part 1. If the bomower desires a higher degree of
protection against counterfeiting, forgery, or alteration, additional
precautions may be taken.

Specimen Bonds

The borrorver is required to submit two copies of a specimen bonct
rvith the bond transcript, plus an extra specimen bond for each issue.
This extra specimen bond shall be forrvarded by the Regional Office,
after loan closing, to the Federal Reserve Banl< of Richmond for eaeh
issue to be held by the loeal Federal Reserve Bank or Branch.

Single Bond

To effect savings rvith respect to transportation, storage, insurance
and collection costs, CFA prefers a single fully-registered bond.for the
amount of the Government loan in lieu of negotiable coupon bonds of
$1,000 denornination. If a single bond is to be used for a loan involving
two rates of interest, only one bond shall be issued, with appropriate
modification aud notations to reflect the respective interest rates and
bond maturities.

If prior to the printing of the single bond. thele is a clear indication
of a project development cost underrun and the Government loan is to
be redueed, arrangements should be mad.e to have the bond reflect the
reduced. amount of the loan by including a recital to that effect; that is,
that the bond represents so much of a larger total authorized issue.

4 7/8/64
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where the loan reduction is relatively small, it should usually be

applied against the amounts due in the last years of maturity'

Bond Execution

O "rIf: E?LT#Hl,:i ?i:'ti?i#.1.''."i3#:h,'",'1,1 iT fi1"#*',:'*x;
are required by Iaw or properly dcsignated. to execute the bonds.

o
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EXHIBIT A

NOUSINC AND EOUE FINANCE AOENCY
COMMUNNI'ACILITIES ADMNISTN AION

STATEMENT OF REGIONAL COUNSEL
CONCERNING APPROVING OPINION OF BOND COUNSEL

N.ne of Bof,d Coun*l

I h6ve Eviewed the firal approving opinion of bond counsel and find it satisfactory. The opinion
esseis that the bonds de legal, valid, and bindine obligatiotrs of the Borowet, and thet they are

secued ln the Bs6er @nteaplated by, and @nfor6 with the peilircnt provisioos oyhe applicable
L6n A8r*oeot.

Dd.
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EXHIBIT B

SAMPTE OPINION OF REGIONAL COUNSET ON PROPOSED

BOND ISSUE AND BOND TRANSCRIPT

(N@ of BorRer)
( IpcatioE)
(PrcJect No, )

I have eEEloed. tbe troscript of proceedings of Whlteacle CoILege,
a prlEtc donprcflt ed.ucatlo@l LEstltutioE of hlghe! 1€rn1!9, org&-
Lzed Ede! the]ays of the State of Indi@, lelstioS to tbe authoria-
tloo ea 166uoce of lts GeneEl obligatioa DomltorJ Bodd6 of 1,959 10
tbe s€gregate eout of $I-,COOTOOO, tbe Coostitutiod and. applLcable
lsvs of laal@ relatiDg to oooprcflt cor?oEtlon6, aEd. the artLcte6 of
aGsociatloo aod tbe by-1ar6'of 6uch corpoEtloq.

Ba6ed oa tbe above-retrt1ooeaL eel@tlotr ard tlE data coateloed. 10
the attached bona tru6cr1pt, I u of the oploloD tbat Eald bood6 cotr-
stltute fegal, valid. eld blodlDg getresl oblLgatLotrs of !{hlteacfe
CoIIege ed that sid boqds coEp\y rlth the prcv161oD6 therefo! cotr-
talaed ltr the Ipe ABree@ut betreea such CoIIege @d. tbls Agetrcy deted.
a6 of Jue l, 1959. Safa Colle8e bas flled. 10 support ol the tEds-
cript of boad proceedibgE, le8aL opialoos by tr{r. Jobtr B. S61ttt, Attorey-
at-Iav, llhiteacle, IDdi@, coEceraiDg the title to the proJect Elte anil
ao AbBtBct of TltLe coveriDg 6ala property. Bqaed. upoo se1d. opln-1o6,
ttre AbstEct of Tltle ed. the IndeBtue of Tru6t betveen Vblteacle
CoIIege ed the cary NatloEl ltrD,k, dated, as of October 1, 1959, I e
of ttE oplEloo tbat the afolesald bodd6 ae also 6ecuet[, tq part, by
a flrst @rtgage od the prcJect aad it6 6tte, etc.

Regio@J. Co@se.l,

AttaciDeot

lby I, 1960
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Section 3. Bond Advertisernenl ond Government Bid

FINANCE 2I{€

A,DVERTISEMENI OF BOND ISSUES

Each borrower shall be required to advertise its bonds for public sale
as specified in the Loan Agreement. The bonds shall be adveriised by at
least one insertion in a financial newspaper of national circulation, such
as The Bond, Buyer. However, if the total bonds to be issued. for a
project are less than $100,0C0, the Regional Office may waive the re-
q-uirement for advertisement in a national publication provided that
the borro'wer wiil advertise the boncls in a publieation that actually has
State-wide circulation.

In the ease of loan consolidation, and consequent refunding of loans
already held by HHFA, the refuncling bonds of public institutions
also shall be advertisecl for sa1e.

To minimize the cost of the requirecl aclvertisement, it need. not be

EIgrI than one-half column of the trvo-colurnn advertising page of
Tlte Boncl lSuycr, or equivalent.

The notice of sale shall contain the salient facts concerning the bond
issue, as specified in Inf ormation f or Boncl Counsel, Part 2. The ctate
on which bids are to be opened must be at least 15 days from the date
of the last publication of the notice of sale.

The borrorver is also required to prepare an Offlcial Notice of Sale,
and a Statement of Essential Faets, as detailed in Inf ormation f or Bond
Counsel, Part 2, to be furnished upon request to any prospective bidder.

The Regional Office shail instruct the borrorver to furnish four copies
of the bontl advertisement at least 15 days prior to first publication of
the advertisement. For borowers under the Public Facility I_.loans
Program and for public institution bo::ro'ivers uncler the College
Housing Program, where the loan amount is $250,000 or more, t[e
Regional Of6ce shali instruct the borrower to furnish also four copies
of the Of8cial Notice of Sale and Statement of Essential Faets.

Not later than three weeks prior to the date of sale, the Regional Office
shall submit to CFA in duplicate Form CFA-307, I{otice of Intention to
Submit Bond. Bict (Exhibit A).

SUBMISSION OF GOVERNMENI BID

Fo1lowing receipt of the notice of sale and related. documents, the
Tlega-l Division shall prepare, for the signature of the Regional Director,
the Government's bid for the bonds (see Exhibit B). As indicated. on
Page 2 of Exhibit B, the bomower is to advise the Regional Office of the
result of the bid opening.

RATING OF BONDS

As a mea:,rs of,improving the marketability of public agency or public
institution bonds, particularly the blocks of earlier maturities, the
10/25/64 I
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Community Facilities Administration has arranged with the major
municipal bond rating olganizations to have them rate certain bond
issues developed und.er the Ctr'A loan programs. To accommodate the
information requirements of the rating services CFA has agreed to
furnish the following data to each of the organizations about one week
prior to the initial notice of sale advertisement: (a) the Of6cial Notice
of Sale detailing the material summarized in the bond advertisement;
(b) the Statement of Essential Facts;and (c) certain summary data
derived. from the project summary.

Accordingly, for borrorvers under the Publie Facility Iloans Pro-
gram and for public institution borrowers under the College Housing
I.loan Program, where the loan amount is $250,000 or more, three
copies of the Official Notice of Sale and of the Statement of Essential
Facts shail be transmitted by the Regional Office to CFA at the time
Form CFA-307 is su.bmitted. One copy of each shall be placed in the
project file.

Ordinarily it is the responsibility of a borrower to furnish the official
notice of sale and a statement of essential facts to the major bond rating
organizations. Ilowever, owing to the absenee of such transmittals in
the past and in view of the Ageney's objective of encouraging greater
private participation, CFA has agreed to serve as the transmittal agent
lor these materials. It is intended that eventually the information will
be seut by borrowers directly to the bond rating organizations.

The Regional Offiee shoulcl make it clear that CFA is acting only as
a transmitting agent and that any ratings assigned by these organiza-
tions will be an indication of the credit evaluation accorded. by such
organization. Any objections to the transmittal of this data for lating
shall be submitted by the borrorver in rvriting and supported by sub-
stantial reasorls therefor. The Regional Office shall advise CFA of the
borrower's objections and supporting reasotrs and shall provide its
recommendations with respect thereto when forwarding the material.
If CFA concurs in the objection, no transmittal rvill be made to the
rating services.

DETERMINING TOWEST PRIVAIE BIDDER

It is the poiicy of the Comrnunity Facilities Administration, subject
to the blocks of bonds requirement, to maximize private participation in
boncl issues, subject to purchase by the Housing and }Iome Finance
Agency. Accordingly, borrolvers under the Ctr'A loan programs shall
be required. to accold. preference for bids for an entire bond. issue over
bids for individual or combined blocks, ancl to accord. preference to bids
for combined blocks of bonds over bids for individual blocks.

In calculating net interest cost of the respective non-Govelnment bids,
the borrower shall be required to exclucle the bid sr-rbmitted by the
I{ousing ancl Home Finance Agency. In effect, the HHFA bid will
apply only to those bonds of an issue for which bitls are not receiYed
by ttre borrower from other purchasers on the terms stipulated in the
notice of sa1e.
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I
BOND ISSUE PROCEDURES FINANCE 21.33

EXHIBIT A

cJbrl
( r-6?)

iou!ti0 arD i0fr Trillcl lGllcY
cu{l{lhrrry I!!,ctLtrtEs lxirrNrsrr.ATloN

r0IlcE 0F lrrExIl0x r0 3u0[lT t0ll0 ll0

E:.

FSOH:

s'iiBJEf :

Coriurtty F.cllltl.. Co"i..1oler

Nottce tcr b..n..c.lt.d fror tubl.ct bor!.t.r tb.t it l!t..d. to Pl6c.

c! ddr.rtla.teDt tn .ollcltl!9 bld. to bc
(t....l r.alt..tt..l

opcard or 

-fbr 

t
(0.t..1 t,a.r..t..t

, bobdr tot

.tbr.ct pror.ct.

I proporo to ,oL. c bld for th.tt hond.

,.ai,..1 Dt?..... .I A....itt r..ttttt..

Pr.rlou. Edttiotr Ob.o!.t.
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EXHIBIT B

SAAAPIE BOND BID LETTER

BOND ISSUE PROCEDURES

@
BOI'SING AND UOME TI}IANCS AGENCY

orrtcS 0, ,Ba 880lorAL lD:dt!{l8tlllof,
ficsl"n X

8oo. t06. Fer! Olgl{? Bnildins
3!. Locir 10, Ii!3ourl

PsJect l{o

Eormer

lrcatloE

1o3

Retcreoco ls EAe to tbe $365r@ EB.'crcr Col1.e6e, Shrsq)ort,
Irul8lm, DoBit ry BoDdr, Sorlcs 1960, aevertl,seil for esl,e 10 Ibr
&a-!yxgr.

The Covereat Lareby bld, fL- plu 'eccilrd, lBtesBt st tbe m4r
ot tbree ard om-cl8btl !c ceBtE (3-f/8;;) IE.- eE, for the eottrc
lrsue, or for ary block or codlBtl6 o! ble&s of the Bo6As as
ad.Yertl ee{.

ibo bld le rubElt.v€d slDJest to tle lrovl6j.oEs ot tl4 Ie[ Agre-
eqt, date{, lloyelbar 1, 1959, t€tcr?u the eoueSe aail tb! GovelsrEs!,
sld tn trartlculE to tbs pFflsloo ol g€cttos 3 thereof,.

fU. tb. dav ol 19&.

Eou1lE ed Nore PlEce A8etrcy
C@nlty fEcllltleo AddtrlstratloE

Dy
@
I'acl11tle8 Actlvttle6
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EXHIBIT B (Poge 2)

NOUSIIG AI\.D IOTE TJI:{:;'f, A ;E[C.1

Oifice of, the RegioEl Adninistrator
Region X

noon 205, PosN Cffice SulldiBg
St. Luis 10, Missouri

Project No

kcation

nnclcsed is the Covernment's bid for the BoDds to te iesued to fiEnce
the aboYe identified project.

Please ad.vise us of the rcsults of the bid openlna as sooD as pcssible
by completing i.e seciion at tie bo';tcB oi this letter and xeturDing it 'io

Eousing ana Iiohe liEnce Agency
g.m6unitlr lacifiLies Adminlstlation

Pv-
leJ; r.aL Dirc.'!ca c- Co:ouf,LLJ
Facilities

HousiBg a.d ilome fi@nce AgeBcY ?xojecb No.

llhe foflorinq bids oB th.e bcnds above menti.oneal trere leceived anai bondg
vele aErtedl as f o]-lws:

Amount
Soo

Xate or'
IEteiest

IAt rities of Net Int.
CostName of lidder IreBium 3oEes Alerded

hte

6/2/55
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Section 4. loon Closing Procedures

Upon arvard of all or part of a bond issue to the Government, and
consistent with the policy on interim financing (see Sections 2-1-1, 4-1,
and 21-2-1), the borrorver may request the Regional Office to accept
delivery of the bonds and make payment. However, no loan closing
will occur rvithin 15 days prior to any interest payment date of the
bonds in order to accommodate operations of the Federal Reserve Bank
of Richmond. The Regional Office will advise the borrower if the date
suggested. is acceptable or rvill suggest an alternate d.ate. Efforts should
be made to schedule a loan closing as sooll as possible after the most
recent interest payment date in ord.er to reduce the amount of accrued.
interest to be purchased at the time of closing.

The Regional Office u,ill request the borrower (a) to prepare the
bonds or single bond as the case may be, prior to the time of d.elivery
but, if feasible in those instances where definitive coupon bonds are
being issued, to rvithhold signature by one official so that the bonds wiII
not be negotiable prior to the purchase, (b) to deliver any coupon bonds
to a mutually convenient location on a day specified by the Regional
Director bcfore the scheduled closing rlate, and (c) to submit, at the
time it delivers the bonds or bond., if not already submitted, a Rcclttisi-
tion for Bond, Pttrch.ase or Aduance, Form CFA-300, together with
supporting tlocuments. (See Section 2I-2-3.)

REVIEW OF BONDS

Upon delivery of the bontls, representativcs of the L,legal Branch and
the Finance Staff rvill examine thcm for printing defects, signatures
and seals, date of bonds, and maturing datcs and intcrest coupons for
coupon bonds. If issued by private corporations, the bonds or the in-
denture should bear evidence of Fedcral Documentary Tax Stamps, the
cost of which can be consiilered a part of project cost.

The Regional Offrce should also prepare the Collection Agreement at
this time, if it has not been previously prepared, for execution by the
Trustee or Principal Paying Agent.

NOTICE TO CFA AND FEDERAT RESERVE BANK

'When coupon bonds are being purchased, the Regional Office will
advise CFA, not later than 15 days prior to the scheduled date of loan
closing, of the approximate date r,vhen thc bonds wiII be tahen up, and
the Federal Reserve Banh or Branch to which they will be delivered.
Ctr'A rvill advise the Federal Reserve Bank of Richmond in advance of
delivery. The Federal Reserve Bank of Richmond .lr,ill, in turn, re-
quest the Federal Reserve Bank or Branch conccrned to accept delivery
5/15/51 I
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of the bonds anil as appropriate to either hold them in custody or for-
ward them to the Federal Reserve Banh of Richmond.

IOAN CTOSING-COUPON BONDS

Unless arrangcments have bcen matle for a mail closing, appropriatc
members of the Regional Office staff will mcet with representatives of
the borrorver, and its bond counsel antl trustec if feasible, at a mutualiy
convenient location, normally either the Regional Office or the local
Federal Reserve Bank. All tlocuments should be fully executed at this
point by those authorized to do so. The bonds will then be clelivered
to the local Federal Reserve Bank and a receipt obtained, and the
Government's check delivered to the representative of the borrower
and a receipt obtained.

Subsequent bonds of an issue already held in part by the Federal
Reserve Bank of Richmond will be forwarded to that bank by the local
Federal Reserve Bank. All other coupon bond issues will be held by the
local Federal Reserve Bank as Custodian-Agent for the Fecleral Re-
serve Bank of Richmond.

At the time of Ioan closing, the Regional Office rvill forward to the
tr'ederal Reserve Bank of Richmond a specimen bond of each issue
which will be held by the local tr'ederal Reserve Bank.

LOAN CTOSING-SINGIE BOND

Ordinarily Ioan closings for single bonds will be hanclled by mail.
When this is not feasible, the loan closing will be held in the Regional
Office. Upon receipt of the single registered. bond, and its acccptancc
by the Regional Office, the boncl will be transmitted via registered. mail,
return receipt requestecl to the:

Federal Reserve Banh of Richmond

Richmond, Virginia
Attention: IIr. John G. Deitrick

Assistant Vice Prcsident
Since the bond is not negotiable by delivery alone, insurance is not

required. A copy of the Certificate of Delivery and Payment should be
included to indicate the amount and datcs of purchased interest, if any.

Endorsemenl of lnleresl

When a loan closing occurs more than six months after the date of
the single bond, it is necessary to relieve the borrower of the interest
liability stated. in the bond for the period from the bond date to thc
interest payment date immediately preceiling the loan closing d.ate.
In such instances, on or before the closing date, the Trustee or Paying
Agent should endorse in the payment record on the bond a statement
to the effect that the borrower is not liable for interest for the pcriod
from the boncl tlatc to the interest payment clate immcdiately preceding

2 6/15/61
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the loan closing date. Appropriate evid.ence of such endorsement shall
be furnished the borrower.

Decreose in Amount of Bonds Purchosed

If after the printing of the single bond, but prior to loan closing,
there is a clear intlication of a project development cost underrun, the
Regional Office shall make payment to the borrower in a sum equal to
the face amount of the bond plus aecrued interest and shall arrange for
a simultaneous refunal by the borower in a sum equal to the amount of
the installments of principal to be retired, plus accrued interest thereon,
through application of the funds representing the indicated cost under-
run. As of the date of the refuntl, the Regional Office shall issue Form
CFA-105, Reaisecl Project Su,mmar11, to approve and recorcl the reduc-
tion. The loan red.uction normally will be made by d.ecreasing the
amount otherwise due in the last years of maturity. The borrower's
check shall be sent to the Regional Administrative Division for deposit
prior to loan closing, to approve and record the red"uction.

At the loan closing, the Regional Director shall cause an endorsement
to be made on the bond payment record to reflect payment of the amount
of the installment so paid and shall send notice of such action to the
Trustee, the FRB, and CFA.

COLI.ECTION AGREEIIAENT

AII payments of prineipal and interest on bond issues, whether held
by the Federal Reserve Bank of Richmond or any other Federal Re-
serve Bank, shall be made to the Federal Reserve Bank of Richmond as
Fiscal Agent for the Housing and Home Finance Agency.

The Federal Reserve Bank of Richmond has d.evised. a standard
method. for collection of interest and principal payments and return
of the cancelecl bonds and coupons. This method is indicated in the
collection agreement shown in Exhibit A.

The collection agreement shall be prepared by the Regional Office
and included with the other documents to be signed at the time of the
bontl closing. If the agreement can be signed. by the trustee at this
time, it shall accompany the bonds when they are delivered to the
Federal Reserve Bank or Branch; otherwise, after signature by the
trustee, the agreement shall be mailed directly to the Federal Reserve
Bank of Richmond.

It shall be pointetl out to the borrower that its trustee is not re-
quired to accept this method, but that it is one which is preferred. by
the Federal Reserve Bank and by this Agency, as it will avoid the
expense entailed. in shipping negotiable bonds and coupons. The trustee
is at liberty to work out other arrangements with the Federal Reserve
Bank, if for any reason the suggested method is not satisfactory.

A collection agreement shall not be required where a single bond is
issued, unless requested by the trustee. In lieu of such an agreement
the Regional Office shall notify the trustee or other paying agent to

5/2/5s 3
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make payment to the Federal Reserve Bank of Richmond, Fiscal Agent
for the Housing and Home Finance Agency, follorving receipt of bill-
ings. Upon receipt of payment the Federal Reserve Bank will endorse
the bond to reflect the payment and issue its receipt to the Trustee or
other paying agent.

A copy of the letter to the Federal Reserve Bank of Richmond trans-
mitting the single boncl, and a copy of the letter to the Trustee or other
paying agent relative to the procedure for payment of principal and
interest, will be forwarded to CFA.

RESPONSIBITITIES OF BORROWER AND IRUSTEE UNDER INDENTURE

At the time of loan closing the Regional Office will, if it has not
already done so, explain to the representatives of the borrower and of
the Trustee their respective responsibilities under the Trust Indenture.
This explanation should. cover, among other things, establishment of
required accounts, insurance coverage, maintenance of required funds,
and preparation and delivery of audit reports and other financial
statements.

This action should normally be closely coordinated with the initial
loan servicing activities as speeified in Part 23.

The Trustee, or paying agent, should be arlvised in writing that the
Government, so long as it is the holder of the bonds, waives the non-
callable provisions, publication of notice, and payment of premiums.
See sample letters in Exhibits B and C.

,\AONTHTY REPORT OF BOND AWARDS MADE

The College Housing and Public Facilities Operations Branches shall
prepare a monthly iisting of bond awards on Form CFA,-321, Boncl
Awards Subject to HHUA Loan Commitment (see Exhibit D). One
copy of the report shall be submitted. to CFA (attention: Director of
Finance) by the seventh day of the month following the month re-
ported on.

4 5/2/55
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EXHIBIT A

colLDcuo[ AGREB',{nII

(llre of Bomver)

Date

Federal, Re8erye BsDI of Rlchood
RicbDoBd, VlrgLEla

0eotleEo:

It 18 or uiler6tandlDg tbat you have beeE de6lg@ted es
CuEtodlq ett F16cel AgeBt for $ r IBr value

(N@ of Bopd.s) toods oi-Ip-l-Etea ,
rbicb bood8 are belDg 6ol-al to the Housllg @d Hore F1@ce Agency
of tbe I'edeEL covereot,

Jou qe reque6ted, vtEnever ely of the boofls or coupooE @tue6,
lnstead of 6e!d!!g tbeB for collectiod to the payiDg 68etrt @d. 10
tbe bonds, t bold tbese boods ed coupoos BBd send fo@I aotice of
tbe appruchlog @tuity ud @@t tlue to the uderg18ned.

Ia lEyreot of these botrds &a[ coulouo ve vll] pl8ce 10 you
hald6 par fuds, Bde availsble tp.us by the Boriove!, vhich t'lII be
aELlable to you ea ca6h on or before the @turity of tbe bond or
coupod6, Aqy check vhicb ve @y 6end to you Ey be presented o! for.
Erded at ou rl6k Md.er the edotiuS check collectioB reguLetj.oE6 ol
the Federal" Reserye Balks. trheq the fuds se av&ilable to you,
U.6eae fomrd tbe cecelLed couponE &d boods to

by.Tn6tee)
1o

It 16 sderstood th&t thls plao of collectlon 1s to reBla 1D
effect oo long a6 aqy of the ald boEd6 or coupono sre beld by the
Pedera.L Fesene Bank of Ric|@nd es Flscel A€ent ed Cu6todle
tbereol.

Slocerely yo86,

TAUSIEX.PAYINC AOBf! FOR

(Nam of Bomve!)
(Ne of Bonds) Boods of

t9_
(N@ of Belk o! fru8t Coqsy)
By

Title

Tlrl@



21-3-4 HNANCE BOND ISSUE PROCEDURES

EXHIBII B

SAMPTE TETIER TO TRUSIEE OR
PAYING AGENT, COIIEGE HOUSING BONDS

@
HOUSING AND HOME TINANCE AGENCY

otilc8 0t laE srGloxAL ADxlxlsrIlrol
B.rio. X

8oo, 206. Po.t Olfr.. 0!ildins
St. l-our.10. tr..ou.i

Date

Re: DQIorer CoILege Dorol.tory Boad6, Serles of 1960
PrincltrBl A@ut $36r,000

Geotle6eo:

The Cover@ent h&5 recently pucbased (the entlre 166ue of the
above bood,s) (the fol-lorln8 @tultles of the above bond6) (the above
bond) vhich d.eslg@te you as Trustee (or faylns AAeai).

You are notrfred that the CpveiMot hereby E1ve6, 60 long aB
(aoy of the boods) (the bood) re@ro !o 1ts IDssessloor tbe oon-
cBIIabIe prcvlslons, publlcatlod of ootlce, and lrenits tor call that
EJ. b€ appltcabte thereto. SubJect to a nlnlM redeq)tloq of $!,0O0
at eD,J. ore tloe, boods @y be redeeoed (prioclpsl payoeots i.n mltl.-
I,IeE of $lro@ @y be Bde od the bond) 10 lover6e oEerlcd- (chrcoolo€-
lcel) order on the frr6t day of eoy 6ooth, !rcvj.ded thJs offlce ls
adv16ed. at least 20 days prlor to prcpoed date of redeptlgn.

Redetrptloo of tbe6e bood6 i6 (prepaJ@ots of prlnclpal lnstall-
Este m) to be effected ln the 6lw Buer &s tlat coateiq)l3ted for
tbe polDeat of regullrly Btulc€ prioclpal aod lnterest @sts-

Slocerely youg,

RegloEl Director of C@lty
F6ci11ti.e6 Acttvltles

Tltl&
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EXHIBII C

SAMPIE TEITER IO TRUSTEE OR PAYING
AGENT, PUBTIC FACITITY TOANS BONDS

@
HOUSING AND HOME TINANCE AGENCY

nesion X

8oo.206, Po!! ofr,.. Burldrnr
Sr. Loui.10. rr..ou.r

Dete

Re:

Geotleoea:

the Govement tEs receot.Ly pucba6ed the entlae issue of tbe
Eubject bonds, vhlch desig@te you as elthe! Payj.aA Agent or Te6tee

You are ootlfied ttqt the CpverMeot trereby Ej.ve6, so Ion€ ag
aoy of these bonals !e@la la its pos6essloa, the ood-callAbl-e pro-
vj.61oas, publlcation of qotlce aoal predl1ff for caLl that @y be
appl-icable thereto, SubJect to a 61E1Du of $1,000 at aay ooe t1re,
boods in aqy eout @y be redeeBed 10 lnveroe nuelica] oiier oa
the filst day of ey rcoth, prcvlded thls offj.ce is advised at least
20 days lrlor to propo6ed date of redeq)tioa.

Redecptioo of these bonds is to be effected in the see @oner
as tlEt conteurplated for the pa)ment of re8ularLy @turio€ interest
and pliacllEl @outs.

Slocelel-y yous,

RegiorEl Director of CoMlty
Facllities Actrvlties

7 lt 160
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EXHIBIT D
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PROJECT COMPI.EIION 22.1

CHAPIER I. COAAPLETION PROCEDURES

This chapter prescribcs procetlules for the cornpli:tion and closeout of
non-Federal construction projects.l Completion proceclures .r,r,hen all of
the boncls are sold to prirrate invcstols are given in Chapter 22-2.

FINAT INSPECTION OF PROJECT

I'inal inspection refcrs to tl:re joint for:mal inspection of the complctecl
project by representatives of the or.r.net, architect/engineer, contractor,
and Regional Office, not to the last periodic visit by the Field Engineer
or to any subsequent inspection to checli on cornpletion of punch-list
items.

\\rhen the Field Engirreer fincls that thc projcct is substantiallv
complete, he shall request the owner, architcct,/eneineer, atrd contractor
to arrangc a final inspection as soon as fcasible. Norrnally, the Fielcl
Itrngineer rvill be thr, Regional 011ice representative at the final
inspection.

Final inspections typically clisclose minor matters rccluiring action by
contractors similar to the problems the o\\rner rvill Jrave to handlo during
the life of the project in thc course of maintenance and repair. Accord-
ingly, completion of action on such items sJrould be left to the owner
and its architect/engineer, nnless for some other reason it l,ill be
necessary to conduct anotlier inspection. The Field Enginecr shall
determine l,hether to rcquire another inspection, or to obtain a sta1,c-
ment by the ou,ner acknou,ledging aompletion of action.

Tlie Field Engineer sliall also, in a letter to the oryner: (1) advise
that trction to complete or correct punch-list itr:ms r,vill be the owner's
responsibilit.y; and (2) request that the o\yncr advise him of completion
of action by the contractor. \Yhere neccssar.v, the letter shall advise that
anothcr inspection must be made. In each case, the letter shall statc
that the r,vork should be cornpleted rrithin a specified number of tltrys
anrl that the autlit of the project *,i11 be schedulecl accordingly.

The results of the inspcction shall be repolted immediately on Form
CFA-200, Pcrioclic Ittspectiotr, Rcport, as follows:

(1) If no subsequent insilectiorr is nccdecl, Form CFA-200 shall
include:
(a) Date ther fir.ral inspection rvas iuacle.

(b) Date the project nas substantially complete.
(c) Date use of the project began or wiII begin.
(d) Other data of significance, inclucling any reasons for .r,vhich

the Field Engineer recommends that a project audit should
not yet be requested.

(e) A copy of the Fielcl Engineer's letter to the applicant.
1 Completion liroccdurcs ior the Non-It'eileral School Construction Program are givcn irr

Section 5-2-3.

10/26/64 I



22.1 PROJECT COMPIETION COMPI.ETION PROCEDURES

(2) Tt such an inspection discloses matters requiring correction or
completion by the contractor(s) which are so substantive as to
require a subsequent inspection (see belorv), the Field Engineer
shall report this fact on Form CFA-200.

When the Field Engineer ascertains, upon atlvice by the owner or by
a subsequent inspection, that the construetion work has been satis-
factorily completed and all outstanding construction matters tesolved,l
he shall immediately prepare Form CFA-250, Field' Engineer's Final,
Report (Exhibit A), in duplicate as follows:

(1) Provide a brief description of the project facilities as completed,
noting any differences betrveen the project description on the
latest revised project sumrnary and including type of eonstruc-
tion, number and type of occupants or users provided.

(2) Self-explanatory.
(3) (a), (b), (d), and (e) are self-explanatory.

(c) Use Dofo-Show the number of actual users of the project
at the time of final inspection or the number of users reason-
ably expected within 30 days follorving initial use of project.

(4) -(14) Self-explanatory.
(15) Comments on items listed and any other matter requiring

explanation or atterrtion.
If the Field Engineer accepts the owner's written advice that the

punch-list was satisfactorily completed, a copy of the owner's letter shall
be attached to Form CFA-250.

If a separate fina1 inspection is made of eaeh unit of a project, Form
CFA-200, Period,ic Inspection Report, shall be used to document the
inspection of each unit of a project, and Form CFA-250 shall be
prepared at the time r:f the inspeetion of the Iast unit.

The Field Engineer shall obtain the following documents, as applica-
ble, and attach them to Form CFA-250:

(1) Form CFA-225, ProXect Equ,'i11ment Inuentory, to recorcl non-
expendable movable equipment purchased from project funds
for PFL projects.

(2) Form CFA-333, Buggested, Format for Tar Statement (Exhibit
B ). Generally, public agencies or institutions are accord.ed
exemption from State or local taxes on their purchases. Peri-
odically, the Legal Division shall furnish for distribution to the
Field Engineers a list of such States and localities.

If the state or locality does accorcl exemption and purchases are
indirect, as in the case of materials purchasetl by contractors
for incorporation in projects, the tax exemption is sometimes
effected by refund to the owner of the taxes paid by the con-
tractors. Since such refunds may be made months after comple-
tion of the project, it may be impractical to wait to determine

-l S*E"tir, 20-2-1, "Final Payment to Contrtctor," for lrocedures covering final payments.

2 to/25/64



COMPTETION PROCEDURES PROJECT COMPLEIION 22-I

final project costs until tlie refunds are paid. In these cases, the
eomputation of final project costs shall include the amount of any
taxes not yet refunded. If such refunds exceed the amount re-
turnable to the owner, a statement, substantially as shown in
Exhibit B, shall be obtained from the owner and a followup shall
be established in the Regional Office to assure that any iefund.
which is to be usetl to reduee the amount of the loan, is deposited
in the Bond and Interest Sinking Fund Account, to be used for
ledemption of bonds in inverse order of maturity.

The original of Form CFA-250 shall be sent to the Regional Office,
rvith any other d.ocuments needed. If a problem or item has been dis-
cussed in prior eorrespondenee, it need only be cited lrith a reference
to the correspondence.

REGIONAI. OFFICE ACTION

The program operations branch chief sliall revierv Form CFA-250
antl consult with appropriate technical staff members to identify all
incomplete actions, the sequence in which these should be completed,
and the due dates. Based on this information, he shall establish a
schedule of any incomplete actions, advise other staff members of the
actions they are to take, and follow-up to assure completion of such
actions at the earliest possible date. Form CFA-250 shall be routed.
through the Loan Management Branch to the project file.

Proiect Audir

The audit shall be requested and closed out in accordance with the
instructions in Chapter 22-3 and Yolume III, Section 7-3-7.

FINAT ACIIONS BY OWNERS

On the basis of the audit repor.t ancl Form CFA-250, the program
operations branch chief shall prepare a letter to the owner which wiII:

(1) Set tire final approved cost, the amount of the net Federal loarr
and./or grant, any bond redemption or refund to the owner, or
additioual loan disbursement.

(2) Forrrard any waivers ueedetl to permit refund to the owner from
the corrslr'uclion accouut.

(3) Instruct tlie owner concerning close-out of the construction ac-
courrt and request a statement showing it has complied with the
irrstructions regarding disposition of funds in the construction
aecount.

(4) Instruct the olvner to submit one copy of Form CFA-213,
Certificatc of Contpletion and, Pal1ment, (Exhibit C).

Credifing of Eorned lnterest

'Wheu iuterest income iras been earnecl on investment of the funds in
the eonstruction account, the Regionai Office t'ill, at the time of project
10/26/64 3
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closing, credit such interest incoure against the interest line-itern zrncl
enter the net figure as the final interest Iile-item.

Redemption of Sonds

Where the project has bceir firrancecl entirely out of bond ploceeds
or where the on'ner's participation. as set forth in tlie Loan Agree-
rnent, is firm, the letter rvill instruct the ot,irer to transfel aII the
funcls remaining in the construction account, after payrnent of ail
project costs, to the account establishecl for the payment of the prin-
cipal and inter.est of the bonds and pronr.ptly used to t}e maximum
extent possible for paytnent of the priucipal of outstanding boncls in
inyerse order of maturit-v. fn such citses. the letter rvill tequest the
owner to advise the Regional Office l'lten the transfel is made.

\Yh.en the Regional Office is ath'ised by the owner that the excess
boncl proceecls are available for refuncl by means of bond retlemption,
either prior to ol subsequent to closing of the construction account, it
should request CFA to arral)ge ri'ith the l'ederal Reserve Banli of
Richmond for issuance of a billing to the Paying ;\geut or Trustee.
The Regional Olfrce should aclvise CFA that the ptoposed redemption
represents a refturcl of excess bond proceecls.

The Regional Offrce shall trausrnit its request to Cll,\ at least 15 days
prior to the proposerl redemption date. which may be the first day of
any month. \Yhen rtrclemption is ar:complished., the Division of Finance
and Accounts will advise the liegiontrl Administratire Divison by Notice
of Collection, in duplicate, one copy of rr'hich u'ill be furnishetl to the
Regional Director.

Return of Excess Funds to Owner

Where the orrrner''s participatiort is contingent, an1' mone.ys remain-
ing in the construction account, after payment of aII project costs, are
returnable to the orvner up to the amount stipulated in the L:otrn and/or
Grant Agreement, providecl the fnucls have been actutrlly depositer.l.

Where the orvrrer has clepositecl rnoueys into the constructiori ac-
count to covel cost of overruns, including any sums tleposited iIr ex-
cess of the original. olvner participatiou, rrltether firm or contillgent,
any moneys remarnrng in the construction accollnt, after payment of
all project costs. may be founcl to be leturnable to the owner, up _to
the amount of the sums depositcel for the overruns. In such ctlses, the
provisions of the stanclard terrns ancl conclitions pellnit,l'eturn of excess
funds to the borros-er'. The Region:rl l)ireclor shall effect stlch retllr'n
11pon formal reqncst of the borrou'er.

PROJECT COMPTEIION REPORT, FORM CFA.I50

Formal completiolr of the project follox'ing loau closing ancl settle-
ment of all l.iirdings Requiring Action listed in the fiDal auclit report
shall be recorded. 6y issuance of Folm CFA-150, Project Corupletion
Report, but only after the o\\:ner has cornpletecl all lequired' actions
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an.d any bond redemption has been fully accornplished. T{os-er-er. cer-
tain actions ma1, not be required if use or occupancy has not begun,
e.g., obtaining of use and occupaney insurance and setting up of proj-
ect revenue accourrts. Such matters are provided for in the deter-
mination of initiai cornpliance as set forfh in Section 2B-3. $trhere
such items or the refund of sales taxes (see belorr) are the only out-
standing matters, Form CFA-150 rnay be processed rvithout arvaiting
completion of those items, but such items will be notecl on Forrn CFA-
150 in the space providecl for the recommendations of the program
operations branch chief.

The program opelations brancl.r chief shall prepare Form CFA-150
(Exhibit D) in quaclruplicate, consulting other staff as appropriate.

fn preparing Form Ctr'A-150, the clata in ftem 2-c shall be for the
project as a lvhole. If the project consists of separate units. the dates
shall be for the last unit completed, occupied, etc., and a table of dates
by unit shall be given on the reverse of the form, typed. heatl-to-foot.
"IJse data" means the number of actual users of the project at the time
of project completion or the number of users reasonably expectecl rvithin
30 days follo'iving initial use of the project.

ftem 2-d, Final Project Description, should be the approved project
description in the initial project summary, but modifiecl to shorv the
project as built.

Lines "j", "k", and "1" in section 3 shall be used as appropriate.
Ifou,ever. submission of the report need not be delayecl pending receipt
of advice of the actual refund. A rer.ised report may be subrnitted for
such cases (see belorv).

"NA" shall be inserted r-here it is not appropriate to fuurish data
for an item on the forrn.

Approvol ond Relecse of Form CFA-I50

The original of Form CFA-150 shall be routed to the Chief, Engiireer-
ing Branch, and the Chief, Finance Branch. ff no further action or
documentation is indicated, the Chief, Program Operations Staff, shall
submit Form CFA-150 to the Regional Director for approval. The
Regional Director shall sign it to formalll'close out the case as an active
project.

If bonds are to be redeemed rvith excess funds, Form CFA-150 is
not to be approvecl by the Regional Director until he has received a
copy of the Notice of Collection forrvarded by the Division of Finance
and Accounts to the Administrative Division, advising that redemption
has been completecl.

The signed original of Form CFA-150 shall be placed in the project
folder. Copies shall be furnished" to the tr'ield Engineer, the I:oan
Management Braneh, and CFA.
10/26/54 5
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REVISED FINAT REPORT IO RETIECT SATES IAX REFUND

Where the audit has been settled, and the fina} project report sub-
mitted prior to receipt by the owner of a sales tax refund, any portion
of which must be used for bond redemption or for refund to the govern-
ment, a revised Project Completion Report, Form CFA-150, shall be
submitted. fn using this form for such purpose-

(a) Type the word "Revised." above the form title.
(b) In item

ment of
2, Engineering Data, adjust the line-item in which pay-
the sales tax rvas included by deducting the amount of

the refund.
(c) In item 3, Financial Data, copy the entries on lines "a" through

' 'i " fLom the previous project completion report, and fill in lines
" j"r"k", and ttI" as appropriate.

Upon determination of the amount of tax refund that should be used
to redeem bonds, it should be applied on the prineipal of the unpaid
bonds to the maximum extent possible, in inverse order of maturity,
and any residue should be deposited in the Bond and Interest Sinking
Fund Account. Such latter amount is, therefore, to be entered in paren-
thetical space provided on l-line "K." In such cases, the Division of
Finance and Accoults also rvill ad.vise the Regional Office as to the
receipt of the refund of Notice of Collection, in the same manner as
stated above.

FIEI.D ENGINEERS PROJECT TII,E

Noncurrent records in the Field Engineer's files should be disposed
of according to instructions contained in applicable HHFA Records
Control Schedules.
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EXHIBIT A
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EXHIBIT [ (Pose 2)
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EXHIBIT B
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EXHIBIT C
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EXHIBIT D
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EXHIBIT D (Poge 2)
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CHAPTER 2. COII|IPTETION PROCEDURES UPON PRIVATE SALE OF BONDS

SATE OF Att BONDS PRIOR TO THE STARI OF CONSTRUCTION

llpon rrotifictLtiun by the o\\:rt(,r' that all botrcls eoverilg a ploject'lrave 
been sokl to privatc irtvestors priol to start of coustluctiou arrd

bcflor:e arry arlr'arrct,s lr:rr-e bt:ert ttratle, the obligatiou of tlic Govenuneut
ccascs. No Goverurrrent ficlrl oxpclIse shall bc chargecl aud the projeet
allotrircnt rvill be rcsciudcci b1- the L'cntral (XTice orr the basis of a re-
viscd project sumntary.

If all bonrls ar:e soltl plior to thc start of construction but after au
advauce has brrerr uiaclc: to tlrc ou'uer, uo fur:ther aclvance, site inspcc-
tiorr, or t'"ur1it shall be rtiacle. 'l'lte amouttt advauced and intcrest thereol
shall be billecl antl collectctl as plcscribed belorv. Sirice constructiorr
has riot begul, thc fixcc1 fee for Govcrrulerrt fieicl c,rpcrrses shall bc
refunclecl.

SATE OF Att BONDS ATTER THE START OF CONSTRUCTION

If trll bolds iire sr.ilcl to private buyels after coustruction has begul,
tlre intcrest crf tlre Govclnmerrt ceascs whcu all advalces have beetr
repaid rvitli irrtcrc.st anrl the fixed fee, or portiorr thereof, for Govert-
rrrcnt fieltl expcrrscs htrs bcen collectecl. No further advauce of funds
shall bc macic to au o\urer aftel it lias taket forural action to accept bids
of priratc buyels for ali borrcls. Sirnilarly, no further site iuspectiorr
or audit shall be made.

'l'he Regiolal Office shall reply to the orvuer''s notice of trcceptance of
bir-is frorl plivate buyers for all bouds by lettel stating tirat no fulther
advances cari be urade ancl that the owner rnust malie its orvn provision
fr-rr interim financirrg pencling receipt of the bond proceeds. When-
ever possib-le, the letter shail transmit a bill requesting lepayrrreut of
ali plevious adr,arroes, rvith interest, arid payrnent of any portion of the
fixed fees due the Goverrrrnent, immecliatcly following thc receipt of
bond proceeds. If the datc of such receipt is not kuorvn, it should be
requested.

BITTING OF REPAYMENIS OI ADVANCES AND INTEREST

Interest on advarrces shall be computecl as set forth irr \rolurne V, aucl
shail bc assessc<,l at the r:ate applicable under the Loau Agreernent for
the period beginning on the clate orr u,hich the adrrance 'n,as rnacle ; thal
is, the i{ate of tlre clrecli, aucl mnning thr-ough the tiay precerling thc
date ori rvhich tlre o\\:ner mails its rernittarrce to the Regional OIlice.

ADJUSTMENTS OF FIXED FEES

If oric ol: mole inspections or audits have bcr:u utacle, the chief of the
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OF BONDS

program branch corrcerned shall ascertain the constructiorr period shown
in the approved contract arrd the percentage of su.ch period l'hich has
elapsed through the date of the award of all bonds to other buyels.
Using the fixed fee in the agreement as 100 percent, the program brancl:
chief shall compute a fixed fee reduced by the percentage of unelapsed
time in the construction period. ilhe percentage of elapsed time, and the
collections to date, and a recluction of tlie fixecl fee to a stated amount
shall be includecl in the revised project summaly. If collections excecrtl
the reduced fee. the project summary shall state the arnount of refund.
If collections are less than the reduced fee, the project surnrnary shall
so state.

If the approval involves a refund of an excess fee, S.F. 1034 shall be
prepared and the original and one copy subrnitted to the Adrninistra-
tive Division, rvith its copy of the revisecl project summary. If the
approval involves the collection of a fee, the Administrativc Divisiorr
wiII bili the os,ner therefor on the basis of the approval.

ADVICE IO CENIRAT OFTICE

Upon receipt of the owner's notice of au,ard. of any borrds to private
buyers, the Regional Of6ce shall prepare a revised project summaly. -r\
copy of the Regional Office letter to the orvner, described above, shall be
attached.

The revised project sumrnary shall indicate:
(1) The amount of thc approved loau sho'wn in the agreement.
(2) The amount of construction advance outstanding and approxi-

mate date of repayment.
(3) Determination of the fixed fee for Governrirerrt field expenses

and if paid.
(4) Name of each successful bidder, together with the maturities aud

amount awarded, and the net interest cost ou bonds awarded to
each successful bidder.

If aII bonds \vere so arvardecl, the project summary shall request can-
cellation of the undisbursed loan cornmitment and reseission of the
entire amount of fund reservation.

If only part of the issue was so arvalded, the project summary shall
request (1) a recluction of tire undisbursed loan commitment in an
amount equal to the difference between the face amount of bonds
awarded arrcl the principie amount of loan advauces repaid as the result
of such sale and (2) a reduction of the fund reservation in the amount
of the arvarded bonds.

The project summary shall serve as the basis for the reduction of the
fund. reservation and the arnount of loan approval.

Thereafter, tlrc Regional Of6ce sltall atlvise CFA by mernorandum,
rvith a copy for the Division of Firrance and Accounts, of completion of
formal settlement of the bond sale and of the collection of any advances,
iuterest, or portion of the fixed fee which lvere due.
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CHAPTER 3. PROJECT AUDITS

This Chapter prescribes procedures for requesting and taking action
on project audits conducted by the Audit Division untler CFA programs
when provitled for in Volume III, Part 7. The procedures for audits
eontracted out to public aecountants are eovered separately in the
appropriate program section of the Manual.

GENENAT

Audits of projects are conducted for the purpose of assuring the,\gency
that the applieant is conforming to the ffnancial terms and conditions <lf
the Agreement and to make faetual data eoneerning costs ineurreil in
connection lyith eonstruetion of projeets available to operating per-
sonnel of the Central and Regional Offiees. Only one audit u,ill normally
be rnade of a project. The Audit Division may make an interim or
special audit, horvever, when requested by the Regional Office or the
Community Facilities Commissioner. fnsofar as possible, project
audits rvill be scheduled by the Audit Division to start within 30 davs
after receipt of the formal request.

The chief of the appi'opriate operations branch shall be responsible
to the Regional Director for coordinating the completion of project
aetions and documentation and arr:anging for and elearing projeet
audits.

ACTIONS REQUIRED PRIOR TO AUDIT REOUEST

As the completion of eonstruction approaches, the Field EnEineer
shall keep the Regional Offfce fully advised with respect to ffnal inspee-
tion. If, u'hen the Field Engineer sets the date for final inspection, he
has reason to believe that all items involved in an audit will be com-
pletecl by the time of final inspeetion, he shall recommencl that an audit
be requestetl.

Prior to the request for an audit, the program operations branch ehief
shall initiate action as necessary, to issue Form CFA-705, Reuised,
Project Summarg, to reflect the current amount of the loan, or in the
case of a college housing project, to reflect the final allocation of loan
funds where appropriate action has not been taken to reallocate loan
funds between housing and relaterl services and other (or excess)
ser:vice facilities. 'Where there has been an increase in the loan amount
or the loan funds alloeatecl for other (or excess) service faeilities,
issuanee of Form CFA-105 shall be preceded by request for and pre-
valiclation of an appropriate Form CFA-17, Fu,ncl Re,seruation Order.
It should be noted. that after the audit is complete, no further Reuised,
Prolect Summary shall be issuecl. Settlement of the audit report will
fix the final approvecl project cost, which shall be reflected in Form
CFA-150, Proj ect C ompletion Report.

8/14/64 t



22A PROJECT COMPTETION PROJECT AUDIIS

AUDIT REOUEST

If the audit cannot be requested as prescribed. above, the request shall
be initiated upon Regional Offiee review of Form CFA-200, Periodic
Inspection Report, issued at the time of final inspection (see Chapter
22-1). At the latest, the audit shall be requested after review of Form
CFA-250, F'ieltl Ettgineer's F'tnal Raport.

\\rirere project construction is substantially completed but with seri-
ous unsettled matters (rather than punch-Iist items) delaying the
final report, the Regional Director should consult with the OA Super-
r.isor'y,- Auditor to determine if a regular audit should be made or if
a special audit is necessary. The Regional Director shall request a
project, aud.it 1 by metlorandum to the Audit Division as shown in
Exhibit A. The original memorandum shall be sent to the Audit Divi-
sion ancl copies furnished. to CIiA, the Regional L,oan Managcment
Officer'. the OA Supervisory Auditor, and tlte project fiIe.

AUDIT CLOSE.OUIS

The Regional Dircctor is responsible for initiating action to correct
conditions reflected in the audit report, or for making a recommendation
to the Relrional Administrator tliat such action is not required rvhere
su.ch a rlcterminatit)n can be matle irithin the policies in this Manual.2
If the a,drninistrative determination required is outside regional author-
ity oL' if any items involve matters not covered by prescribed policies
ancl procedures, O!'A shall be consultecl. Requests for advice shall be
subrnittecl ivith a recommended course of action and copies of all
pertinent docurnents through the Regional Administrator to CFA, with
a copy to the Auclit Division.

Coirditions eited in the audit report nhich lequire action must be
acted upon v,ithin 30 days after receipt of the report.

Eviclence of corrective action s,iil be the receipt by the Auclit Division
of copies of the correspondence betrveen the Regional Office and the
borrot,er or grantee shorving that the required action has been taken.
Eviclence of an administrative determination by the Regional Adminis-
trator that action is not required rvill be the receipt by the Auclit Divi-
sion of a rnernorandum to that effect. In the case of a question referred
to CF,\ for decision, that office v'ill report the decision to the Regional
0ffice r.,'ith a copy to the Audit Division.

\Vhen the Agreement provides for contingent borrolver participation,
and an amount equal to or exceeding the totai of the excepted items to
be reimbur:secl by the borrorver rvould be returnable to the borrower,
no settlement is required of those exceptions. The Regional Office, in
its mernorandum to the Audit Division, need only state that the above
situatiorr exists.

lAlthough pro;lect, audits normally rvill be requested b)'the Regional Directror, audits may
be requested by the F,egional Adninistrator.

2 When circumst&nces so inilicate, the Regional Atlministrator may initi&te such action.
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In any event, when final action has been taken on all suspensions,
exeeptions, and other follow-up matters pursuant to the audit report,
the Regional Director shall prepare a memorandum to CFA to this
effect, for the signature of the Regional Aclministrator, with a copy to
the Audit Division.l

CFA ACTION

Copies of all correspondence .lvith respect to project audits shall be
sent to CFA. CFA shall evaluate audit reports and the corrective action
taken by the Regional Office, particularly to assure adherence to estab-
lished policies and. procedures, to identify common problerns, and, s'here
indicated, to initiate revisions to policies or proeedures.

l Wrere authorized b). tJre Regiolral A<lministrator, the Eegional Director n&y sigu tho
memor&ndum.
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PROJECT AUDITS PROJECT COMPLETION 22€

EXHIBIT A

I t6 (r{2)

UNITED STATES GOVERNMENT

Memorandum IIOUS.ING AND HOME TINANCE AGENCY

rc : D[!ccto!, Audlt Dlylelo! DATE:

rROM l5cgtouf Dlrector of C@ulty FaclLl,tlcy'

sualrcr: [troject ltuebe!, Bor@!, Iauflop/

h16 16 to ad.vlsc thlt cortructloD br! bccE cdlrL.tcd oE th. lubJ.ctproJoct. It 16 lequeBtea thlt . ftBL auill! bc Gitc at thc e.!lL.rt
lorELbl. aatc.

for )bu llforotlou, thc prcJ.ct E! --
gubBtautlally codplctr
truLly cqEllcte
Fllat 0ccupioa

Th. flcld. EEglD.c! for thc ploJ.ct t! /fue7
.Da tltcrcst ilulug co[.tnqtloa tr to@

Rcglou]. Dlr.cto! ol
CmDlty !8cLutlc!
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IOAN MANAGEMENI 23.I

CHAPTER I. GENERAL

The basic purpose of the loan managernent function is the protection
of the Federal investment. Protection of the Federal investment and
the sale of portfolio securities will depend primarily on borrower
performanee in observing the terms and cond.itions of the loan, in mak-
ing debt service payments when due, and in suceessfully operating and
managing its project.

B,egional loan management oper:ations should be conducted rvith
minimum interference in the borrorver's regular operations and any
formal actions taken must be based on the terms and conditions of the
bond resolution, trust indenture, or parietal and rate resolutions. Every
effort should be made to avoid making requests upon the borrower
rvhich might develop into a nuisance.

SUPERVISORY GROUPS

AII loans will be ciassified. in one of trvo groupings. Group I loans
are loans in rvhich the project is operating in a satisfactory manner and
the borrower is meeting aII of the terms and conclitions of the loan
agreement and./or trust indenture. All loans rvill be initially placetl in
Group I. Group II loans are those cases in actual default or those in
which an adverse trend has developed in the operation of the projeet
or in which any other circumstance might adversely affect the security
held by the Government.

IRUSTEE

As deseribed in the particular trust inclentule or boud resolution, the
trustee's functions are generally limited to matters relating to payment
of bonds, serving as the depository for certain accounts, acting in the
event of default, mailing notices to the bondholclers regarding default
on debt service payments, ancl receiving copies of the borrorver's ff-
nancial reports ancl evidence of insurance eoverage.

The Trustee is under no obligation to, and in practice does not, make
a periodic review of the financial position and operations of the bor-
rower. It is generally recognized that such a revie'w is the responsibility
of the lend.er as part of its function in protecting its investment.

The Agency should generally, horvever, rely on the trustee as the
instrument for obtaining tlie borrorver's compliance with its pledges ancl
covenants. 'When no trustee is provicled, or compliance eannot other-
wise be obtained, the borrower will be contacted directly. If the trustee
is not properly exercising its duties, the Regional Of6ce shoulil consider
initiating replaeement of the trustee as providetl in the ind.enture.

DISCUSSIONS WITH IRUSTEE OR PAYING AGENT

In some cases it may be necessary to reach specific understandings
u'ith the trustee and the paying agent or depository bank with respeet

10/8/63 t



23.I IOAN iAANAGEMENT OENERAI

to their functions under the bond resolution or the trust inclenture. Iu
such cases, the matter may be handled by letter, telephone or visit, but
the results should always be confirmed in writing.

APPRAISAI. OF POTICIES AND PROCEDURES

During loan management operations, evidence rnay be encountered
which appears to indicate a need for modification of the policies or pro-
ced.ures, or the application thereof, under rvhich loans are approved.
Such instances should be reviewed. with respect to whether the specific
difficulty which developed in one or more loans might have been avoiderl
or mitigaterl through the use of d.ifferent policies or procedures or by
giving different treatment or more attention to the particular subject
during application review.

The matter should be analyzed in the Regiorr and, if tlie Regional
Director determines clarification or modifieation of existing policies or
procedures is desirable, recommendations should be made to CFA.

2 10/8/53
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TOAN iAANAGEMENI 23.2

CHAPTER 2. PREPARATORY ACIIONS'

PREPARATIONS BY I.OAN MANAGEMENI STAFF

'When the project is substantially complcte, the Loan }fanagemetlt
Branch shall:

(1) Prepare a Loatt, llanagemett Control, Record,, Form CI'A-1160
(Exhibit A), as a recorcl of actions due, pending or taken.

(2) Enter a summary of the terms and conditions of each loair on
Form CFA-360 as a reference check to minimize referrals to the
trust ind"enture or boncl resolution.

(3) Establish a file folder for the reports and, correspondence reflect-
ing rvork on each loan through sale or complete repayment of the
bonds. These files wiII be kept in accortlance with the applicable
records control schedule.

fnstructions relative to Form CFA-360 are pi:eserttecl in (lhaptcr' l3-3.

]NITIAT TOAN MANAGEMENT CONFERENCE

A borrorver's observance of loan conclitions, reporting rcquirements,
and other mattels involved in loan management clepends on an under-
standing of the requirements of the indenture or resolution by the
ad"ministrative staff of the borrol,er. fn particular, the business man-
ager, or comparable official or employee who will be responsible for
handling the funds and accounts required by the terms of the loan,
should be familiar with the loan conditions and should understancl their
meaning. If al1 such requiremcnts are understood and met during the
first year of operation, barring extraord.inary circumstanees, the oc-
currences of noncompliance and the possibilit), of default rvill be kept at
a minimum in subsequent years.

When a borrower has a previous loan, or has experience iir the opera-
tion of a similar project and is familiar rvith comparable financing
arrangements, the necessary instructions may be supplied by corre-
spondence. In all other cases, a loan management conference shall bc
heltl as close as possible to the start of project use. When the bonds or
other evidence of indebtedness are being purchasecl at the time the
project is substantially complete antl prior to initial use, the loan man-
agement conference may be held in conjunction rvith the loan closing so
that the borrorver's staff need make only one trip. When a loan closing
is held prior to or shortly after the start of construction, the combining
of the loan closing and. the loan management eonference may not yield
the desired results, since the borrower's staff is less likely to have con-
sidered the details of the operation. fn such cases a separate loan
management conference shoulcl be helcl as close as possible to lhe start
of project operation.

1 See Chaptcr ?-10 for: yrrocedures uuclcr tltc Senior Citizens llousing Loan program.

ro/8/63



The conference rnay be lieltl at either thc Rogional Office or at the
borrorver's office. The Regional Director shaii determine where such a
confelence is to be held. The agcnda shall be proposed by the Chief,
Loan Management Branch, and submittcd for the Director's approval.

23-2 TOAN MANAGEMENT PREPARATORY ACIIONS

CONFERENCE AGENOA

fn general, the agenda shoukl cover those rnatters that rvill be of con,
cern to the borrorver ancl the Agency until the loan is repaid.

fnefficient or costly operations pose a thretut to loan repayment and
cannot be ignored, particularly with respect to srnaller towns obtaining
a public facility ioan for construction of their first municipally-owned
and operated utility.

In particular, the Chief, I:oan Mariagement Rrairch, should explain
in considerable detail :

(1) The various accounts to be establishecl anrl the flotv of funcls;
(2) The payment schedule to be followecl;
(3) The general duties and responsibitities of the borr:orver under the

bond resolution aud/or trust inclenture;
(4) The various required. reports;
(5) The role of the trustee; and
(6) Any other matters that, in the opinion of the Chief, I-,loan l\[an-

agement Branch, should be brought to tlie attcntion of the
borrower.

2 to/8/63
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23.2 ]OAN IIANAGEI/IENT PREPARATORY ACTIONS

EXHIBiT A (Poge 2)
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IOAN I'TANAGEIYIENI 23.3

This chapter describes the reports to be submitted by the bo-rrower,
the reviewJto be mad.e by the Regional Office Loan Management Branch,
the corrective actions to be taken by the Iroan Management Branch, as

well as the reports to be supplied by the Chief, Loan l\fanagement
Branch.

REPORT OF INITIAT COMPIIANCE

If the loan is closed before the project becomes revenue-proclucing, the
Regional Office shall furnish the borrower two- copies.of {orm CFA-361,
R,efiort of Initial Compliance (Exhibits A and R), rvith-instructions for
preparation at the time of loan closing,- and request that o-ne copy be
ieturned within 30 days after the project becomes initially revenue-
producing. If the project becomes initially revenue-p-roducing before
the loan -is closed, the Regional Offrce shall furnish the borrower the
forms and instructions on or before the date the project becomes
initially revenue-producing ancl request submission within 30 

-days-.
Whenever feasible, the foims and instructions can be supplied and
discussed during the initial loan management conference.

For the purpose of this report, the date a project b-ecomes initially
revenue-producing is defined as the d.ate on rvhich the regular and
continued use of-the project, or any unit of a multifacility project,
begins.

The Loan Management Branch shall maintain a follo'w-up to assure
receipt of Form CFA-361. Where Form CFA-361 has rrot been received
within 45 days after the project becomes initially revenue-prgducing,
the Branch shall p"epare-a letter for the signature of the Regional
Director reminding t[e borrorver of the due date and requesting sub-
mission within 10 days. The ietter also should request the borrorver to
advise the Regional Office if the report carulot be submitted by that time
and the reasons therefor. If no response is received, the Chief, Loan
Management Branch, or the Regional Director shotLld contaet the
Borrower and determine what action is necessary to obtain the report.

CHAPTER 3. ACTIVE I,OAN 
'ITANAGEATENI 

l

1 For proceduros under the
see also Chapters 6-9 and 7-

12/ 17 / 53

Regionnl Ofice Aclion

Upon receipt from the borrower of the appropriate Form CFA-361,
the Loan Management Branch sha1l determine rvhether compliance has
been effected and evidence approval in Block A or attach such findings
as are necessary. fn making this review, the Loan Management Branch
may request assistance from the Finance Branch, the Engineering
Branch, and/or the I-.legal Division.

Ares Redevelopment antl Senior Citizens Eousing Loan programs,
10, respectively.

t



23-3 TOAN II/IANAGEiAENT ACIIVE IOAN MANAGEMENT

Where tlrc Beport ol Initial Complianca indicates deficiencies, the
Regional Direetor shall determine if a visit should be made to discuss
and to remedy such deficiencies. Such visits normally will be conffned
to those cases u'here prior knorvledge or Form CFA-361 indicates a lack
of previous experience with the type of project or serious misuntler-
stantlings.

When it has been determined that the borrower has fully complied.
with applicable loan requirements, the neeessary d"ata shall be recorded
on Form CFA-361, Eeport of Initial, Compliance. Form CFA-361 shall
then be placed in the project loan management folder.

IOAN MANAGEMENT REPORT

AII borrorvers sha1l be required to forward to the Regional Offiee:
(1) An annual Loan Management Beport, Form CFA-370 (Exhibits

C, D, and E),
(2) An annual ffnancial statement, and
(3) Such other documents as required by the trust indenture or

bond resolution.

The Loan Management Braneh shall maintain a follow-up to assure
receipt of the above documents. Where the documents have not been
received rrithin 120 days after the end of the borrower's fiscal year,
the Branch shall prepare a letter for the signature of the Regional
Director reminding the borrorver of the due date and requesting sub-
mission within 15 days. The letter also should request the borrower to
advise the Regional Office if the material eannot be submitted in that
time and the reasons therefor. ff no response is received, the Chief,
L,oan Management Branch, or the Regional Director should contact the
bomoler and determine what action is necessary to obtain the docu-
ments.

Orclinarily, the first financial reports to be obtainetl from the bor-
rower will cover the borrower's fiscal year in which the projeet, or any
portion thereof, r,as first plaeed in use. Normally, such documents shall
be exarnined. by the Loan Management Branch, which shall determine
rvhether or not the project is progressing satisfactorily with particular
reference to volume of use, revenues, and operating eosts as compared
with original estimates, and whether or not the borrower is adhering to
the terms and conditions of the Intlenture and Bond Resolution. The
necessary operational data shall then be placed on the Loan Manage-
ment Control Record, Form CFA-360, which may be supplementecl by
any pertinent rvorking papers deemed necessary by the Chief, Loan
Management Branch. The Loan Management Report shall be plaeed in
the project loan management folder. Form CFA-370 should contain a
brief statement by the reviewer of the bomoryer's current financial
status, operation and prospects; a report of any noncompliance of the
terms and conditions of the indenture or bond resolution; date of the
Iast personal visit to the project, with a summary of the results of dis-
cussions held and observations mad.e; and a resume of all actions taken
during the report period rvhich might affect the status of the loan.

2 12/17/63
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Slioukl the Chief, L,oan Management Branch, determine that no addi-
tional or corrective action is necessary by the bortower, the project shall
be contained in Group I and no additional action is necessary. However,
shoulcl an adverse trend be detectecl in the operation o{ any project or
if the loan goes into default, the Chief, Loan I\fanagement Branch, shali
recommend. to the Regionai Directol that the project be placed in
Group II. Upon the concurrence of the Regional Director in this action,
CFA shall be advised of the reason for this action. The borrower slrall
then be instructed to submit the Loa,n llanallentent Rcport on a quar-
terly basis rather than on the usual annu.al basis.

Corrective Action-Group Il

Tn many cases in Group II, the Regional Of6ce, by rneans of its rcla-
tionships lrith the borror\,er's staff and krrowiedge of the cASe, call
informally secure the necessary borrou,el action by phorre; such action
shall subsequently be confirmed in r,vriting. If action cannot be secured
informally or if it is decided that such efforts rrould be unsuitablc by
reason of the type of borrorver or the nature of the problem, the mal,ter
may be handled by letter or a field visit. ln more serious cases or where
Regional efforts are unsuccessful, the Regional Director should prepare
a report to the CFA, recommending action to be taken. fn all cases. tire
Chief, Loan Management Branch, shoulcl offer to the borrorrer an)r
assistanee possible to cure the adverse tlenrl and should be constantly
informed as to the progress that the borrou'er is making. CFA shall be
advised of any material developments affecting the loan.

When the Chief, Loan Management Branch, has determineil that the
borrol'er has corrected the adverse conditions or default, he slrould
lecominencl to the Regional Director that the loan be leclassified into
Group I. Upon concurrence by the Regional Director, the loan shall be
so reclassified and the borrower shall be then advised that the Loan
Xlanagement Report need be foru,ardecl only on the regular annual
basis. CFA shall be notified of this reclassification and the reason for
this action.

ACCEI.ERATED LOAN REPAYMENT

When a borros,er rvishes to accelerate loan repayment, the Regional
Qffisg -shall advise CFA at least 15 days prior to the payment date,
indicating the amount antl the date (the first of any month) of the
proposerl payment. CFA w-ill send billing instructions to the Federal
Resen'e Bank of Richmond. The Bank u,ill then bill the trustee, or
paying agent if there is no trustee, for the arnount of the principal
prepayment plus interest to the proposed date of payment. Upon re-
ceipt of the rernittance, the payment, if applicable to a "singlc" bond,
wiII be entered by the Federal Reser.i,e Bank in the payment record on
the bond., and appropriate notice of the endorsement will be sent to the
trustee. If in definitive form, the paid bonds and coupons will be
cancelled by the Federal Resene Banli and sent to the paying agent.

t/11/65 3
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I

ACTIVE IOAN TIANAGEMENI

REGIONAT IOAN MANAGEMENT REPORTS

On a quarterly basis, the Chief, Loan Management Branch, shall
submit to the Regional Director the Quarterlg Loan Management ReTtort,
Form CFA-380 (Exhibit F), with a copy to the Regional Administrator
and two copies to CFA, one for the attention of the Loan Management
Branch and the other for the attention of the Senior Citizens Housing
Branch.

This report, as v'ell as providing for specific comments on aII loal:rs

in Group 1I, also provides sufficient space for the Chief, Loan Manage-
ment Bianch, to make aclequate comments covering all loans in loan
management in order to keep the Regional lirector, -the Regional
Administrator, and the Commissioner fully atlvised of the over-all
conditions on all loans under his direction.

4 1 /11 /65
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EXHIBIT A

HOU!ING {N5 IlOSE FINANCE AC!NCY

co$vuNliY FAcrLlilES AOAINI5TRAIlON

c0lltaE touSIiC LoAn 0roonll

R!i,0RT Or txlTlAt coIlPtlAll0€

Cc PolicY UIr'criY' ElPir'tion
lta'* ---44!s!- 

D.r' D'r'

r-l F;c & E'trndcd Co"erosc* (List buldilss cokred)

a8.i:"r .

: P!'.!ic l-;tbilitr: Orc P:roon ' ' '
Orc acci<]r-rt ' '
PruPe*Y Demngc

1"

7

.t

l-'.rrr aarl Occupancy (List bliltirys coe'til)

IO 8E COTPLETEO DY HHFA

2. hoject N{mb.rl- ti.no(.r's Nane

4. Fi*l .Y; ""d"

[.j R.voue !-sn,] Accorr:

l-l Bord & l,ttnsr Sirtirg Fuod

ll Endowncrt Frnd Escev Ac'ou!!

[] Collacral Account

fao$at (tlcdir)

5. il.q!,Icd I'tnd, an,.l Accountg

:i"rer Attacl c.!tilicar.s or copics ol all policies'
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23€ I.OAN MANAGEMENI ACIIVE I.OAN MANAGEMENT

EXHIBIT A (Pqge 2)

Ia rurtgas: radr'or loss gryo5le ciouso errachcd ro poticy: I yes fJ No ! Nor eoplicable

D*6 har:ss6c clause male loss poyabte ro Trurtcc: I yes f] No fl Nor oppticellc

Uavc 6risinal policics, copies, or eniticares L{en senL to Trusrccr E ye6 n No f: Nor applicabi.

N@r dd Tnt. (Ft.6. t*.)

w

3.
Truet lndrnrure or 0on ,i nc6olBtion,

fl Paricral Ilules. tilrch copy o{ Rcoohrtion

D B6rd Raks. .{rri.l, coI} ofschedulc

Il Renrdl Rarcs.,lil.,, tr .oly of S.i,c,.t!1.

f-.1 Pledscd Srudcnr I.'ces, Anach copy o( Schedule
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LOAN MANAGEMENT 23.3
ACTIVE LOAN MANAGEMENT

EXHIBIT B

c? *96\-PF
Brreai Xo. 63-R1072

1O BE COMPLETED BY HHFA

HOUSING AND HOME FINANCE AGENCY

COUMUNITY FACILITIES ADMINISTRATICN

(Public Fociliry Loons Progrom)

REPORT OF INITIAL COMPLIANCE

2. Project NumberI.

1. F;scal vcar cnds3. llate on shich projrc! or 6ny porrion
f irst bec(me Levenuc-producing.

fl Public Liability: onc pcrson '
OD.6ccid.ht

ll If arv rrhicles arc owned, list Fire, Theft' Public* 
Li;biliry and Prop.rtv Damage Coverage:

:-: Fidelity Bond' List lerson(a) covercd and amoun:(s):

i{otc: Athch ccrti!ic.tcs or copies ol all inourancc policics'

6. Coverage.

Oa!.

t

Co- Policy Ell..ti!.
Insuran.e Anount Dire

- 
Fite & Extcoded Coverasc

! Findstom, LiBttning, etc.
(List stuctures)

s_

8

3

n RcLilue Fund Account

fl Bond & Interest SinkiDs Fund

[- Operation & t'lsintenancc Fund

E
t l
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23.3 TOAN MANAGEIAENT ACTIVE I.OAN MANAGEMENT

EXHIBIT B (Poge 2)

i. Is Loss Pal rblt Ciause atrached ro polic). !l y€s fl No fl Nd .ppl;cabtc

S. ttts.ll copv of rate sctedule.

9. -\ttach copr of cur.nt b!dge!,

1C. lirrls ol us.!s at this datel nnr.. S.*.. .--
il, Co::rcr:s:

Prepared by:

W d,7il1. (Pl.s. t*t
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EXHIBIT C

ct^t0.cH

B.Group EI EII

ficv!c*cd by
HOUSING  ND HOTE FINAXCE AGENCY

COUCUNIfl FACILI TIES ADIIINISTRATION

(ColLgr Hourlnr Lon Progrcm)

Fiscal ycor cndins rcBorcscr'c Addtcar

Re ceiptr M&o Cosrt- ll"f&:c4l9- Rcplar Tem -
Cmsg

ltcmc fmm Facilitier

Pledge Rc"cnuea' Atta.fi .ch.dule ot curcnt ratca clrarsed.

Ot\ct (spccib sources): Plcdged Rcrcntet

fi HH FA):

Tobl

| 

-- 

Debt ;ceice cov€r'8! --

(l) Total pledgcd rcvenvor

(2) Totol nct rcvenuer

(3) Prciect nct rcrcnuce

Dcbt aefticc cov.m8. 

---Dtbt oe*icc cotcraS. +

Tcm

Totel

Full-tinc

flei.lcntial

y.s as reportcd to U. S.F.mllm.n. fo..ad' rem tor Paat
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23-3 TOAN MANAGEMENI ACTIVE LOAN MANAGE'iIENT

EXHIBIT C (Poge 2)

i. [ $Diih fi. followi.g inlomntion:

Balon,:e
Beginning f To tal

Dcposita "!/
Total

Pi !\ drawal s -!/ End oI Ycr

Iion,l od hterest Sinkins Fund

l!i,ir)t.noi.c md Equipment Rese*e

tincirment Fund Esrmw Actornt

Totol t I
!/ Fumislr tanscipt ol deposits md witlidrawals by objcc! rotols.

Sho* Lreoldom ot casl and gecuritiea t t

Coll6t€ral ,A..counts (At end of fiacal yeor)

Debt Servicc tleeerve

lllointtnoce md Equipnent Rcs.d.

Eldormat and Escmw Account

9. Reriewer Comrnenrg (To bz coaplercd b ltH FA):

PrcporcJ L7:

tie.6dlitl.tPlee t9.)
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ACTIVE TOAN,VIANAGEI\,TENT IOAN TIAANAGEMENI 23€

EXHIBIT D

TO AE COTPLETED BY AHfA

Rrvirwed by

cmrp [f I t] n

HOUSItsG AND HOME FINANC€ AGENCY

COSMUNITY FACILITIE5 ADMINISTRATION

IOAN MANAGEMENf REPONT
(Puhli. Focility Loqn - G.n.rol Ohllsot:on Bondr)

Fiecal yeu ende

Tpe ol oblisstion leld:

Does llllFA al* hold \tveoue or Asresmcnt Bonds ror tl'c Pmiect? D Yes E No

As$,sed valuotion of Bomter

of acrual valuc-%.

taounr ol ad valorem rx levy in doltm, lot rhe fircal veu

Anount ol su.h l.q collccicd

Delingeot taxee collcctcd

Totdt mouilt of taxc6 collec.cd

t=__-
t--
t.-_---
!---

Amounr ot rues lcvied md ccllec for Bomrvet'a purpoeea:

Ceneral obligarion toads being pai,l frcm tuca

Ceneral oblisarion,ronJs be;ns Psid from ulilitv r'veouca

flevenue boods pnyablc fmm utility rcvenueo only

Speciul asscsment bonds

'femporary louns {rar unliciPrlion nores, 'rc')

'Iht.I

fund a thcOutdildinS debt atrd

3- t-.--

Goss Dcbt Sinlins Fttd

l--.---l

10. ls uny ponion of the gross dcbt row in

It so, ilemizt od:xPIain:
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23.3 LOAN TIANAGEAIIENT

EXHIBIT D (Pose 2)

ACTIVE I.OAN IAANAGEIIAENT

l. ll tlc IIHFA rrci..t, for which rhc bond: retencd to zbove wert isoei, io e
lollcrins irlomarioo tor tirc fiacal yer, ro $. ctt.nt app.opri.rc:

pmject. givc th.

Operatirg and maintcnerc. .!!.ns.3 t-

Ntt rctenuc (Lcfore lond charscs) t-_--

Nunber ot coarections: Reaidential-Commercial-Inducri.t-Sc[ool.

2. (lommst! (to b. .omtl.!ed by tltlPA):

Prcparcd by;

N6. d4 Ttt.(Plw *d
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EXHIBIT E

ro Bt coxPLttSD 8f flEF^flousIr6 
^ilD 

n0iI fliaxcE rcENcl
GTSSITY FACILITIES MMIN1 ST:,{TION

LOAIT MAIIAGEI'IEI{T REPORT

(Publ ic Facll ity-ARl Loas-ReY€nue gonds)

2. P&N!r-a NMEIr. vJi[6!B.s xac

a. FISCAL A! WS3. ADO8ESS

f,EVENUI TUND:
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