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ACADEI lC FACil.irlES 9.t-t

CHAPTER I. INTRODUCTION

Section L Genero! lnformolion

DESCRIPTION OF IHE PROGRA,IA

The Higher Education Facilities Act of 1963, Public Law 88-204,1
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 ) .

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

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

( 3 ) I-,loans for construction of academic facilities ( Title III ) .

Administration of the Academic Facilities Program is vested in the
Commissioner of Education who is authorized by Pubtic Law 88-204 to
utilize the facilities and services 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
be performed by the Housing and Home Finance Agency, under the
direction of the Community Facilities Commissioner. (See OE-HHFA
Agreement, Section 9-7-2). In general, HHFA will:

(1) Review the architectural/engineering portion of the application
and advise OE thereon ;

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

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

The Office of Education will, among other things, determine the eligi-
bility of the applicant and the project, make the program, finaneial, and
legal reviews of the application, make fund reservations and other ac-
counting actions, make and announce project approval, and take all
actions concerned with the grant and/or loan agreement and amend-
ments thereto.

lAppropriate psrts of the text of Publie Iraly 88-204 &re given in Section 10,4.3 of Yolume I.
3/lo/55 I



9-r-r ACADElitc FACTUTTES IN?RODUCTION

GRANIS FOR CONSTRUCI]ON OF UNDERGRADUATE ACADEMIC FACII.ITIES

Title I of Public Law 88-204 provides grant assistance for the eon-
struetion of academic facilities to (1) public eommunity colleges and
publie technical institutes, and (2) institutions of higher edueation
other than public community colleges and publie teehnieal institutes.

To be eligible for a grant, it must be shown that the projeet 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 edueation, 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
iu instructional or library facilities, 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 facilities designed and avail-
able for assignment to specific functional purposes, as distiu-
guished from janitorial, maintenance, and mechanieal equipment
areas, and non-assigned use areas-e.g., public washroom, gen-
eral storage, entrance lobby, and public stair, elevator, and eorri-
dor space 1) 

;

(3) Be used a,s academic facilities during at least the period of the
Federal interest therein. The Act defines Federal interest as a
period of 20 years after completion of construction. The OE
Regulations (1?0.14) provide that satisfactory evidence must be
given that the applieant has or will have title to or such interest
in the facilities and site, ineluding access thereto, to assure undis-
turbed use and possession of the construction and operation of
the faeilities for not less than 75 years from the date of the
application.

Applications for assistanee under Title I rvill be submitted by the
applieant to a State Commission which shall review and proeess the
applieation in accordance with the provisions of Public Law 88-204 and
the OE Regulations. Based on criteria, standards, and methods con-
tained in the State Commission's plan, as approved by the Office of
Education, the State Commission u'ill periodically (either trvice or three
times a year) determine vvhich applications shall be referred. to the
Office of Education and determine the Federal share.

Public Community Colleges ond Public Technicql lnstitutes

Section 103 of Public Law 88-204, provides the method for allotting
Federal funds among the States for public community colleges and
public technical institutes. Section 107 provides that the Federal share
of the project shall be 40 percent of the actual eligible project develop-
ment cost of the academic facilities. Section 401 ( a) ( 1) defines aeademic

2

1 OE Regulation 170.1 (f)

3/lo/65



INTRODUCTION ACADEIAIC FACITITIES 9.I.I

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

lnrtitutions of Highcr Educqtion Orher Thon Public Community Collcger qnd Public Technicoi

lnrtilul.3

Section 104 of Public Law 88-204 provides the method for allotting
Federal funds among the States for institutions of higher edueation
other than public community colleges and public technical institutes.
Seetion 107 provides that the Federal share of the project shall not
exceed 33rl percent of the aetual eligible project development cost of
the academic faeilities. Section 106 limits grant assistance to struetures,
or portions thereof, especially designed for instruetion or research in
the natural or physical seiences, mathematics, modern foreign languages,
or engineering, or foruse 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. Sueh a facility normally will
include areas having special architectural features or equipment which
are speeifically and d.emonstrably, although not necessarily uniquely,
required for the special purposes for which the structure will be used.
Facilities are eonsidered programmed prineipally 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.

Once an application has been received. by the Office of Education, any
increase in project costs must either be absorbed by the applieant or a
request for an increase in the 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.

Aloximum Gronl

The amount of the Federal share for a project shall be based upon the
actual eligible project development cost as determined by the Commis-
sioner of Educatiou.

3/to/6lt 3



,-I-I ACADEMIC FACITIIIES INIRODUCIlON

GRANTS FOR CONgTRUCIION OF GRADUATE ACADETAIC FACIIIIIES

LTnder Title II of Public Law 88-204, grants of not to exeeed 33Yr
percent of the actual eligible project development cost may be made to
institutions of higher education and to cooperative graduate center
boards for construction of academie faeilities for graduate schools and
cooperative graduate centers.

Not more lhan 72r/2 percent of the grant funds available under Title
II may be expended in any one State.

Applieations are submitted directly to the Office of Education whieh,
in eonjunction with the Advisory Committee on Graduate Education, is
responsible for the action to be taken with regard to each application.

1OANS FOR CONSIRUCTION OF ACADETIIC FACITITIES

I:oans may be made to institutions of higher edueation, higher eduea-
tion building agencies, or cooperative graduate center boards for con-
struction of academic facilities for institutions of higher edueation or
for cooperative graduate centers. A loan also may be made in eonjunc-
tion with a grant, but in any ease, not less than one-fourth of the actual
eligible project 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 aeeordance with standards and
methods determined by the Commissioner of Education.

Not more than 721/z pereent of the loan funds under the Program
may be expended in any one State.

The evidenees of indebtedness shall be in such form as may be pre-
scribed by the Commissioner of Education. No loan will be made unless
the applicant is unable to secure the amount of such loan from other
sources upon terms and eonditions equally as favorable.

Security

All loans shall be secured in a manner which the Commissioner of
Education finds sufficient to reasonably assure repayment. The secu-
rity may be one or a combination of the followingl:

(1) A pledge of a speeified portion of annual general or special reve-
nues of the institution, acceptable to the Commissioner of Edu-
eation.

(2) A pledge of unrestricted and unencumbered ineome from an
endowment or other trust funds acceptable to the Commissioner
of Edueation.

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

4

1 OE Regulations 170.56
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INTRODUCTION ACADEMIC FAC]LITIES 9.I.I

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

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

i/loturity

The Act provides that the maximum repayment period of a loan shall
be 50 years; however, 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 shall a loan repayment period
exceed the estimated useful life of the facilities to be constructed with
the assistance of the loan. I-.,oans maturing in less than 30 years, or
loans which do 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,
sufficient to amortize the loan from the third year through the final year
of the life of the loan, will be required unless otherwise authorized by
the Commissioner of Education.

lnte?ost Rotes

Interest rates are determined by the Commissioner of Education for
each fiscal year in accordance with a statutory formula, but the rate at
which an individual loan is made remains in effect throughout the period
of the loan. The rate for fiscal year 1965 has been established at 3a/a
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 cale-
gories: (1) the increase results from bids ovemunning the estimate,
and involves no change in the approved assignable area of the project;
(2) the increase results from a change in project design which increases
the previously approved assignable area by less than 5 percent; (3) the
increase results from an increase in the project assignable area of 5
percent 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.t-t AcADEt tc FACIU?|ES INIRODUCIION

lntcrim Finoncing

Funds for financing the projeet during construction prior to the date
when the bonds or notes can be purchased will be provided by the appli-
cant, subject to the approval of the Commissioner of Education. Where
the Commissioner of Education finds that exceptional circumstances
prevail, and an applicant is unable to secure necessary interim financing
on reasonable terms, an advance.may be made against the approved
loan. ( See Chapter 9-5 ) .

loon Closing

OE Regulations provide that loan closing shall be accomplished
within ninety days from the date of the award of the prime construction
contracts, unless otherrvise.provided by the Commissioner of Edueation.

INElIGIBTE FACITITTES

fn aceordance with Public Larv 88-204 and the OE Regulations
(770.2), the follorving types of facilities are rlot eligible for grant or
Ioan assistance under the Academic Facilities Program; a facility or
part of a facility lrhich :

(1) Is intended primarily for events for u,hich admission is to be
charged to the general public;

(2) Is esper:ially designed or intended for athletic or recreational
activities other than for an acrademic course in physical education
or where the Commissioner of Education finds that the physical
integration of such facilities with other academic facilities in-
cluded under the Act is required to carry out the objectives of
the Act;

(3) Will be used for sectariarr instruction or as a place for religious
worship or primarily in eonnection with any part of the program
of a school or department of divinity;

(4) Will be used by a school of medicine, dentistry, osteopathy,
pharmacy, optometry, podiatry, nursing, or public health as
defined in Section 721 of the Public Health Service Act.

(5) Ts used or to be used for infirmary, housing, food service, or
similar purposes;

(6) Is used or to bt used for rnaintenance, storage, utility, or other
noninstructional purposes not essential to the operation or main-
tenance of instructional or instruetion-related facilities.

ETIGIBI,E PROJECI CO$S

All costs normally incurred in planning, constructing, acquiring the
site, and making necessary site imprr-rvements for the eligible academic
facility project are generally eligible, except as discussed below :

(i) In computing the development cost, the following may not be
included:

6 3/tO/65



INTRODUCTION ACADEMTC FACtItTtES 9-t-l

(a) Any cost incurred before December 16, 1963, or under a
contract entered 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 IIf, or by a State
Commission under Title I:
1. Any cost ineurred under a construction contract entered

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

2. Any land acqui,sitiorr costs or costs for architectwal/
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, incuued 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 which 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 eondition of such other Fed.eral 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 terminate normally shall
be the date of substantial completion of the project.

FAI!..OUT SHETIERS

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/to/65 7



9.r,r ACADEMIC FACTUflES INTRODUCIlON

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

FINANCING OT BA]ANCE OF PROJECI COSI

Approval of a grant and/or loan will depend in part upon the appli-
cant's shorving that it will be able to provide the other funds required.
The Terms and Conditions of the Loan and/or Grant Agreement require
as a prerequisite to any disbursement of funds that the applicant pre-
sent satisfactory evidence that it has the funds and they have been de-
posited in the eonstruction aceount.

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 United States Treasury obligations. The applicant
should be required to confirm in writing the existence of sueh funds.
The funds must be available for deposit into the construction account
as soon as construetion begins and at least prior to the initial disburse-
ment of Federal grants or loans.

PROJECI DESIGN

Each applicant will develop its own plans and specifications for its
project. However, construction must be undertaken in an economical
manner, and the project shall not be of elaborate or extravagant design
or materials.

PROJECT AUDITS

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

FEES FOR AUDITS AND INSPECIIONS

No fees shall be charged for audits and inspections made under the
Academic Facilities Program.

8 3/to/65



ACADEA TC FACIUT|ES 9-t-2

CHAPTER I. INTRODUCTION

Section 2. OE-HHFA Agreemenl

Following is the text of the agreement between the Office of Educa-
tion and the Housing and Home Finance Agency with respect to the
Academic Facilities Program :

AGREEN,TENT
BETWEEN OFFICE OF EDUCATION AND HOUSING AND

HOME FINANCE AGENCY FOR SERVICES IN
ADMINISTRATION OF PUBLIC ITAW 88-204

(HTGHER EDUCATTON FACTTJTTIES ACT OF 1963)

Whereas in the administration of Public Law 88-204, hereinafter re-
ferred to as the Act, the Commissioner of Education is authorized "to
utilize the services and facilities 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 way 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 admin-
istration of the Act; and

Whereas the Housing and Home Finance 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 Commissioner ;

NOW THEREFORE, the Administrator agrees to provide such tech-
nical services to the Office 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, referred 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 sueh review and such consultation as

3/to/55 t



9-r-2 ACADEMTC rACtltilES tNlRoDucilc'N

may be necessary with applicants or their representatives, will
submit to the Commissioner as soon as possible a report on each
such projeet:
(a) advising as to whether in the Agency's judgment the archi-

tectural and engineering features of the project are aecept-
able, and if not, in what particulars they are deficient;

(b) advising a^s to whether in its judgment the cost estimates
made by the applicant are accurate and reasonable, and if
not, in what respeets they are not; and

(c) advising as to whether in its judgment any portion of the
project would be of elaborate or extravagant design or ma-
terials, and if so, in what respects.

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

Post-Approval Construction Services on All Projects
3. On any approved project for which a grant and/ot loan offer is

made by the Commissioner and aecepted by the applieant, the
Ageney will :

(a) provide guidance to the applieant eoneerning preconstruc-
tion proeedures, and verify and advise the Commissioner as
to the adequacy of provisions for on-site supervision of con-
struction by the applieant or the applicant's architeet;

(b) obtain and forward to the applicant the determination of
local rvage rates in aecordance ivith the Davis-Bacon Aet, as
amended (40II.S.C. 276a-276a-5) ;

(c) review detailed plans, specifications, and equipment lists for
conformance with those on which projeet approval was
based, and examine the foregoing and other proposed bid
and contract documents to ascertain whether they conform
to customary procedures for securing reliable eompetitive
bidding, and advise the applicant and the Commissioner as
to their sufficieney and any features ineonsistent with the
grant and/or loan agreement. When satisfied that all per-
tinent conditions of the Act, regulations and other proee-
dures promulgated by the Commissioner, and the grant and/
or loan agreement are provided for, the Agency will notify
the applicant that the bidding documents may be released
for advertisement, and so advise the Commissioner;

(d) review proposed final construction contract documents and,
rvhen satisfied that all requirements are fully provided for,
including the prescribed provisions for labor and fair em-
ployrnent standards, inform the applicant that it may pro-
ceed with the proposed awards of construction and equip-
ment contracts and so advise the Commissioner.
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4. After execution of construction contraets for any approved
ect, the Agency will camy out a sehedule of on-site visits in
to:

proJ-
order

(a) verify the adequacy of resident inspection or similar local
on-site inspection provisions by the applicant or the appli-
cant's arehiteet ;

(b) check conformance by the applicant with construction ac-
count requirements:

(c) ascertain if construetion is proceeding in aceordanee with
approved plans, specifieations, and eontract documents;

(d) verify complianee by the applieant and the contractors and
subcontractors with labor standards, fair employment stand-
ards and related requirements;

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

(f) verify and inform the Commissioner of the completion of
stages of construction upon which 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 construetion; (2) when the projeet is ap-
proximately 50 percent in place; and (3) when it is finished.
Additional visits will be condueted only to the extent that the
Agency deems necessary in connection with a particular project
and to the extent possible within authorized resources.

5. The Agency will report to the Commissioner any exceptional
findings with respect to the above items, and will make inspec-
tions or consult with applicants on sueh special matters as the
Commissioner may request.

6. The Agency will receive aII proposed changes in structural or
other features of projects covered by grant or loan agreements,
and will either: (1) determine, in accordance with standards
promulgated by the Commissioner, that there is no reasonable
basis for believing that the proposed changes could alter the scope
of work, function or student enrollment eapacity of the facility;
or (2) refer the matter to the Commissioner with reeommenda-
tions for approval or disapproval, and notify the applicant of
such referral. The Agency will notify the applicant and the
Commissioner when it determines, in accordance with (1) above,
that the changes are acceptable.

7. Upon completion of each eonstruction project under the Act, the
Agency will inspect the facility to determine whether the project
has been eompleted in accordance with the approved plans, speci-
fications, and contraet documents, including approved cha^nges,
and the assurances given by the applicant; will verify the reeeipt
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and installation of all equipment covered by the grant and/or
loan agreement; and will prepare and send to the Commissioner
as soon as possible a report of project completion verifying that
the project has been satisfaetorily completed and that all facil-
ities and equipment covered by the agreement are in place, and
showing the final estimated cost of the project. The Commis-
sioner will arrange for a final audit of the project and will notify
the Ageney when the project is closed.

Post-Approval Financial Services on Projects 'Which Involve Title III
Loans

8. On any project for rvhich 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 following 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 exehange of any Federal loan advanee 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. eounsel, 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 transeript documents,
review such documents, and advise the Commissioner as to
their sufficiency;

(e) advise the borrorver when appropriate to advertise bonds for
sale;

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

(g) inform the Commissioner upon eompletion of eaeh step
listedin (a) through (f) above;

(h) in the event an accepted loan offer provides for loan proce-
dures in addition to or in lieu of those indicated in subpala-
graphs (a) through (f) above, the Agency will provide sueh
other services on behalf of the Commissioner as may be
requested.

Administrative Arrangements, Reports and Proced.ures

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 Commis-
sioner agrees to consult the Administrator before the adoption
of any regulations which affect the services of the Agency here-
under.

10. The Ageney shall provide the Office of Education with immediate
notifications of circumstances or eonditions 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 action, the Commissioner and the Administrator will
aruange for informal day-to-day relationships between the field
staffs of their respective organizations, but such relationships will
not substitute for or interfere with the 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.

12. 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 instructions with respect to the services to be performed
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 all forms and instructions whieh
are issued internally.

Technical Service Funds

14. The Commissioner shall pay the Ageney 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 exeeed the
amount budgeted or appropriated therefor. Funds 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 accordance with the next paragraph.

15. The Agency will furnish to the Commissioner: (a) detailed jus-
tification of budgetary requests for technical service funds for
each ffsca1 year; (b) advance estimates of technical service op-
erating eosts (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.

3/to/65 5
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Termination of Agreement

16. This agreement shall continue in force from year to year until
eancelled by mutual agreement between the Commissioner and
the Administrator, or by either party, upon 90 days'notice in
x,riting by either party to the other.

/s/ Roberb C. Weaver /s/ Wayne O. Reed
Administrator

August 13, 1964
Date

(Acting) Commissioner of Education

August 20,7964
Date
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CHAPTER 2. APPTICATION PROCESSING_TIIIES I, II, AND III

Section l. lnquiries

fnquiries coneerning the Academic Facilities Program shall be re-
ferred to the Regional Director. Inquiries of a general nature which
may be answered by furnishing OE informational documents may be
handled by the Regional Office. If the inquiry concerns specifie pro-
gram or policy matters or the preparation and submission of an appli-
cation, the inquirer should be referred to or the inquiry forwarded to-

Bureau of Higher Education Facilities
United States Office of Edueation
Washington,D. C.2O2O2

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

Regional Offices should provide assistance, when requested by a po-
tential applicant, on engineering, construction, and loan closing matters.
Where such assistance is to be provided, the local representative of the
Office of Education shall be invited to participate. Assistance on other
matters, particularly those pertaining to general program aspects, will
be furnished by the Office of Education.

Inquiries eoncerning a previously submitted. application shall be re-
ferred to the Office of Education.
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CHAPTER 2. APPTICATION PROCESSING

Section 2. Applicotion Review

APPIICATION PROCESSING

Following program review of an application and a preliminary fund
reservation by the Offiee of Education, CFA will be furnished a copy
of the application and appropriate exhibits. At the same time OE will
forward one copy of the application with aII exhibits, including 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 reasouable.

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

X'inancial and legal reviews wiII be made by the Office of Education.

Rcgionol Ofice Proccr:ing

The Chief, Aeademic Faeilities Operations Branch, is responsible for
coordinating Regional Offi ce proeessing.

fn most eases, it will be desirable or necessary to consult with or
render assistance to the applicant in connection with the architectural/
engineering portion of the application. Such meetings could be general
as in the engineering part of pre-application type conferences or spe-
cific to discuss identified problems. Where matters to be covered involve
only CFA review responsibilities and would not affect the scope or edu-
cational features of the project, the Regional Office may communicate
direetly with the applicant antl its architect/engineer. Other matters
shall be referred. to CFA for discussion with OE prior to Regioual Office
contact with the applicant.

Engincering Rcview

The application shall be given to the Engineering Branch which shall
ascertain that all pertinent data is complete and. in sufficient detail. If
data is incomplete or missing:

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

(2) The Chief, Aeademic Facilities Operations Branch, shall be re-
quested to arrange for obtaining the data as provitled above.
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The engineering review shall be reeorded on Form CFA-1212, Appl,i-
cation Reuiew Report (Exhibit A), in accordance with the following
guides and criteria:

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

Type of Facility-Shorv general type of facility to be constructed,
sueh as t t l-library,''' t Chemistry Building, " t t Gen-
eral Classroom Building. "

Item 1. Name of applieant as shown in item A-1 of the application.
Item 2. Project location as shown in item A-3 of the application.
Item 3a. The date and preparer of the drawings/sketches shall be

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

of areas, equipment, etc., is made by the Office of Educa-
tion prior to the engineering review. Differences of less
than five percent between the applieation and review data
need not be reported.
Differenees in area of more than 5 percent should be dis-
cussed with the applicant and./or its architect/engineer to
determine if the differences can be explained; appropriate
comments regarding the differences and reasons therefor
shall be included in the Application Rea'iew Report.
As defined in the OE Regulations (45 CFR, 170.1) :

(l) Total Interior Space Area means the total area meas-
ured between the inside faee of exterior walls.

(2) Assignable Area means the square feet of area in fa-
cilities designed and available for assignment to spe-
eific functional purposes, as distinguished from
janitorial, maintenance, and mechanical equipment
areas, antl nonassigned use areas (e.g., public wash-
room, general building service storage, entrance lobby,
and public stair, elevator, and corridor space).

Assignable -anc[ non-assignable areas are calculated- by
measuring between the center line of interior partitions
and/or walls, and. for areas located on exterior walls, be-
tween the inside face of the exterior walls and the center
line of interior partitions and/or walls.
Exhibit B provides definitions of general classrooms; in-
structional laboratories or shops; other teaehing facilities;
service areas for teaching facilities; library facilities; fac-
ulty offi.ces; research facilities; administrative facilities;
student study faeilities; and other instruction-related
facilities.

Item 3d. The project cost line items on the Application show the esti-
mated. costs for the total proposed. construction; each item
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Line 2b.

Line 3.

Line 4.

ACADEI tC FACI.|TIES 9-2-2

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

Line 1. Preliminary Erpense may include speeific costs,
except construetion 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 eommis-
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 eosts are included on this line, the
applieant is required to attach an itemized list
showing nature of the cost and the amount.

Line 2a. Land, and Rights-of-Wagr. '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
coneerning the qualifications of an appraiser.l
Site costs can cover only the amount of land on
which the facilities are located, including neces-
sary ingress and egress.

Site Clearance includes costs for elearing, grub-
bing, d.emolition, and removal of existing facil-
ities; reloeation of existing utility lines; excava-
tion, fill, and grading required for preliminary
preparation of the site when costs are not in-
eluded in the construction costs.

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 with OE concerning the quali-
fications of an appraiser.l

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 exeess 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.

1 guch points ahau be referred immediately to CFA for discussion with OE.
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Line 5a.

Line 5b.

Line 5c.

Line 5d.

Line 5e.

Line 6.

Line 7.

APPIICATION PROCESSING

Construction includes 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 expansion of a central system is to be
provided instead, the expansion of a pro-rata
share of a new central system can be an eligible
project cost.

Bu,ilt-in Equipment Install'ed, as Part of Basic
Construction includes all costs for audio-visual
intercommunication or other such special equip-
ment and systems to be installed as part of the
basic construction.

Necessary Site Improuement inchdes 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.

Utility Connections may include aII costs for
installation of exterior water, sewerage and gas
service lines beyond 5 feet from building(s) ex-
tended to and connected with public utility or
private systems including tap-on-fee costs. EIec-
trie 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). AII costs
for on-site water supply arad./or sanitary sewer-
age systems may be included if such on-site sys-
tems will be used to service the building(s) in
lieu of public utility system.

Construction Contingency. An allowance of not
to exceed 5 percent of the sum of 5a through 5d
may be included.

See instructions above for Line 5.

Legal Erpereses includes all legal and title costs
directly attributable to the construction covered
by the application, including bond counsel fees
where applicable. Costs for legal services to be
performed by the applicant's own employees may
not be included. Questions concerning the ap-
propriateness of legal expenses shall be referred
to the Regional Counsel.
Ad,ministratiue E rpenses include all administra-
tive expenses to be incurred. However, with the

3/10/554

Line 8.



APPLICAIION PROCESSING

Item 3e.

Item 3f.

g/to/55
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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 sueh eosts are included, specific mention
shall be made on Form CFA-1212. Fees or com-
missions to brokers or negotiators for serviees in
connection with the submission of an application
are not eligible items of expense. Costs of con-
tractual services performed for the applieant or
applicant's building agency in the application of
critical path methods of eonstruction seheduling
may be included.

Line 9. Capitalized Interest Du,ring Construction may
not be included beyond such period as is per-
mitted by applicable State law. If the amount
appears unrealistic, it should be discussed with
appropriate Regional staff. (See Section 9-1-1.)

Lines 10, 11, and 12. Self-explanatory.
Irine 13. Equipnr,cnt Cost Allocabl,a to the Pro;icct may

include all equipment costs (not included in
Lines 5 or 6) which are allocable to the proposed
project where it is part of a larger project. The
cost of built-in equipment, such as utilities,
installed as part of the basic construction is con-
sidered to be a eommon (nonallocable) develop-
ment cost, to be prorated on the basis of assign-
able areas, along with other common development
cost items shared by the proposed project and the
portions of the proposed construction not in-
cluded in the project. Equipment, built-in equip-
ment, and initial oquipment are defined in Ex-
hibit c.

Irine 14. Equ,ipment Cost Not All,ocable to thc I'ro,ioct
may include all equipment costs not included in
Lines 5,6, or 13.

Line 15. Self-explanatory.

'lhis will require a rcview of Parts N and 0 (through Line
6 of a Title I application (I)arts I.l and M of a Title III
application). If not applicable, instrt "NA" in the "Yes"
column.

OE Regulations providr: that considcration will be given to:
(1) Econorny of mainterrancc and operation after construc-

tion is completed.

(2) tlnit costs for similar ctxrstruction in the same area.
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Item 3g

Item 3h

Item 3i.

APPTICATION PROCES'ING

6

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

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

(5) Relationship between the number of floors in the eon-
struction and the costs of land in the immediate viein-
ity, as well as other factors such as distanee between
buildings.

(6) Generally accepted standards for the partieular types
of aeademie faeilities to be pror.ided by the proposed
project.

(7) Reasonable allowance, u,here appropriate and justified,
for harmonious integration of a nelv facility with
architectural characteristics of surrounding buildings,
for creative applieation of proved nerv developments in
edueational media and methods, for planned future
expansion of the facility, 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 relating to the applieation of
proved neu' developments in educational media and meth-
ods. The latter as well as items (5) and (6) u,'ill be evalu-
ated by OE ; as appropriate, however, comments should be
made on those factorsr as necessary.

Eaeh item which appears to be of elaborate or extravagant
design or material shall be noted on Form CFA-1212 u'ith
a discussion of the item and the Regional Office reeommen-
dation. The discussion should cover such aspects as the
incidence of similar construction on the campus or in com-
parable buildings in the locality and any special justifica-
tion presented by the applicant.

Self-explanatory.

Self -explanatory.

The building cost estimate should be derived from the esti-
mated eost of construction and built-in equipment installed
as part of construction plus a five percent contingency, and
the gross building square foot area. The latter is calculated
by taking the sum total area of each building floor be-
tween the outside faces of exterior rvalls or other exterior
lines of measurement based on the following space eharge
allowances:
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(1) Full Spaee Charge-All usable enelosed areas having
a one story height. No space charge shall be made for
basement or ground floor unexeavated areas or me-
chanical and electrical trenches.

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

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

(4) One-Third Spaee Charge-Unenclosed eovered walks
and covered porches.

(5) One-Fourth Spaee Charge-Recessed entranees and
exits, covered walks open on one side only, and open,
usable areas under buildings.

If a projeet consists of more than one type of building,
lyhich makes unit costs for the combined project unrealis-
tic or meaningless, the details by unit should be given as
footnotes in Item 4.

Item 4. Each sub-item marked "No" under ftem 3 must be dis-
eussed under Item 4; other comments should be ineluded
as necessary. Continue on attached sheet if additional
space is required; each attached sheet shall be identiffed
by shorving the project number in the upper, right-hand
corner.

Following completion of revierv 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 eopies together with the application and plans,
to the Chief, Academie Facilities Operations Branch. After F orm CFA-
1212 has been signed by the Regional Director or his designee, the
Chief, Academic Facilities Operations Branch, shall arrange for distri-
bution of F orm CFA-1212 as follorvs:

( 1) Original and two copies to CFA ; CFA will send the original and
one copy to OE, and retain one copy.

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

No announcement of th,e Reglional Ofice's action shall be gh,ten to the
applicant and, pend,ing f ormal approual announcement bA OE, all ques-

tions concerning project status shall be referred to OE.

APPROVAI.

Project approval will be made by and announced by the Office of
Education. Copies of approval documents (see Exhibit D) will be
furnished by OE to CFA rvhich 'rvill send a set to the Regional Office.
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LOAN AND,/OR GRANT AGREEMENTS

The preparation and processing of loan and/or grant agreements and
any amendments thereto is a responsibility of the Office of Edueation.
Copies of such agreements and amendments will be furnished to the
Regional Office by CFA. If the applicant or its bond eounsel raises a
question concerning the agreement and the tetms and conditions therein,
the applicant or bond counsel should be referred to the Office of Educa-
tion. Questions of interpretation of the requirements outside of the
substantive provisions of the agreement, however, should be answered
by the Regional Office lrhenever possible.
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EXHIBIT A

ct l-1212

lrn $N(; AND XO\tr: Pt\A\a}t  (:iX(.Y
(f)\^l:f frY l Ar:LfIrt:s lD!tltsrt r r(rf

A(;,\D0\.I(: t.\(:[.rilr:s PRo(;R.\]l

APPLICATIOX iEVIET REPORT

DaPAATItiT Ot HErr.Ii, a0tclttot, liD rtLtrt,
oaalcE 0t to0crIt0r

b. ls thc p?oi.cl shown ln lh. dr.wlng! th. .ane as thst d..c.ibed io
th..ppltcrllon?

c, Areth.spece.reasobl.id.dtronth.dra*inFlhes.6.&6rhot6ho*ninPsdJ(llrc!
1, 2 .nd 3) of the grEnt aprlic.tton (Pail H of the lom applicstion)?

d. ls lh. p'opsed prorcct colt esllh.le as.ptable2
., lf lhe proiecl is pail ot a l.rSer proiect, is the co6l cslimate allaation

f. Do.s plopo.ed con.truction cohlorn to the Etsluloty 8nd rcEUlatory rcquircmenlg
ot nof,-€leborele 6trd nonerlrivss.nt dcslrn and m6lerisls?

g. Is lh. progosed conslructlon practicsl and does the desi8n contorm to accept6blc
enrlneerint practic.s sd to round safety.t.ndards?

h. ls the estimited conltruction perlod o[ 
-__ 

months acceplable?

l. The building rnit co!t, besed on the building cosl estimet!,
is $ - .- 

- 

pe! sqo6?e fool.

Approval ot the applicEtion is fl recommenaea subiect to any stetcd conditions f]

a. Pr€llhinary drrwinBr/slltch.s dalcd

ch!.i Eqrn..dn. Br.n.n

.. cohi'nh (c-'nilt. m nv.".)
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EXHIBIT A (Poge 2)

{. cohn.nr. aco.d.illd)

Approv.l of lhc applicolior is Ll reconncnded subicct to .ny stated conditio.s [ 
-f no reconmcndcd
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EXHIBIT B

DEFINITIONS OF ACADE'YIIC FACITITIES 1

For purposes of the Act, academic facilities are subdivided into three
types, defined and further subdivided as follows:

(1) "Instructional and library facilities" means all rooms or groups
of rooms used regularly for instruction of students, for faculty
offices, or for library purposes. A room iutended and equipped
for any of the purposes listed belorv should be eounted in the
appropriate category, regardless of the building (e.g., adminis-
trative building, library building, or field house) in which it
is loeated. fnstructional and library facilities are subdivided
into the following categories :

(i) "General classrooms" nrealls all instructional roorns used
or intended and equipped to be used chiefly for lectures,
recitations, and seminar types of class meetings, regardless
of the size of the room. The seating area of an auditorium
or theatre, if regularly usetl lor scheduled class meetings,
should be classified and counted as a general purpose
lecture room.

(ii) "Instructional laboratories or shops" means all instruc-
tional rooms, equipped for special purposes such as chemis-
try experiments, language practice, food preparation and
servrce rn home economics, shoplvork in industrial arts,
painting, etc. (Adjoining areas such as a balance room,
supply room, dark roorrl, or projection room, are considered
to be "service areas for teaching facilities" and are not to
be counted rvith instructional laboratories and shops.)

(iii) " Other teaching facilities " means all other rooms and areas
regularly used or intended for scheduled class meetings or
individual instruction, such as: music practice rooms (for
individual practice) and music studios (where an instruc-
tor's office serves also as a studio, the room should be
counted under "faculty offices") ; playing floors, wrestling
and boxing rooms, indoor swimming pools, and indoor track
and field areas used regularly for instructional purposes.
Storage rooms for musical instruments, seating areas,
Iocker and shower rooms, and equipment issue and storage
rooms used in connection with scheduled classes and located
in the gymnasium are considered to be "service areas for
teaching facilities" and are not 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

rA8 defred in Office of Dducation Regulations 45 CI'R 1?0.1(d)(r).(3)
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EXHIBIT B (Poge 2)

general elassrooms, instructional laboratories or shops, or
other teaching faeilities. Examples of serviee areas for
teaching faeilities are: closets in general classrooms or in
instructional laboratories or shops; rooms adjoirring and
used in conjunetion v'ith instruetional laboratories or
shops, such as a balance room, a storeroom, supply room,
dark room, or projeetion roonl; seating areas, loeker and
shorver rooms, and equipment issue and storage rooms
located in a gymnasium; instrument storage areas adjoin-
ing a musie studio ; etc.

(") "Library faeilities" me&ns rooms or groups of rooms used
for the colleetion, storage, circulation, and use of books,
periodieals, manuseripts and other reading and referenee
materials, including the general library, departmental li-
braries, and rooms for speeial eollections of doeuments,
rooms for storage of films, reeords, and other audio-visual
equipmeni 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 eounted under library facilities. Iri-
brary science laboratories and lecture classrooms loeated in
a library.building arelo be counted as either general elass-
rooms or rnstrurrtional laboratories and shops.

(vi) "Faculty offlces" means all rooms or €rroups of rooms with
office-type equipnrent, u'hieh are assigned to one or more
faculty members for the performanee of administrative,
clerical, or faculty duties other than meeting of elasses.
A studio room in a department of musie or ffne arts,
assigned to one or more faculty members for their own
u'ork, even though oceasionally used for a student lesson,
should be counted as a faculty office. Service areas for
faculty offices (e.g., lvaiting rooms, office files and supply
rooms, interconnecting corrid.ors rrithin a suite of offices,
private toilets, and clothes closets) should be counted to-
gether rvith the offiees themselves.

(2) "Instruction-related faeilities" means all 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 facilities'' includes only rooms and areas lrhich are
assignable for research, or administrative purposes, or for func-
tions related to instruction of students, and rooms or areas which
directly support such purposes. Instruction-related facilities are
subdivided into t.he follou'ing categories:
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EXHIBIT I (Pose 3)

(i) "Research facilities" means rooms or groups of rooms
u'hieh provide research facilities atld are uot made available
for regular class meetings. A room that serves both as an
office and a research laboratory should be counted under
research facilities. Service areas $'hich adjoin and are used
in conjunction rrith research facilities should be eounted as
part of such facilities.

(ii) "Administrative facilities" lneans all rooms or groups of
rooms rvith office-type equipment, other than those rneeting
the definition of "faculty offfces," which are used for the
perfonnance of administrative or clerical d.uties related to
the administration of the educational or researeh programs
of an institution of higher edueation. Service areas for
administrative facilities (e.g., rvaitiug rooms, office files and
supply roorus, interconnecting corridors rvithin a suite of
offices, private toilets and clothes closets) should be counted
as part of sueh facilities.

(iii) "Student study facilities" means all rooms or areas used
as student study rooms, including adjoining toilet or loeker
faeilities.

(iv) "Other instruetion-related facilities" means aII types of
rooms or facilities not included in one of the above cate-
gories, l,hich clearly are related to the instructional or
research programs of an institution of higher education,
and are used for specific funetional purposes, sueh as a
eontrol room or studio used for television instruction or
prograrnmed instruction, or a eentral computer facility
rvhieh is used primarily for instructional purposes, a
museum or exhibition room, an auditorium or theatre
(other thau seating area regularly used for classes and
counted. under "geueral classroofrs"), a conference room,
a greenhouse, or an animal quarters separated from labora-
tory areas. Service areas for any such facility should be
counted together rvith the facilities themSelves.

13) "Related supporting facilities" rneans all other areas and facili-
ties necessary for the utilization, maintenance, and operation of
academic facilities, including building service areas and circula-
tion areas; related supporting facilities are non-assignable areas.
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EXHIBIT C

DEFINITIONS OF EQUIPtrIENT 1

Equipment ineludes, in addition to maehinery, 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 faeility to be provided by an eligible projeet. An
equipment item is a new or replacement item of movable or fixed unit
of furniture or furnishings, an instructional instrument, a machine,
an apparatus, or a set of articles whieh meets all of the following
eonditions:

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

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

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

For any item (with the exeeption of library books, which are ex-
eluded under Publie I-.iaw 88-204 from the definition of equipment)
listed in pages 101-121 (alphabetieal List of Supplies and Equipment)
of Il. S. Department of lfealth, Education, and 'Welfare, Office of
Education, Bulletin 1959, No. 22, the determination between equipment
or expendable supply item as eontained therein shall apply. For any
item not listed therein and not otherwise defined in Regulations of the
Office of Edueation, determination as to eligibility as an item of equip-
ment shall be made by applying the above criteria.

Brr,ilt-in Equ,ipmcnt includes equipment items that are permanently
fastened. to the building and function as part of the builtling and have
a useful life approximately equal to that of the building; and equip-
ment items that are permanently attached to the grounds and funetion
as part of the grounds.

Initial Equipment means equipment acquired and installed in cou-
nection with: erection of new or expansion of existing struetures;
acquisition and. preparation of existing structures; or rehabilitation,
alteration, conversion, or improvement of existing structures. In con-
nection rvith ereetion of new or expansion of existing struetures, or with
acquisition of existing structures, initial equipment shall include only
that equipment which must be placed in the proposed facility in order
for it to aeeommodate the functions for which the facility has been
programmed and designed. In the case of the rehabilitatiol, alteration,
conversion, or improvement of existing structures, initial equipment
also may include equipment installed to replace obsolete or worn out
equipment.

1 As deffned in Office of Education Regulations 45 CFR, 1?0.1(1)
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EXHIBIT D
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EXHIBIT D (Poge 2)
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CHAPTER 2. APPTICAIION

Section 3. Reports

INTRODUCIION

This Section provides for the reporting of project data neeessary for
Academie Facilities Program management purposes and for furnishing
projeet information to the Offiee of Edueation and other Federal agen-
eies. This reporting and eontrol systcm is designed to proiluee a maxi-
mum degree of eontrol and a uniform flow of information with a mini-
mum amount of effort. Statistics. holever, ean be no more aecurate
than the data on rvhich they are basecl. Aeeuraey antl timeliness are
essential. ft is important, eonsequently. that each paltieipant reeog-
nize the importanee of eaeh funetion in tle system antl the interdepend-
ent nature of the system-i.e., each funetion must be performctl before
the entire system can be useful.

More than one person in eaeh reporting segment of tlre Regional
Offiee shall be thoroughlv familiar with these procealures to assure
continuity and accuracy of reporting.

GENERAT DESCRIPIION OF THE SYSTEM

The reporting and eontrol system eonsists of the follol'ing basic ele-
ments:

(1) A deek of key action punehed eards identifietl by a violet band
aeross the lensth of the eartl. A deck for each projeet will be
furnished to Reqional Offices in three elear plastie envelopes
'whieh are to be distributetl by the Reports and Control Assistant
as follows:
(a) The first envelope will contain pre-punched eards for key

actions to be reported by the Chief, Academie Facilities
Operations Braneh;

(b) The second group is aoplieable to key actions rvhich are to
be reported by the Engineering Braneh ;

(c) The third plastie envelope will eontain cards applicable to
aetions to be taken by the Legal Division.

The Chief, Aeademie Faeilities Branch, the Engineering Braneh,
and the Legal Division shall establish ancl maintain a file of the
plastie envelopes eontaining key aetion cards. The file shall be
in alphabetie State sequenee antl in OE project number order
within each State. fn instanees u,here a projeet is attrited or
closed out, plastic envelopes are to be returnecl to CFA (Atten-
tion: Statisties and Reports Division) and any remaining action
cartls discardetl.
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Also, whenever a project attrition action is reported to CFA, the
Academic Facilities Operations Branch shall notify the Engi-
neering Braneh and the Legal Division in order to enable them
to discard their key aetion cards and return the plastic envelopes.

A separate eard will be provided for each action; except where
two or more eards are provided (e.g., construction status), action
dates shall be reported only onee; i.e., the date of the initial
action. Eaeh eard has a pre-printed and pre-punched OE project
number; in addition, the Application Receiued card. has a CFA
serial number which shows the Region, State, and a serial number
for the project. The CFA serial number is designed to facilitate
eontrol of the deeks of eards and for CFA reporting purposes
and should not be used in lieu of the OE projeet number. fn cases
where more than one application is involved in a single project
(e.g., a loan and a grant), three additional cards (Application
Receiueil, Approual, Agreentent) rvill be sent to the Regional
Office with the second application (see Note precetling para-
graph (1) (b) below.

(2) + set of aetion atlvice cards for internal Regional Office report-
mg;

(3) Project Control Card, Form CFA-111-AF, maintainetl by the
Aeademie Facilities Operations Branch.

ACTION REPORIING

The appropriate teehnical branch or the Aeademic Fasilities Opera-
tions Branch shall prepare on the date the action occurs or notification
thereof is reeeived :

(1) A key action punched eartl identifietl by a violet band across
the length of the eartl; or

(2) Action adviee card.

Cord Hondling lnslruclions

It is imperative that the key action punched cards be handled with
extreme eare. The cards should. not be clipped, stapled, bent, or foltled
and rubber bands shall not be tightly placed arouncl cards so as to dam-
age their edges.

Entries on all cards shall be rnade rvith ballpoint pens and shall be
legible to facilitate keypunch opcrations.

Preporotion of Key Action Punched Cords

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

(a) Loan Application Receiued, cartl antl Grant Application
Raceiued, card (see Exhibit A). The appropriate caril shall
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- be prepared by the Academic Facilities Operations Branch,
upon receipt of the application as follows:

Begiott-tslock "A" is pre-punched to identify the Re-
gion. Accordingly, no entry is required.

State-Block ((8" is pre-punched to iclentify the State.
Accordingly, no entry is required.

flo.-tslock " C " is pre-punched to show the CFA serial
number within the State. Accordingly, no entry is
required.

OE Project Nu,ruber-Block "D" is pre-punched to show
the OE project number. Accordingly, no entry is re-
quired. The OE project number consists of the OE pro-
gram identification (first tligit) plus a serial number. The
program identification is :

" 1"-Title III loan for grarluate facilities ;
( t 2''-Title If gr.ant ;
( ( 

$ "-$egllsu 103 grant ;

' '4''-Section 104 grant ;

" 5 "-Title III loau for undergraduate facilities.

Belatecl Project l{umber-In many cases, both a loan and
grant will be requested for a project; in such cases, OE
assigns a project number for the loan application and a
different project number for the grarrt application. Where
two OE project numbers are used, one will be shown in
Block (D) and the other in Block (E).
Related, College lIo'using Project .l[o.-As appropriate,
enter in Block (F), the college housing project no. asso-
ciated with the project. If the college housing application
is received subsequently, enter the college housing project
number on the next Key Action Punched Card used
(space is provided on Application Revier,v, Approval by
OE, Agreernent, Interim Revision, and CFA-150 cards).

Au,th,orizcd b,y-Block (G) shall be initialecl by the Chief,
Acadernic Facilities Operations Branch.

Fed,eral Grant Aruount-It Block (1) enter the Federal
grant amount requested. by the applicant under P.I-/. 88-
204 to the nearest dollar. Where necessary for Sectiou 104
grants, show grant amourrt determined by State Commis-
sion and adjust " Other Funds. "
Percent Grant-In Block (1a) enter the perceut the Ferl-
eral grant is of the eligible development cost as derived
from Part A of the Application; show the percentage to
the nearest whole number.
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4

Federal Loan Amou,nt-Tn Block (2) enter the Federal
loan amount requested by the applicant under P.L. 88-204.
Report the amount to the nearest dollar.
Percent Loan-In Block (2a) enter the percent the Fed-
eral loan is of the eligible development cost as derived
from Part A of the Application; shorv the pereentage to
the nearest whole number.

Priuate Borrowings-In Block (3) enter total of all bor-
rowings from private sources cxcept interim constructiotr
financing.

Oth.er Funcls-In Block (4) enter other funds, such a"s

applicant funds, appropriations, other Federal fulrds,
other non-Federal funds except for private borrowings,
etc. If more than one source is involved, only report one
total to the nearest dollar to cover the sum total from all
sources. Also see "Federal Grant Amount" above.

Note: Amounts reported. for grants, loans, private bor-
rowings, and other funds must equal the total
project cost.

Institution Name-In Block (10) insert the name of the
institution applying for the loan. Use abbreviatiorrs for
name of institution as shown in code list book.

Project Location-In Block (11) insert the city or town
in which the project will be located. Abbreviate name of
city not to exceed 15 digits. In Block (12) insert the
county in which the project will be located. Use exact
spelling and abbreviations as shown in county eode list.

Countg Cotle-In Block (12a) insert the county code as
shown in the code list book alongside the name t-rf the
county.

Congrcssional District-In Block (13) insert the Con-
gressional district in which the project will be located.
Enter the letters AL for Congressional districts at large.

Multi,ple Location Designator-In Block (14) insert the
letter "M" if the project involves construction locaterl in
more than one city, county or Congressional District. The
Application Reeeived Card shall be prepared for a selected
primary project location which shall contain total dollar
amounts and total scope for all locations as well as all
other required data as set forth in (1) (a) above. In addi-
tion, a separate applieation card shall be prepared for
each of the other loeations as follows:

In Block "A" through ((D" duplicate the inforrnation
as shown on the selectecl primary location project. In
Block (C) to the right of the dotted line, enter the
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letter A. If more than one subsidiary location is in-
volved, enter in alphabetic sequence the appropriate
letter on each card. For example, if there are three
subsidiary locations in addition to the primary loeation,
enter in Block (C) the letter A for the first subsidiary
location, the letter B on the next card for the second
subsidiary location and the letter C on the third card
for the final subsidiary location. Enter only one alpha-
betic letter on each eard in Block (C). Also, enter data
in Blocks (10) through (18) in accordance with instruc-
tions contained in (1) (a) above. Also in the upper por-
tion of Blocks (13) and (12a) enter the Congressional
District and the county, respectively, of the selected
prirnary location.

Redeuelopment Areas-In Block (15) insert the appropri-
ate project location redevelopment area code, if one is
applicable, i.e., A, B, or S. The "A" is for 5a area,"B"
for a 5b area, and " S " for a substantial unemployment
area. Source for this information is Department of Oom-
Ilerce, Sumrnary List of Redevelopment Areas, Area
Designation Status Report and change sheets issuetl by
ARA.
Institution Corl,e-Tn Block (16) enter the institution
code as shown in the CFA Code List Book "A" alongside
the name of the institution.
Institution Type-In Block (17) enter the type of insti-
tution code as shown in the CFA Code List Book "A".
ilnrollm,ent Cotle-In Block (18) enter enrollmerrt code as
shown in OFA Code List Book "A" for enrollment
langes. The appropriate code shall be detcrmined by the
enrollnrent shown in Item C3h of the Application.
I'roject 'l'ype-In Block (19) insert the followirrg project
type code as obtained from "Distribution of Assignable
Area to be Provided by the Project for Which a L<.ran
(Grant) is Requested" in the Application; if there are
rnore than one type of assignable areas, show tJre two
rnajor types as determined by the square feet shown under
assignable area:

( 
' 1"-Gelreral Classrooms

('! "-f6sfluctional laboratories anrl shops

'(3 "-Other teaching facilities
(({ "-$slyice areas for teac}ring facilities

" 5 "-Library facilities
((g "-P6sslty ofiices
( ( 

J "-Rg5ssrch facilities
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" 8 "-Administrative facilities
((9 "-Student study facilities
' ' 10 ' '-Other instruetion-rel ated facilities

Constru,cti,on ltlentification-In Block (19a) insert one or
more of the following construction idcntification cocles as
obtained from " Breakdown of Development Cost Items
for the Proposed Construction" in the Application:

'(1"-dgqsisition of existing structure (s)

't17'-S,vsslion of new structure(s) or addition(s)
" ! "-R,sfusbilitation, alteration, conversion, or im-

provement of existing structure (s).

Date Application Receiued,-In Block (20) enter month,
day and year (e.g., 9-6-65) the application is received in
the Regional Office.

Application Date-In Block (21) insert the date of appli-
cation as obtained from last page of application.

Note: fn instanees wltere more than one application is
associated with a project (e.g., loan and grant ap-
plications), three additionl acti<in cards will be
furnished by CFA at the time the subsequent ap-
plication is forwarded. These cards-Appl'ication
R e c eiu ed, L o an, f G r ant Ap pr oa ed b y O E, and. L o an /
Grant Agreement Receiaecl-are to be given to the
Academic Facilities Operations Branch for inser-
tion in the plastic envelopes containing the cards
for the first application. It should be noted that the
project number for these cards will be the project
nurnber for the first application; the project nurn-
ber for the subsequent application rvill be sltown as
tlre relatecl project number.

Subsequent Appl,ication Receiuetl cards require the entry of
only the follo'tving information:
( t ) Action Date-Illock (20)

(2) Date of Application-l3lock (21)

(3) Fund Data-Blocks (1), (2), (3), antl (4)

(4) Loan and Grant Percentages-Blocks (1a) and (2a)

(5) Authorization-Block (G)

The other blocks should be complete<l only rvhcre tlrere is a
chauge to appropria.te data.

(b) Application Reuiew Report (see Exhibit B)-This card shall
be prepared by the Acadetnic Facilities Operations Bratrch,
as s'hown belolv, following the Regional Director's siguirrg
of Forrn CFA-1212, Application Reuiew Report.
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Cost Per Squ,are Foot-In Block (6a) insert the cost per
square foot as obtained from Item 3(i) of the Application
Reuiew Report.

Action Datc-In Block (20) insert the date the liegional
Director signs the Application Reui,ew Report.

(e) Loan Apytroued by OE and Grant ATtproued, b11 Oil (see
Exhibit C)-These cards shall bo prepared by the Academji:
Facilities Operations Branch as follows:

Acl,ion, Datc-In Block (20) insert date project approval
signed by Associate Commissioner, Bureau of Higher Edu-
cation Facilities, Office of Eclueation.

All Other Blocks-Enter data only where rcvisiotrs have oc-
curred in data previously furnished I sholr. only those items
that have changed.

(d) Loan Agrecment Receiucd and, Grant tLgreem,ent Recciued,
(see Exhibit D). These eards shall be prepared by the
Academic Facilities Operations Braneh as follows:

Loan Term-In Block (2b) insert the repayment period for
any Federal loan.

Intarest Rate-In Block (2c) insert interest rate, in cleci-
mals, for any Federal loan.

Action Date-In Rtock (20) insert date loan or grant agree-
ment received by tlie Regional Of6ce.

Agreentent Date-h Block (21) inscrt thc date the loan or
grant agreement fully executecl.

Alt Other Btocks-Enter data only rvhere revisions have oc-
curred in data previously furnished; show only those items
that have changed.

(2) CONSTRUCTTON GROUP

Each of the following cards are to be prepared by the Engi-
ncering Branch for the key aetions set forth below and as shown
in Exhibit E; in eaeh case, the Chief, Engineering Rranch, shall
initial Block " G, Authorized By. " The cards must be prepared
rvith a ballpoint pen. After completion, each key aetion card
shall be sent to the Academic Facilities Operations Branch for
forwarding to CFA. Nofe.. Changes in dollar amounts and scope
which occur during the pre-construction and construction phases
shall be reported to Ctr'A by the Chief, Academic Facilities Op-
erations Branch, on Interim Reuision cards in accordance with
Item (4) below.

(a) Architectf Engineer Agreement Receiued,-In Block (20) in-
sert the date the agreement was received in Regional Office.
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(b) Arcltitcct/Enginecr Agrcemcnt Concu,rrcnce-In Block
(20) insert the date the Regional Director signs lettcr of con-
currence.

(c) ProTtosccl, Contract Dour,ments Receiuecl-Tn Block (20) in-
sert the datc Regional Office received the proposed eontract
doeuments.

(d) ProTtosccl, Contract Docu,nr,ents Concurrcnca-Tn Block (20)
insert the date the Regional Director signs the letter of con-
currenee.

Note: Cards (a) throuSh (d) are identical exeept for the
aetion deseription legencl.

(c) First Contract A.uarcl, Concu,rrenae, (see Exhibit F)-Trr Block
(20) insert the date the letter is signed by the Regional Director
advising the applieant of eoneurrence in arvarrl of the 1st eon-
struction contraet. In Bloek (21) enter the date of bid openins.
Tf bids were obtained by advertising. insert "A" in Block (30);
if bidders were seleeted. show numbers of bidders seleeted in
Rlock (30). In Rloek (30a) shorv number of bitls receivecl. Tn
Block (6) enter estimated eonstruction eost (i.e.. thc total eon-
struetion line item) of the pro:iect to the nearest dollar; the esti-
rnated equinment eost (i.e.. all equipment eost except that in-
cluded in the eonstnretion line item) shall be enteretl in Blocl<
(7). Do not report the dates of any subsequent contraet arvartls.

(f) 0onstnr,ction Sto,rtad earil (see Exhibit G)-Tn Bloek (20) enter
date of eonstruetion start. A eonstruetion start is defined as the
tlate on rvhieh labor or equinment is first employetl on the site
and shall be obtaineil from Form CFA-200, Peri,odia Inspection

Report. fn instanoes where more than one eonstruetion contraet
is involved, only the start on the ffrst stnrcture or first eontract
shall be reported. In Block (21) show the date the Regional
Direetor signed the letter eoncurring in the exeeuted contract
doeuments.

(g) Constrtrction Proqrc,ss eard (see Exhibit H)-In Block (22)
enter date insnection made or clate given in Form CFA-249. In
Blocl< (32) show pereent eonstruetion eompleted as obtained
from Forms CFA-200 or CFA-249. Tfowever, percent construe-
tion eompletetl shall not be reported until there is a ehange of
10 percent from the previous report.

In Block (20) show date construction was substantially com-
pleted; that is, when the project 'was usable for its intended
purposes. In Block (21) show date project was aetually in use,
if in use prior to the final inspeetion. In Bloek (23) shorv date
of final inspeetion as obtained from Form CFA-250. These ac-
tions shall be reported as they occur; however, if reporting in-
formation for more than one item is available, two or more items
shall be reported on thc same card.
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APPTICATION PROCESSINC ACADEMTC tACtUTtES 9-2.3

(h) Project Delag card, (see Exhibit I)-If a project is delayed for
a minimum of 10 working days for one or more reasons, the delay
shall be reported. on a Project Delay card. In Block (20) enter
the date on which the delay commenced ancl in Block (31) enter
the appropriate delay code as shown below. In instances where
there is more than one reason for delay, select and report only
the code for the primary cause of delay.

When the last cause for delay is resolved and progress is re-
sumed, report the stop of delay by submitting a second- Project
Delag card with the date delay stopped shown in Block (21).
However, if a delay continues for causes other tltan the primary
delay reported, stop of delay shall not be reported until all de-
lays have been resolved.

Delay codes are as follows:

C onstruct,ion Start D elay ed,

STATI]S
OODE

A1
A2
A3
A4
A5
A6
.L7

Construction Delayed, After Start
STATUS
CODE DEITAY

DEIJAY
Legal Problems
Financial Problems
Weather Conditions
Material Shortages
Equipment Failure
Labor Problems
Other

Weather Conditions
Material Shortages
Equipment Failure
Irabor Problems
Site Condition Problem
Other

B1
B2
B3
ts4
B5
B6

(3) I,OAN CLOSING GROUP

Each of the following cards is to be prepared by the Legal
Division. In each case, the Chief Counsel or his designee shall
initial Block " G. Authorized lly. " The following key action
punched card shall be given to the Academic Facilities Opera-
tions Branch for forwarding to CFA.
(a) Bond, Counsel Opinion Receiued, cartl. (This carcl is identi-

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

-In Block (20) insert the date the preliminary opinion is
received in the Regional Office.
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9-2a ACADE^ tC FACIUT|ES APPTICATION PROCESSING

(b) Bond, Award, card (see Exhibit J)-In Block (20) enter the
date the bonds were awarded. to private bidders and/ or the Gov-
ernment: In Block (33) enter ((A" if bonds were advertised; if
bonds were not advertised, enter "N". -Where 

bonds were of-
fered to private bidders, show in Block (34), the number of re-
sponses.

In Block (8) enter the total value awarded to the Government.

In Block (8a) enter the first year and last year of maturities
covering the total Federal bond purchase. In Block (8b), insert
the applicable Federal interest rate in decimals. In Block (9)
enter the total value awarded to private bidders. In Block
(9a) enter the frst year and last year of maturities covering
total private bond purchases. In Block (9b) insert the net in-
terest cost.

(c) Loan Closi,ng Held, card.. (This card is identical to that shorvn
in Exhibit E except for the action legend)-In Block (20) insert
the date of formal loan closing (see Section 2l-3-4).

Action Ad,uice cards (see Exhibit K)-Information regarding
certain actions, reported for Regional Control purposes, is not
necessary for central program management. Reporting of this
information is accomphshed through use of eight identical Action
Ad,a'ice cards. Each card is sent only to the Academic Facilities
Operations Branch following action taken. In eaeh case, the date
of action is entered in Block (1), the appropriate action checked
in Block ( 2 ) , and the card initialed in Block " D ".

(a) The following key action eards shall be prepared by the Chief,
Academic Facilities Operations Branch:
(a) Interim, Beaision card (see Exhibit I-)-This card shall be

used. to report changes in data when such changes occur be-
tween key actions or which occur during the constructiou
period. !'ive revision cards are being furnished; each card
contains a letter designation from "A" through "8", the
Ieft side of Block 3. Unless these cards are submitted irr
alphabetical sequence, starting with the letter ' ' A' ', machine
operations will not reflect the Iatest reyisions. The instruc-
tions applicable to the preparation of this card are, with five
exceptions, identicai to those for entering the data on the
Appl,ication Receiued, card. One exception concerns the
omission of the application date and the others cover the i:r-
clusion of construction cost in Block (6); cost per square
foot in Block (6a), equipment cost in Block (7), and in
Block (40), an alphabetic identifcation denoting the last
key action reported (such designation appears to the right
of the printed key action legend). The Interim Reuision
card woulcl reflect changes which should be shown in Reuised
Project Summaries inclutling overruns and underruns.
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APPTICATION PROCESSING ACADEMIC FACTUITES 9-2-3

(b) Attrition card. (see Exhibit M)-This card shall be prepared
to report the following actions: Disapproval, applicant
withdrawal, and cancellations; in each ease, action shall be
reporteil only follorving notifieation by OE. In Block (20),
enter the effeetive date of the aetion. In Bloek (37) enter
the appropriate type action code as defined below. In Rloek
(37a) enter the letter tlesignation P, G, or I,l as follows:
Enter the letter "P" when an entire project is attrited; if a
projcct consists of both a grant and a loan, enter the "G"
if the grant portion is attrited or enter the letter "Lt" iI
the loan portion is attrited. If the loan and grant are both at-
trited either at the same time or at different points in time,
cnter the letter "P" to indicate that the entire project is
attritetl. For example, if a loan is attrited. "L" wonld be
cntered and subsequently if the grant is attrited,ttP" u,ould
be entered. After preparation and submission of an attrition
card eontaining the letter designation "P", for any aetion
D1 through C4, discarcl all remaining cards for that project
since no further key aetions are to be reported on attrited
projeets. The tissue copies will serve as notiee to the L.regal
Division and Engineering Braneh to discard any remaining
cards.

Show for actions taken by the Government or the appli-
cant prior to pro.ject approval by the Office of Education:

((D1"-Action taken- by the Government not to approve
the project beeause the applicant or project is
ineligible or where the application is unaccept-
able for onc or morc reasons.

"I)2"-Failure by the applicant to reply to a Govern-
rnent rcquest for additional information within
the time specificd.

" W "-Positivc action taken by the applicant to reseind
its application, thereby precluding any further
Governmcnt partieipation.

Show for actions takcn by the Governtucnt or the appli-
cant alter projcct approval:

"C1"-Action taken by tlrc Govcrnment to cancel the
project because of applicant failure to mcet tech-
nical requirements.

('CZ))-gtailure by the applicant to reply to a Government
request for additional information within the
time specified, except where such failure is due
to private sale of bonds.

((C3"-Preclusion of any further Government participa-
tion because all bonds lvere sold privately.
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9-2-3 ACADEI tC FACIUT|ES APPlICAIION PROCESSING

"C4"-Positive action taken by the applicant to rescind
its application, thereby precluding any further
Government participation, for any reason other
than private sale of bonds.

(c) l'orm CFA-1250 card (see Exhibit N)-In Block (20) enter
the date Form CFA-1250 was signed by the Regional Di-
rector. In addition, the Chief, Academic Facilities Opera-
tions Branch, shall ascertain if other items listed on the card
should be changed.

('J) Project Close,-Out eard. (This card is identical to that
shown on Exhibit N except for the action legend)-In Block
(20) enter the date of project elose-out as contained in the
notification from OE. In addition, the Chief. Academic
Facilities Opcrations Branch, shall ascertain if othcr items
listed on the card should be changecl.

PROJECT CONTROT

'When a key action purrched card or an Action Aduice is received by
the Aeademic Facilities Operations Branch, an appropriate entry shall
be made to the Project Control Caril, Form CFA-111-AF (Exhibit O).

At the close of each day, the Academic Facilities Operations Branch
shall send to CFA all key action punched cards for actions occurring
during that day. The cards shall be insertetl in a pre-printed envelope
furnished for this purpose. In the event no key actions occur during a
given day, an empty envelope with an ''x' ' marked in pencil by thc ' 'No
Action " designation block, shall be sent to CFA.
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EXHIBIT D
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ACADET TC FACI.|T|ES 9-3

CHAPTER 3. PRECONSTRUCTION

'lhe instructions for preconstruction activities for the Academic
Facilities Program are pnrvided in Sections 20-1-1 and 20-7-2, except as
supplemented below,

INITIAT CONTACT

Upon receipt of OE's notice of approval, the Regional Director shall
send the applicant a letter advising of the Regional Office's role and
the desirability of an early conference. 'Ihe letter shall also forward
copies of:

(1) Preeonstruction pamphlets, Forms CFA-232 and CFA-232A.

(2) Form CFA-204, three copies,

(3) tr'orm CFA-205, three copies.

(4) Form CFA-210.
(5) Form CFA-238-AF and prescribed 238 series forms.

ARCHIIECT/ENGINEER AGREEMENI

The letter to the owner advising that the architect/engineer agree-
rnent is aeceptable shall contain a specific finding that the agreement
provides for adequate supervision anrl on-site inspection. A copy of
the letter shall be sent to: (1) CFA for review and referral to OE, and
(2) to the Regional Representative of the Office of Education.

WAGE RATES

Wage rate procedures shall follow those for college housing projects
as prescribed in Section 20-1-1. Requtsts for rvaivers (see Chapter 9-4)
shall be submitted with full particulars to CFA for referral to OE. CFA
will advisc the Regiorral OIfrce of OE's determination regarding the
Iabor provision waiver.

PTAQUES AND TABTETS

Plaques and tablets are subject to the regulations of the Office of
Education with respect to design and wording. Questions received con-
cerning plaques and tablets shall be rerfemed to the Regional Represent-
ative of the 0ffice of Education.

CONSTRUCTION SIGNS

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-T(AF) contains specifications
for construction signs,

3/to/65 I



PRECONSTRUCIION

PROJECT PHOIOGRAPHS

The owner is required to furnish three sets of prints of ivhich two
sets shall be sent to CFA. CFA will furnish one set to OE. (See
Section 20-1-1and Form CFA-232.)

PROPOSED CONTRACI DOCUMENTS

Review of the proposed contraet documents rvill be made to assure,
among other things, that:

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

(2) Proposed bidding proeedures eonform to required proeed.ures
for obtaining competitive bidding (see "BIDDING" below).

(3) Regulations of the Office of Education have been followed.

The Regional Office letter advising the owner of the Government's
concurrence with the proposed contract doeuments, shall include any
qualifying conditions and the folloN'ing paragraphs:

Government concurrence y'ith the project contract documents
attests only to the fact that the documents are considered. satis-
factory rvith reference to the requirements of the agreement
between the Owner and the Offiee of Education. Sueh approval
does not imply responsibility for design nor attest to the accuraey
of details or dimensions, proper selection of materials, or com-
plianee with applieable eodes or ordinances.

You may now proceed to obtain bids in aecordance with the
instructions eontained in Form CFA-232, Preconstruction Infor-
mation f or Owners.

A eopy of the letter shall be sent to CFA for referral to OE 1, the
owner's architect/engineer, the Regional Representative of the Offiee
of Education, and the Field Engineer.

BIDDING

Construction and equipment eontracts shall be awarded through the
use of open competitive bidding prior to arvard of the construction con-
tract. Bids shall be obtained, at the option of the applicant and in
accordance 'rvith State and local legal requirements, either by public
advertising or by obtaining three or more bids. Where bidding by
invitation is used, the owner must permit any bona fide eontractor not
on the selected list to obtain contraet documents and submit a bid. If
one of the selected contractors is low bidder, the contract u'ill be
arvarded to him. If the low bidder is uot one of the selected contractors,
the owner will determine his qualifications and, if qualified, the award
must be made on the basis of the lorv bid. Combined bids are acceptable
in aecordanee l'ith the provisions in Section 20-l-2.

1I'orm Ctr'A-1270 is availnble to transnrit this flnd other Acadenric Facilities program docu-
ments to CFA.

2 3/t0/5s
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PRECONSIRUCTION ACADETIi|C FACTUTTES 93

CONCURRENCE IN AWARDS

'Where the Regional Offlce fincls that the total amount of the proposed
awards would.:

(1) Overrun the amount budgeted for construction, or would leave
an insufficient coustructiou contingency amount, the Regional
Director shall immediately advise CFA so that appropriate
arrangements can be matle with OE. The Regional Office memo-
randum shall show:
(a) Reason(s) for the overrun;
(b) Whether the applicant proposes and is able to finance the

overrun;
(e ) Tabulation of bitls;
(tt) 'Whether or not a rebidding might produce lorver bids;
(e) Recommendation as to the acceptability of the low bitl.
A copy of the most current estimate of cost supplied by the
applicant shall be furnished with the memorandum.

(2) Underru:r the amonnt budgeted for construction inclutling the
construction contingency by :

(a) $l-,000 or more, shall advise CFA by memorandum so that
appropriate arrangements may be made with OE to reduce
the grant and/or loan.

(b) Lress than $1,000, the excess fuucls shall be retained in the
construction line item. Such undermns may not be used to
increase the scope of the project, nor to exceed the properly
applicable grant percentage in the case of a grant project.

A copy of the Regional Office 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 Offiee of Education, and the Field
Engineer.

If the project is located in one of the cities shown in Exhibit A, the
Regional Office shall provide the designated Area Coordinator for the
President's Committee on Equal Employment Opportunity, upon eon-
currence in award, with the following information:

(1) Project number;
(2) Construction site address;
(3) Name and add.ress of prime contractor;
(4) Total dollar value;
(5) Estimated starting date;
(6) Estimated completion date.

Where the Regional Director is unable to concur in the award., he
shall advise CFA by memorandum, stating the reasons for his objection
and the recommended aetion. Upon review, CFA will refer the matter
to OE for determinatiou. Advice of OE's decision will be forwarded
by CFA to the Begional Office which shall inform the applicant. Copies

9/2/6s 3



9.3 ACADEMIC FACII.ITIES PRECONSTRUCTION

of the Regional Offfce letter shail be sent to: CFA for referral to OE ;
the Regional Representative of the Office of Educatiou; antl the Fieltl
Engineer.

EXECUTED CONTNACI DOCUMENIS

Whenever the Regional Director advises the applieant that there are
specifiecl objections to the executed contract documents which would
preclude concurrence and whieh eannot be resolved under the terms of
the OE-HI{FA Agreement, a copy of the letter shall be sent to: (1)
CFA for referral to OE, antl (2) to the Regiona,l Representative of the
Offiee of Edueation.
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PEECONSIRUCTION

Atlanta
A. Frederick Smith
Deputy Regional Director of UB,
Ilousing and Home Finance

Agency
Peachtree- 7th Building
Atlanta, Georgia 30323
Telephone : B -404-526 -5482

Baltimore
Marvin R. Fuilmer
Deputy Contract ComPliance

Officer-GSA, Room 1325
Washington, D. C.20405
Telephone : 8-202-183-5385

Boston
John J. Brosnahan
Assistant Regional Counsel
GSA, 620 Post Offiee Courthouse

Bldg.
Boston, Massachusetts 02109
Telephone : 8-617-CA-3-2621

Chicago
Alonzo J. Jernigan
1248 West 112th Street
Chicago, Illinois 60643
Telephone : 8-3 12-'WA-2-9204

Cincinnati
Jolrn W. Rogers
Office of Veterans Re-employment

Rights
U.S. Department of Labor
600 Hoffman Building
139 South Fourth Street
Louisville, Kentucky 40202
Telephone : 8 -5A2-582 -5239

9/1/65
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Charles E. Doneghy
CSC, Engineers Building
1365 Ontario Street
Cleveland, Ohio
Telephone t 8 -212 -247 -2430

Detroit
Theodore T. Jones, Director
Office of Administrative Services
Detroit, Michigan Post Office
Detroit, llichigan 48233
Teiephone : 8-313-WO-5 -37 50 -

x 433

Houston
R.b."t J. Baxter
Chief of the Manageurcnt Branch

of New Orleans District
Corps of Engineers
U.S. Army Engineer District
I'.O. Box 60267
lrlt-.w Orleans, Louisiana 70160
Telephone : 8-504-UN-5-1121

Kansas City, Ilissouri
Same as Cincinnati

Los Angeles
\Yilliam II. Rice
Contract Compliance ()fficer
CEBMCO
1'.O. Box 4187, Nortou Air

Xtorce Base
California 92409
'Ielephone : B-714-382-5821

it{emphis
Jodie G. Eggers
I'resident's Cornmittec on Equal

Employruent Opporturiity

EXHIBIT A

THE PNESIDENI'S CO'AMIIIEE ON EQUAT EMPTOYIVIENT OPPORTUNITY

AREA COORDINATORS

May 11, 1965

Clevelaud

t
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EXHIBIT A (Poge 2)

Room 361, U.S. Courthouse
Nashvillc, Tennessee 37203
T eleplrone : I -615 -242-587 1

Nashville
Same as lfemphis
Nervark
nrtpt g. Cornell
HHFA
346 Broaclway, Room 910
New York, Nerv York 10013
'Ielephone : 8-212-RE-2-8000

x7325
Nerv Orleans
Same as Houston

Nerv York City
l\{urray Geller
Regional Compliauce Officer
National l-rabor Relations Board
745 Fifth Avenue
New York City, New York 10022
Telephone : 8 -272-7 5t-5500

Philadelphia
Paul H. Pearce
Public Housing Administration
HHFA (Philadelphia)
928 Widener Builtling
Juniper and Chestnut Streets
Philatlelphia, Pennsylvania 19 107
Telephone : 8 -215 -597 -2497

Pittsburgh
Cornelius J. Daly,
Regional Director

Community Facilities Ad m iu.
HHFA, 936 Widener Builcling
Chestnut ancl Juniper Streets
Philadelphia, Pennsylvania 1 9107
Telephone : 8-215-597 -2650

Pittsburgh office:
Room 2230 New Federal Bltlg.
1000Iriberty Street
Pittsburgh, Pa.15222
Tel. 8-412-644-2768

San Francisco
Arthur J. Bradford
FHA Insuring Offiee
100 California Street
San Franeisco, California 94111
Telephone : 8 415 -556 -2238

St. Louis
\Y. W. Zenfell
Supervisory Park Engineer
Jefferson National Expansion

Memorial
National Park Service
Department of Interior
ll North 4th Street
St. Lrouis, Missouri 63102
Telephone : 8-314-MA-24471

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

9/2/55
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ACADEMIC FACITITIES 9.4

CHAPTER 4. Conslruclion

The instructions for construction activities for the Academic Facili-
ties Program are providecl in Sections 20-2-1,20-2-2, and 20-2-3, except
as supplemented belorv.

]ABOR PROVISIONS

The follorving labol provisions are applicable to the Academic Facili-
ties Program:

Woge Rotes 1

\\'age rates paid for labor must not be less than the prevailing wage
as determined by the Secretary of I-rabor and embodied in the construc-
tion contract. Department of l-.,abor Form SOIr-155, Wage Rate Inf or-
ntation, rvith the Agency rrame ancl Regional Office address, and the
Department of I-,labor' \yage determination affixed thereto, must be
posted at the project site.

Dovis-Bocon Acl

The provisious of the Davis-Bacotr Act as set forth in regulations
prescribed by the Secretary of I-.,abor apply.

Anti-Kickbqck Srotute

Contractors and subcontractors must coliform to the Anti-kickback
Statute and must certify compliance on each payroll.

Conlrocl Work Hours 1

The construction contract is subjeet to the Contract Work Hours
Sttrndalds Act. Overtime at the rate of not less than one and one-half
times the basic rate fol all hours rvorked in excess of 8 in a day or
40 in a week must be paid. The contract is also subject to the regula-
tions issued uncler tire Act by the U. S. Department of l,labor; these
regulations provicle, among other things, that construction contracts of
$2,000 or less are exempt from all provisions of the Act.

Equol Opportunity in Employment

A provision lequiring eqlral opportunity in employment must be
inrlu.teri in all constructiou contracts,

Non-discriminqlion Posters

'Ihe Regional Ofiice shall furnish the orvner' 'n ith copies of the uon-
disc,rirnination poster published by the Presid.ent's Committee on Equal
Employrrrent Upportuirity, 'rith instructions that the postet's must be

1 This labor provisiou may be rvaived by the CoDlnissioner o{ Education, in cases or ciasses
of cases rvhere laborers or mecharrics, not otherrvise elrplol'etl at an"y time in th€ construction
of the project, voluntaril)'donate their serr.ices for the purpose of lorvering the costs of
construction and the Contmissioner oI Education determines that any amounts sayed lhereby
are fully credited to the educational institution uDdertakiug the consttuction.

6/25/65 r,



9.4 ACADEMIC FACI1ITIES CONSTRUCTION

posted at conspicuous places on the project site during construction of
the project. Regional Offices should obtain the posters frorn the GSA
Regional Stores.

PROJECT INSPECTION

An initial sehedule of project inspections shall be developed im-
mediately after the preconstruction eonference (see Section 20-2-2). As
provided in the OE-HHFA Agreement, normally a minimum of three
inspeetions shall be made :

(1) Upon the start of construction-normally this tould be at the
time of excavation and setting and. plaeement of footings but
should be adjusted to permit the Field Engineer to evaluate the
quality of inspection and supervision being provided by the
owner and his architeet and adherence of contractors and sub-
contractors to safety requirements, proper construction methods,
and labor requirements.

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

(3) Upon completion of construction of the project.

Aclclitional inspections shall be scheduled. only where the Chief, Engi-
neering Branch, determines such inspections necessary. Additional
inspections should not be scheduled at equal intervals or on any other
arbitlary basis since visits rnade on a routine basis can be auticipated
and. therefore, lose some of their value. Instead. inspections for a
gil.en project shall be seheduled and made in a manner and frequency
that reflect the eircumstances and problems of the project. The size,
scope, and technical complexity of construction are, of eourse, basic
factors. Ilorvever, of everr rnore importance are the clegree and" quality
of construction, the supervision and inspection to be or actually pro-
vided by the applieant and his architect, and the past and. actual per-
formance of the contractor and the subcontractors.

The Field Engineer may vary frorn the inspection scliedule to coin-
cide rrith start, mid-point, and completion, and rvherever else he deter-
mines circumstances so intlicate and the timing precludes obtaining
approval of the Regional Office; in eaeh such case, justification for the
inspection shall be shorur on Form CFA-200, Periodic InsTtection
Report.

When construction cleveloprnents or performance of the parties eon-
cernecl so r'varrant, the schedule of visits should be rnoclified.

fnspections rvill be made in order to:
(1) \'erify the adequacy of supervisiou aud resident inspection

being rendered by the applicant and the applicaut's architect/
engrneer;

(2) In cases'nhere the depository bank has not furnished a statement
shorving establishment of the eonstruction fund account, check
conformance by the applicant with construction fund account
requirements (that is, that the required account has been estab-
Iished as specified in the Loan and./or Grant Agreement) ;

2 5/25/55
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(3) Ascertain if construction is proceeding in accordance n'ith ap-
proved plans, specifications, and contract documents;

(4) Verify eomplianee by the applicant and. the contractors and
subcontractors rvith applicabte labor stantlards, fair employment
standards, and related requirements ;

(5) Inspect equipment (installed as part of the construction con-
tract) received and installecl for eonformance rvith approved
plaus, specifieations, and eontract clocuments ;

(6) Verify ancl inform the Cornmissi<.rtrer of Education of the cour-
pletion of stages of constructiotr upotr rvhich payments of grant
installments or completion of Federal loan arrangements are
conditioned.

lnspection of Movqble lnitiol Equipmenr

The applicaut has the basic responsibility for verifying receipt of
movable initial equipnrent. On all projects involving movable equip-
ment, the applicant shall be requirecl to furnish a certified list of equip-
ment received. tr'orm CFA-225, Pro.jcct Ecluipntent Inuentory, shoulcl
be usecl but the applicant may use his orvn form if it provides the same
information. The Field Engineer's revierv of the lists shall be limited
to ascertaining that the approved ecluiprnent has been certified as re-
ceived in satisfactory condition by the applicant. Ilorvever, in unusual
cases (e.g., a small, inexperiencecl institution), as determined by the
Chief, Engineering Branch, an invetrtory may be made by the Fielcl
Eugineer. In the latter case, Forrn CFA-225 shall be used and certified
by the applicant.

CONSTRUCTION STAIUS REPORTING

The OE-I-IHFA Agreement provides that OE will be notified of any
exceptional findings during the construction phase. Consequently, the
Regional Director shall advise CFA, by memorandum, of any develop-
ment rvhich rvould materially affect coustruction of the project or rvhere
the terms ancl conclitions of the Grant and/or I-.,oan Agreement have not
been met; a copy shall be sent to the Regional Representative of the
Offlce of Education. The memorandum should explain the situation,
describe corrective action taken, ancl recommend action to resolve the
matter. Follorving revie\r,, CFA rvill refer the matter to OE and,
subsequently, aclvise the Regional Office of OE's decision.

PROJECI CHANGES

Proposed changes in the approved project shall be processed as pre-
scribed below. Approval by the applicant shall be secured before any
action is taken rvith respect to any proposed change.

5/25/55 3



94 ACADEMIC FACITITIES CONSIRUCTION

Changes Requiring Approvol by Commissioner of Educotion

Approval by the Commissioner of Education is required for a change
which rrould:

(1) Alter the scope, character, or: function of the project;
(2) Alter the distribution of the assignable area capacity of the facil-

itv;
(3) In the case of a loan project, effect a reduction in pledged reve-

nues where applicable ;

(a) In the case of a loan project, alter the rnethod of financing;
(5) Increase the cost of the project, l'here funds to cover sueh eosts

are not providecl by the applicant;
(6) Alter the loan and/or grant conditions or the seeuritypledged to

a degree which requires an amendatory Agreement; or
(7) Change any line item (except the project contingency) by rnore

than 10 percent, or 5 percent in the case of the construction line
item.

Follo'iving revierv of any of the above types of proposetl changes, the
Regional Director shall reeommend the action to be taken. Sueh recom-
merrclations shall be prepared on Form CFA-105-AF, Project Summary
Eeuision (Exhibit A), in an original and five copies. Revisions shall be
numbered consecutively for eaeh report. Commerrts shall include a full
explanation of the reasons for the change.

Follos'ing signature by the Regional Director. the original and four
copies of Form CX'A-105-AF shall be sent to CFA; the remaining eopy
shall be placed in suspense.

Upon revierv by CFA, the original and four copies rvill be sent to OE.
As notice of its determination, OE y'ill send one copy to its Regional
Representative and three copies to CFA; CFA rvill forward trvo eopies
to the Regional Offiee. The Regional O1frce shall note the approval date
on the suspense copy and send it to the Field Engineer; one copy re-
eeived from CFA shall be sent to the allplicant and the other placecl in
the project folder.

Chonges Concurred in by the Regionol Director

The Regional Director is authorizecl to concur in the follox-ing types
of proposed changes, provided tlie ehange does not involve changes
rvhich must be approved by tlie Comnrissioner of Educatiorr :

(1) Decrease the cost of the project;
(2) fncrease the cost of the project, rvhere funds to co\-er such costs

are provided by the applicant ; or'

(3) Change any line item by 10 percent or less (or 5 percent or less
in the case of the construction Iine item) or change the project
contingency r'vhen total project costs are not affected.
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The proposed ehange shall be reviewed by the Regional Direetor 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 eoneurrenee box eheeked, signed by the Regional Direetor,
and distributed as follou,s:

Original and 1 eopy-CFA; CFA rvill furnish the original to OE
1-Applicant
1-Project File
1-Field Engineer
1-Regional Fepresentative of the Office of Edueation

CONTRACI CHANGES

Contraet change procedures preseribed in Seetion 20-2-3 shall be
follov,ed.

CHANGES TO AGREE'\AENTS

A I-.,oan and/or Grant Agreement ean be ehanged only by an amend-
ment or a rvaiver. If approved by the Commissioner of Education, an
amendment to the Agreement s'ill be prepared and issued by the Office
of Edueation l'henever there is:

(1) A signifieant change in total assignable area or in the distribu-
tion of assignable areas in the project i e.9., a significant reduction
in the assignable area of instructional laboratories and shops.

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

bonds to purchasers other than the Government, or
(b) \Yill involve 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 corresponding amend-
ment to the Agreement; reduetions in the grant amount will be
accomplished by letter to the applicant from the Office of Edu-
eation.

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

PROJECT COMPTETION

The instmctions for final inspection activities for the Academic
Facilities Program are provided in Chapter 22-1. Regional Office proj-
ect completion procedures are provided belou'.

At the time of final inspection, the Field Engineer shall obtain, rvhere
applieable, Form CFA-225, Projcct Equipnrcnt In'"*entory, to record
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equipment purchased from projeet funds; Form CPA-225 shall be
attached to tr'orm CFA-250.

The applieation form provides that the applicant rvill make available
"as-built" d.rarvings to the Commissioner of Etiucation upon comple-
tion of the project. The "as-built" drarvings shall be reviewed by the
Regional Office at the time of construction eompletion to aseertain the
number of rooms and square footage (see Item 5 of Form CFA-1250).
If the drawings are not available at the time of ffnal inspection, the
applicant shall be requested to send th.'m to the Regional Office as soon
as possible; the drarvings shall be returned to the applieant follorving
revlew.

On the basis of Form CFA-250 and the project ffle, the Regional
Office shall prepare Forur CFA-1250, Project Completion Report (Ex-
hibit B), as the final project report to OE. Form CFA-1250 shall be
prepared in an original and five copies u'ith the following distribution
made:

Original and 2 copies together rvith one copy of Form CFA-225-
CFA; CFA'rvill forrvard the original and one copy of Form CFA-
1250 together rvith Form CFA-225 to OE

1-Fietd Engineer
l-Project Folder
l-Regional Representative of the Office of Edueation.

The Office of Education will amange for a final audit of the project
and will notify CFA rvhen the projeet is elosed. A copy of the notifica-
tion rvill be furnished to the Regional Office so that it may formally close
out the case as an active project.

,IAONIHIY CONSTRUCTION STATUS REPORI

In order to permit monthly reporting of construction status infor-
mation to the Offiee of Education and. to permit program
Regional Offic'es must report such data monthly. Field

evaluation,

Form CFA-249 shall be prepared from information obtaiued from
on-site inspections, review of Form CFA-208, Pcrind,ic Estimate for
Partial Payment, and, where necess&ry, contacts with the applicant and
its architect/engineer. The report shall be prepared in accordance with
the instructions and defiuitions on the reverse side of Form CFA-249.

Upon review, the Engineering Branch shall furnish the start, per-
centage of completion, completion, and constructiou status code data as
provid.ed in Section 9-2-3.

5 3/to/6s
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PAYROTls

Copies of payrolls submitted under the Academic Facilities Program
shall be retained by the Field Engineer until six months after the final
project inspection at whieh time they shall be transferred to the OE
Regional Representative for retention under the provisions of the
regulations of the Secretary of Labor.
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EXHIBIT A
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PROJECT 5UMAIAiY REVISION
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9.4 ACADEMIC FACITIIIES CONSTRUCIION

EXHIBII A (Poge 2)

iR.r€sc ol (:l A-16-tu.,

Subject lo any slated condilions, lh. ebov. r.visions to lhc approvnd proje.t.'r h.r.by I l...ohnnded lor

epprov.l [ ]cof,cuiied in.

oa'

includins I

subject to atry staled condirions, lh. dhov. r.visions lo ltc tpProvcd lloj..l Sumhsrv,

lhe chsnSe, it any, in lhe loan nndlo, Ernnl ahoonr,
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EXHIBIT B

cFl-160

DEPANTTEXT OF HEALTf,, EDrcATIOII. 8D PEI,FAXE
OtsPICA OT EDUCATION

loustNc &D tr0t: ttxNcE Acf,NcY
(l)itMUNtty IlriI.tTtEs A0MtNISTnATION

ACADI.)IIIIC FACILITIES PNOGRAM

PROJECT COMPLETIOX REPORT

Co^rf,u.fion/il., conso,!!!Ii-.. 
-l - _ . _-rE.i.6i/lr:ti6, dc.- t

___ Lrgol-Erporrr.

.. Finol Eili;.r.4 Co:r

b. Co.rr,!.rio. Dlro

5u[r,.ntiol C.mpl.rio. O Oqh ol lnitiol U..
l.r.r.il Cot{lt D.r.

3rinr Snudur..
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LoD. - Tirl. lll
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cd1! . 1i1!:_111.!rre. !!,1
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EXHIBIT B (Poge 2)

lBelerse o( CFA-1250)

ASSI6NABLE AR€A

.. Oth.r T.o.hi.! Fd.iliti..

.. Li[rory FoGiliti..

i. AdninithoriY. Fc.iliri.r

a. Srud.nr Study F..iliri.t

l. Toial l^.rru.tion.R.l.r.d F..iliri.r (suh hr)
h. Tor.l A!ri.n.bl. 4... {S@a.nd,)
n. Tor.l A!!ien.U. A..c ro b. r.ovid.d br Dropo..d coi.nu.rio., orh.r rh.n rh.r

in.lud.d i^ th...oi..t coy.r.d hy oD.li..rio.
o. Torol A..ienobl. 4... provid.d by lor...d con.ru.rio. (suh n.nd,)
p. Torol N...t.iq..bl. Ar.o
q. Torol l6r..io' Spo.. Ar.. (S!h o nd p)

For comruntrv r.(nnlGr c.md..ron.r

tl H^vE EEEN coMprErEo Exc€pr rsE roLLorrN6l
PRoJEcr 

^uo'r trl
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CHAPTER 6. INTERI'VI PROCEDURES

Regulations of the Office of Education (29 CFR 170.3) provide:

" (a) Any cost incurued before, or under a contract entered into
before, December 16, 1963, shall be excluded from the eligible
development cost.

" (b) In addition, for applications received. on or after April 1, 1965,
either by the Commissioner under Title II or III of the Act,
or by a State commission under Title I, the following shall be
exclud.ed from the eligible development cost:

" ( 1) Any cost incumed under a construction contract entered
into prior to the date of concurrence by the Commis-
sloner in the award of such contract.

" (2) Any land acqur,sitio,n costs, or_ costs for architectural/
engineering or legal services, incurred. more than two
years prior to the date of the applieation.

" (3) Any other project costs, including the costs of acquisi-
tion of existing structures, incurred prior to the date
of acceptance by the applicant of the Commissioner's
grant or loan offer for the approved project."

In some cases where applications are received prior to April 1, 1965,
the applicant will have incurred development costs or have taken certain
steps not in accordance with preseribed polieies and procedures. This
Chapter applies only to such applications and, consequently, modifies
and supplements certain material in preceding chapters of Part 9 and in
Parts 20 and 21.

Each application of the type covered in this Chapter will require
individual attention in view of the variance from applicable policies aud
procedures which may have been followed by applicants.

MEIHOD AND GENERAT PROVISIONS

In general, the provisions of this chapter eall for compliance with
statutory requirements in all cases and for retroactive compliance with
published 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 compliauce; (2) provision by the applicant
of certification 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 project is sub-
mitted for Regional Office attention, however, the Regional Director
shall assure immediate action to supply the owner with all information
3/t0/55 r
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and forms leading to the then current stage of development or construe-
tion of the projeet. This shall include reference to the OE regulations
publishetl in the Federal Register on August 27,7964.

To the extent that sueh information has been furnished (or, in the
case of the OE regulations, published) in time to be applied to the then
eurrent stage of the project, the owner shall be required to comply with
all requirements for the program thenceforth. Any exception to this
must be based on a showing by the owner that compliance would work
an unreasonable hardship, supported by an affirmative ffnding by the
Regional Administrator and CFA and approved by the Commissioner
of Edueation.

PRE.APPROVAI AND PRECONSTRUCIION PHASES

Actions to be taken with respect to unmet requirements in the pre-
approval and preconstruction phases are indicated in the table below,
aecording to the following code, which identifies column headings:

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

B-Regional Director requests present complianee by parties indi-
eated in current procedures.

C-Regional Director notifies appropriate party that it is required
to certify (or obtain certifieations, where appropriate) as to prior
eompliance.

D-Self-explanatory, except that unless otherwise indieated, actions
are taken by the Regional Director.

2

PROJECI PHASE AND
UN'I/tET REQU]REMENTS

THEREUNDER
B c

ACTION BY REGIONAI. OFFICE

A

PRECONSTR,UCTION-OE-
APPROVED PROJECT

Architect f Engineer
Agreement-

-Not submittetl for HHFA
coneurrence . .

Refer owner to OE. Supply
owner with " information " cop-
ies of Fonns CFA-204, CFA-205,
CFA.21O, CFA-232, CFA.238.
CD-l, CFA-238-T (AF), antl
CFA-239. Atlvise owner that the
use of the CFA-238 contract
forms is requiretl, shoultl loan or
grant application be approvetl
by OE.

x

PROJECT UNDER DEVEL-
OPMENT OR IN PRECON.
STRUCTION PHASE WITH-
OUT OE APPROVAL

3/10/6s
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PROJECT PHASE AND
UNMET REQUIREMENTS

THEREUNDER

ACTION BY REGIONAT OFFICE

A
RE'YIARKS OR OIHER ACIION

DB c

-tr'ound unacceptable by
HHFA

Copies of land ilescription and
plat and, of ?orms CIA-204
and, CFA-205-

-Not 
received by IIHFA. .

-Received 
but fountl unac-

ceptable . ..
Conetruction or Equi,pment
Contracts not enecuteil, anitr-

-Proposetl documents uot
received by HHFA......

-Proposed 
tlocuments re-

ceived but found unac-
ceptable

Construction or Equipment
Contraats enecu,ted prior to
HEFA reuieu onil-

-Bitltling 
antl award re-

quirements not followetl . .

-Bidding autl award re-
but-

x

x

x

x

x

x

Whele the fee exceeds those pre-
vailing for comparable services
in the project area, unless spe-
cially justified, the excess must
be ffnancetl by the applicant.

Regional Director may concur in
award to other than lowest bid-
der where:

(1) The applicaut has tleter-
minetl that the low bitltler
is not qualiffetl anit the
Regional Director concurs
in such finding,

(2) The low bidtler is dis-
qualifetl for arvard untler
existing laws or regula-
tions from participation
in Feilerally-aided proj-
ects.

(3) The low bitltler requests
cancellation of his bitl be-
cause of hartlship result-
iug from an "honest er-
ror" and the applicant
autl Regional Director
concur iu such with-
ilrawal.

Awartls to other than Iowest bid-
der for other reasons shall. be
referred to CFA with full tlocu-
mentation antl the Regional Di-
rector's recommendation,

33/to/65
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-Proof 
not furnishetl . . .

-Wage rates uot ob-
tainecl .... ..

-Tabulation of bicls not
reeeired

--Copt' of acceptetl birl
not reeeivetl

-Bidtler's certification on
CFA-238-CD-f not re-
eeivecl

-No evirlenee of aetion to
obtain adclitional funcls
needecl beeause of an
oTerrun

-*Prelirninary approving
opinion of bontl counsel
not reeeived

--Plan for interinr eon-
struction financing not
leceived

-Contlaetor or subeon-
tractor on Comptroller
Geueral's ineligible Iist

--Trro sets of executed
contract cloeuments antl
final plans not receivecl.

-Executetl 
eontlact tloes not

eonfonn in all substantial
respects to provisions of
General Conditions, Form
cFA-338-T (Ar')

-Preeonstruetion confer-
euee not heltl.

lNTERI'I,l PROCEDURES

See Itenrs 84 ancl 88, Form
cFA-232.

Obtain tleterrnination from De-
partment of Labor antl, where
applicable require owner to se-
cure rates from State Labor
Department.

See ftetr 88, Form CFA-232

Notify CFA; normally the proj-
eet is ine)igible for Tetleral as-
sistance if ineligible firm par-
tiei pates.

Approvetl rvage rates must be in-
eludecl in supplernental general
conditi ons.

x

x

x

x

x

x

x

x

x

x

x

CONSIRUCTTON

Aetions to be taken with respect to unmet requirements in the con-
struetion phase (rvhich may include movable equipment and the instal-
lation of fixed equipment under separate contract) are indicated in the
table belorr, aceording to the follorving code, rvhieh identifies column
headings:

A-Regional Director of Community Facilities requests retroactive
compliance by parties indicated in eurrent procedures. Where

4 3/to/55
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PROJECT PHASE AND
UNMET REQUIREMENTS

IHEREUNDER

ACTION BY REGIONAT OFFICE

A
RETvIARIG OR OIHER ACIION
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existing contracts are involved, this may require eurrent amend-
ments having retroactive applicability.

B-Regional Director requests present eompliance by parties indi-
cated in current procedures.

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

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

5

PROJECI PHASE AND
UNMET REQUIREiAENTS

THEREUNDER
REMARKS OR OIHER ACIION

DA c

ACTION BY REGIONAT OfFICE

PROJECT UNDER CON.
STRUCTION WITIIOUT OE
APPROVAL

(Note: Where project is com-
pletetl, the following are gen-
erally applicable. In atldition,
the owuer's architeet/engineer
rvill be required to furnish a
certiffcation that the project
constnrcted is that describetl in
the plans; the Fieltl Engineer
shall make an inspection of the
project. )

OE-APPROVED PROJECT
UNDER CONSTRUCTION
Archdtect f Engineer
Agreement-

-Not 
submitted for IIHFA

roncurrence

-Provitles 
for excessive fee

-f s otherwise tleffcient in
providing for services
specifietl in CFA-232 . .

Copi,es ol lond ilescription onil
plat and of Forms CFA-201
anil, -205-

-Not 
receivetl by HHFA. .

Refer orvner to OE. Supply
owner with 'r information " cop-
ies of Forms CFA-204, -205,
-210, -232, -238-CD-1, -238-T
(AF), and -239. Atlvise owner
of requirement for use of and
advantage in early eompliance,
shoultl loan or grant application
be approvetl by OE.

Where the fee exceetls those Pre-
vailing for comparable services
in the project area, unless spe-
cially justifietl the excess must
be financed by the applicant.

x
x

x

x

3/to/65

B

I

I



J
9{ ACADE| TC tACtuflES INTERlI,I PROCEDURES

B c

-Reeeived 
but found unac-

eeptable

Constrttction or Equipment
Contracts-

-Documents 
and final plans

not received by HHFA. . .

-Alvartletl rvithout compli-
ance with biiltling antl
at'ard requirements

-Tabulation 
of bitls not re

eeived .

-Copy of accepted bid not
reeeivetl

-Bicltler's certifieation on
CFA-238-CD-1 not re-
eeivetl

-No evidence of action to
obtain atlditional funtls
neeiled beeause of an over-
Illn

-Preliminary approving
opinion of bond counsel
not received

x

x

butproperly
furnishetl.

x

x

x

x

-Alyardedproof not x

A

PROJECT PHASE AND
UNII,IET REQUIRETYIENIS

THEREUNDER

ACTION BY REG]ONAT OFTICE

REMARKS OR OIHER ACIION
D

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

mined that the low bidtler is
uot qualified antl the Re-
gioual Director concurs in
such fintling.

(2) The low bidder is disquali-
fied for awartl untler exist-
ing laws or regulations from
partieipation in tr'etlerally-
aiderl projects.

(3) The low bitlder requests can-
cellation of his bitl because
of hartlship resulting from
an i(honest error" and the
applicant and Regional Di-
rector coneur in such with-
tlra*'al.

Awards to other than lowest bitl-
der for other reasons shall be
referred to CFA with full docu-
rnentation antl the Regional Di-
rector's reeommentlation.

See Itenrs R4 and 88, Form
cFA-t32.

Requirement waivetl for projects
under construction,

3/to/6s6
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PROJECI PHASE AND
UNMET REOUIREiAENTS

IHEREUNDER
B c

ACTION BY REGIONA! OFFICE

A

tor
eral

-Q611f12sf61 
or subcontrac-

RE'IAARKS OR OIHER ACIION
D

Notify CFA; norrnally the proj-
ect is iueligible for Fetleral as-
sistauce if ineligible ffrm par-
ticipates.

Exeeptions to this poliey shall be
uraile in aceottlanee rvith treat-
rureut of specific uoncornpliances
as listeal belorv iu the rernaintler
of this table; exceptions not so
listetl may be refen'etl to CFA
for ttecision, rvith the Regional
Director's recornmeudation.

Request cleterniration frorn De-
partnrerrt of Labor, indicatiug
date of arvarcl antl other per-
tinent information. Require the
contract be amentletl to inclutle
rates as tletertninetl by the Sec-
retaly of Labor if higher than
rates actualll' paid anal provitle,
as necessary, for supplemental
payments to untlerpaitl employ-
ees.

Require current atuenthnent pro-
vidiug for compliance for re-
rurainder of the contract period.

Require amentlurelt
for:
(a) Subnrittal of certiffetl cop-

ies of each payroll not sub'
nrittetl. Copies should be
photocopies of payrolls ac'
tually usetl by contractors;

(b) Retentiou of all payroll rec-
ortls by contractors and sub'
co[tractors for three Years
from date of contract com-
pletion; antl

(c) Compliance with other PaY-
roll provisions (Item 47) of
Generol Contlitions, I'orm
CFA-238-T(AF), for re'
maintler of the contract Pe-
riotl.

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

eation by each contractor
antt subcontractor covering
all prior payroll Periotls;
and

on Comptroller
's ineligible list.

Gen-

-Doeumeuts 
as executetl ilo

uot confonn in all sub-
stantial respects to provi-
sions of General Condi-
tions, Form CFA-238-T
(Ar) x

Approued uage rdtes not ob-
tained, and construction has
progressed, f,rior to the date of
OE approt:al of Agreement. . .

Apprenticeship requirements
not f olloued

Weekly pagrolls not submittetl x

Weelcly certificotions uith re-
spect to complionce uith anti-
kickbaclc antl ouertime require-
ments not submitted.

x

x

x x

73/to/65

I



t

]

9.6 ACADEM]C FACITIIIES

PROJECI PHASE AND
UN'\AET REQUIRE'IAENTS

THEREUNDER

ACTION BY REGIONAI. OTFICE

INTER]M PROCEDURES

B

RE'IAARKS OR OTHER ACIION
Dc

lion-compliance wi,th equal em-
ploymenl opportunity proui-
sions of Euecutite Order 10925,
as amended

Instranee inadequate

(b) Compliance with weekly cer-
tification requirements of
Form HHFA-1 (or Form
H-181, as appropriate) for
remainder of the contract
period.

Require ameurlnrent of contract
pursuant to Item 53 of Form
cFA-338-r (AF).

Require imrnediate coverage,
proof of insurance, anil appro-
priate amendmerrts to the con-
tract (sce Item 28 of Form
cFA-238-r(AF)).

x

x

3/ro/55
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NON-DtgCRlmlNAilON t9-t

CHAPTER I. EQUAT OPPORTUNITY IN HOUSING

INTRODUCIION

The procedures herein are prescribed pursuant to Executive Order
11063, issued. by the President on November 20,7962, and the statutory
authority of the llousi:rg and Ilome Finance Administrator to make
rules and regulations necessary to carry out his functions, powers, and
duties. These procedures are designed to assure compliance with the
established policy of the United States that housing and related facilities
provided i:r whole or in part with Federal finaneial assistance under
Title IV of the l{ousing Act of 1950 as amended. (College llousing),
and Title II of the Eousing Act of 1959 as amended (Senior Citizens
Housing), will be made available without discriminatiou based on race,
color, creed, or national origin.

DEFINITIONS

Terms used in these procedures are defined as follows:
(!) Eousing or relateil, facil,ities-housing or related faeilities pro-

videtl with financial assistance from the Community Facilities
Administration under Title IV of the Ilousing Act of 1950, as
amended, or Title II of the Ilousing Act of 1959, as amended.

(2) Discriminatory Practice-any discrimination because of race,
eolor, creed, or national origin in the sale, leasing, or other
disposition of, or in the use of occupaney of, housing or related
facilities.

(3) Standaril Coaenant-the covenant contained in every eontract
for CFA finaneial assistanee for the provision of housing or re-
latetl facilities, executed after November 20, 1962:

"This agreement is subject to the provisions of Executive
Order 1L063, dated November 20, 1962. The Borrower cove-
nants and agrees that it will not discriminate nor permit dis-
crimination by its agents, lessees, or any others operating
housing or related facilities, in the use or occupancy of said
facilities because of race, color, ereed, or national origin."

(4) Regional Ad,ministrator-the Administrator of the Regional
Office of the Housing and Ilome Finance Agency exercising re-
sponsibilities in the geographical area encompassing the locale
of a complaint.

(5) C omm,issioner-the Q6mmunity Facilities Commissioner.

COIAPTAINT PROCEDURES

Who liloy Filc Comploinr

Any applicant for housing or relaterl facilities who believes he has
been discriminated against because of race, eolor, ereed, or national

2/25/64 l



lt-l NON-DISCRll\,llNAIION EOUAI OPPORTUNIW IN HOUSING

origin, may file a complaint. Such complaint shall be in writing and
signed by the complainant. The complaint must be fiIetl within ninety
(90) days from the date of the alleged discrimiuation 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.

Conl.ntr of o Complolnt

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

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

tion, if lcrown.
(3) Date and place of the alleged discrimination.
(4) All factual information which the complainant may have to

support the allegation of discrimination.

Whcre to File

Complaints should be filetl with the
Begion in which the housing or related

Regional Administrator in the
facilities are located.

Action By Regionol Adninisrrotor

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

(L) Achnowled,gment of Complai,nt
Acknowledge receipt of the complaint and, if necessary, seek
additional information from the complainant.

(2) Determination of Jurisdiction
Determine whether the housing or related facilities which are
the subject of the complai:rt were provided with CFA financial
assistance, and, if so, whether the standard covenaut is a part
of the contract for such assistance.

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

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

2 2/25/U
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shall attempt to eliminate the d.iscriminatory practice, pur-
suant to Section 102 of the Exeeutive Order, and submit a
complete report to the Commissioner. The Commissioner'
may take such further aetion as he deems appropriate.

Letter of Nofiecorion

If it is determined that the housing or related facilities which are the
subject of the complaint were providetl with CFA financial assistanee
and that the contract for such assistance contains the standard covenant,
the Regional Administrator shall notify the alleged violator of the
receipt of the complaint, enclosing a copy of these proeedures, and
setting forth:

(1) The name and ad.dress of the party alleging discrimination.

(2) The name and address of the alleged discriminator.
(3) The date and place of the alleged discrimination.

(4) A summary of the facts alleged to constitute the discrimination.

The alleged violator shall be requested to respond, in writing, as
follows, to the letter of notification, within seven calenclar days of the
receipt of such letter:

(1) If the allegations are denied, set forth its account of the facts
concerning the incident that is the subjeet of the complaint.

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

lnquirier ond Heorings

If, in the response to the letter of notification, the alleged discrimina-
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 llecessary to clarify or resolve
any issue of faet. The hearings shall be held by the Regional Admin-
istrator or his designee at a convenient time and place to be selected
by the Regional Administrator. Notffication 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 eomplaint, the Regional Ad-
ministrator or his tlesignee may consult with any officially constituted
state or local agency charged with preventing or redressing discrimi-
natory practices.

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

2/25/51 3
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lnformol Settlemcnt

During the course of the inquiry and./or hearings, the Regioual 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 voluntary settlement of a complaint at any stage in the
procedures.

Findingr

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 covenant was violated, the Regional
Administrator shall inform the parties of such ffndings and ad.vise the
violator to take the action necessary to correct the violation and to give
appropriate assurance of future compliance.

Ssnctions

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

(1) Cancellation or termination of any agreement or contract with
the party in violation.

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

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 application is filed with the Commissioner within fifteen (15)
days of receipt of notification of such findings or proposed action;
provided also that sueh period may be extended for good cause shown,
in the discretion of the Commissioner. The application for review shall
be accompanietl by a written statement setting forth reasons for reversal
or modification of such findings or proposed action. The impositiou of
sanctions shall be withheltl 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.

Wqiver

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

I 2/25/a4
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ENOINEERTNG 2GI-I

CHAPTER I. PRECONSTRUCTION

Section I. Preliminqry Aclions

'When the owner has been advised of project approval, the Regional
Director shall seud it a letter enclosing the applicable Preconstruction
pamphlet, Forms CFA-233, CFA-234, CFA-235, CFA-236, or CFA-237.1
A copy of the letter and enclosure shall be included for the architect/
engineer. Any special instructions to the owner relating to project
engineering should be eontainecl in this letter.

The following shall be attached to the Preconstruction pamphlet:
(1) Form CFA-204, Arch.itect lEng,i,neer's Certifi,cate, three copies

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

hibit B).
(3) Form CFA-210, Notice to Proceed,, one copy.
(4) Form CFA-238, Contract Documents, one copy.

On an optional basis, to minimize errors in the preparatiou of contract
documents, a cheeklist of most frequent errors may also be attachetl
to the Preconstructionpamphlet (see sample, Exhibit C).

ARCHITECI,/ENGINEER AGREEMENT

The form of the agreement between the owner antl the architect/en-
gineer is not preseribed. The agreement, however, must contain pro-
visions that satisfactorily:

(1) Assure that the owner will obtain ad.equate services for design
and inspection aud supervision of the facility contemplated.

(2) Provide that the project will be in aecordance with the approvecl
project deseription.

(3) Indicate the amount and basis for the fee to be paid and the
sehedule of payments of the fees.

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

data required.
(b) Attend bid openings and prepare and submit tabulations of

bitls.
(c) Furnish a report onee a month covering geueral progress

of the job and deseribing any problems or faetors contribut-
ing to delay.

(tl) Provitle supervision of construetion of the project, inclutling
r On Non-Fetleral School Construction and Academic tr'acilities PlojectB, X'orm OtrrA-z8?A or

OfA-2894 algo shsll be included.

t2/21/& I



2GIJ ENGINEERING PR,ECONSTRUCI!ON

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

(e) Prepare and submit contract change ortlers.
(f) Review and. approve the eonstruction and progress sehedule

prepared by the contractor.
(g) Certify partial payments to contractors.

The owner is responsible for the collection of weekly payrolls from
a1l contractors and subcontractors and furnishing a copy of each pay-
roll to the HHFA Field Engineer. However, the owner may provide in
his agreement with his architeet/engineer that the architect/engineer
will collect the payrolls and submit them to the owner.

Architoct/Engineer'l Fee

The architect/engineer's fee
successful prosecution of the
vision, travel, and other costs

should cover all services necessary to
including consultation, super-
thereto. The basic fee should

project,
incident

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 within the basic fee, the cost
of this extra service is an allowable project cost if approved. by the
Regional Director. Other atlditional charges also may be approved by
the Regional Director as project eost when such charges:

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

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

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

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

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

Revies

Upon receipt in the Regional Office, the architect/engineer agree-
ment shall be reviewetl by the Engineering Staff. If the agreement is
acceptable, the owner shall be advised by letter. If it is not aeeeptable,
the owner shall 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 t2/21/U
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other sent to the Field Engineer. Payments under the agreement will
be made by the owner in accordance with the terms of the agreement
and without further EIIFA concurrence.

WAGE RAIES 1

Delarminolions by Secretory of lsbor

Untler the Aceeleratetl Public 'Works, Area Red.evelopment, College
Ilousing, Non-Federal School Construction, and Senior Citizens Ilous-
ing programs, the rates of pay for laborers and mechanics must not be
less than the wages prevailing in the locality, as determinetl by the
Secretary of Labor. Wage rate determinations for these programs shall
be made in accordanee with the procedures prescribed below.

Contacts with the U.S. Department of Labor, other than for wage
determinations or redeterminations, shall be handled only through
CFA. In addition, follow-up action with respect by requested deter-
minations shall be made throug:h CFA.

Procedure for Requerting Woge Determinotionr

Forty-five days prior to the anticipatetl date of advertising for bitls
(sinee Department of Labor processing requires 30 days), the Regional
0ffice shall furnish aRequest for Determinatinn,Form DB-l1 (Exhibit
D), to the Solicitor of Labor, U.S. Department of I-rabor, 'Washington,

D.C.20250; no transmittal memorandum is required with an original
request.

Form DB-11 shall be preparecl in cluplicate by the Engineering
Braneh in accord.anee with the following (the applicant's architect/en-
gineer should be requested to complete or furuish the tlata for (7),
(8), antl (9) below) :

(1) First line-Enter Regional Offfce Number.
(2) Date of Request-Self-explanatory.
(3) Name antl Title of Requesting Offieer-This shoultl be the Chief,

Engineering Branch.
(4) Estimated Yalue of Contract-Self-explanatory.
(5) Signature-Signature of Chief, Engineering Branch.
(6) Department, Agency, or Bureau-IIEFA, CFA.
(7) Description of Work-Describe the type of project and show

whether the project is a builtling, heavy, highway, or other type
of eonstruetion. The description should be sufficiently detailetl
to support the finding as to whether the work is heavy, highway,
or building construction, or other type of construetion. If neces-
sary, the description may be continued on a separate attachment.

(8) Location-fnclutle distance in miles and direction from the
nearest point of referenee.

-lI]aIl,Jiors of thse iastructions with r€spoct to redorol projects are give! ln Sectioa 6.8-2.

t2/21/u 3
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(9) Classifications-Check only those classifications needed in per-
formance of the work. Classificatious needed but not printed
on the form, shall be added on the blank spaces or on a separate
list attached to the form. Classifications which can be fitted into
those on the form or which are not generally recognized in the
area or in the eonstruction 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-
nent wage information which may be available, such as statement from
the Secretaries of the Association of General Contraetors and the Build-
ing Trades Couneil having jurisdiction. Such information is not re-
quired, however, in areas where the wage patterns are clearly
established.

The copy of Form DB-ll shall be retained by the Engineering
Braneh for follow-up purposes.

Areo Detorminclions

'Whenever the wage patterns in a particulat area for a particular
type of construction are well settled antl a large number of projects
involving that type of construction are anticipated., a request may be
made for the issuance of a general wage determination for use on indi-
vidual projects. 'When the Chief, Engineering Branch, ffnds that such
a general wage determination would. be appropriate, applieation shall
be made by attaching to Form DB-11, a Transmittal, Slip, Form E-28,
with the following notation:

" This is a request for issuance of a general wage determination for
use on individual contracts in the following area (specify area),
for (specify whether heavy, highway, building, or other applicable)
type of construction. In my opinion, the wage patterns in this area
for the above type of construction are well settled and the antici-
pated volume of work justiffes issuance of such a determination."

lrsuonce of Determinotionr

The Department of Labor will provide copies of the determination for
the Regional Office. Three copies shall be sent to the owner and. one
copy shall be retained in the project folder. ft should be noted that,
for some areas, the Department of Labor will issue area d.eterminations
even though the request covered only a specific project. 'Wage rates
are valid for 120 days from the date of the determination. If the con-
tract is not award.ed prior to the expiration date, a new determination
must be obtained.

The Department of Labor may ameucl wage rates after the deter-
mination has been maile. Amended determinations received in the
Regional Offce not later than ten days before the bitl opening date
must be incorporated. in the proposed. contract docunent.
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Stote Woge Determinotions

Where a State wage determination is required by State law, the
owner shall obtaiu from the State Department of Labor a determination
of applicable wage rates and a copy shall be furnished the Regional
Office. These rates shall also be incorporatetl in the bitl documents. In
case of any difference between the State determination and that of the
Secretary of I-.,abor, the higher rate shall prevail. Periods of validity
vary between States and red.eterminations must be secured in accord-
ance with State regulations.

Modificotions

A1l actions modifying an original wage determination prior to the
award of the eontract shall be applicable, but modifieations received
later than 10 days before the opening of bids shall not be effective. A
modification in no case shall continue in effeet beyond the effective d.ate
of the wage decision to which 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 cletermination shall be
requested sufficiently in advance of the bid opening to assure receipt
prior to the date of bid opening. The redetermination shall be requested
on Form DB-11 with "REDETERMINATION" insertecl at the top
of the Form. The form shall also show the decision number of the
original determination, the date of the decision and the expiration date.

'When due to unavoidable circumstances, a determination expires
before award 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 inelude:

(1) A copy of the original determiuation.

(2) A fintling fully supporting the necessity antl propriety of an
extension in the public interest to prevent injustice or und.ue
hardship or to avoid serious impairment in the cond.uct of the
Government's business.

Apprenlice Roles

Department of I-.labor wage d.eterminations 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 program of a State apprenticeship and train-
ing agency approved and reeognized by the U. S. Bureau of
Apprenticeship and Training. In the absence of such a State
agency, the contractor shall submit evidence of approval and
registration by the U. S. Bureau of Apprenticeship and Trainiug.

t2/21/64 5
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(2) The contractor shall 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 und.er the applicable
contract provisions.

The applicant shall be requested to furnish the Regional Office with
I copy of eaeh of the above evidences. The evidenee 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 Fieltl
Engineer for his use in checking contractor payrolls.

Supplernental Clossiftcqtionc

If the Department of Labor wage d.eeision d.oes not contain rates
for certain classifications requested, the rates of pay shall be established
as prescribed below.

Prior to Contract Awaril. 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 concurretl in by the Re-
gional Direetor. 'When State law requires the pred.etermination 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 prevai[ng rates, whiehever are higher, shaU be ineorporated
in the eontract documents.

Signetl statements with respect to prevailing rates shall be
obtained, if possible, from the Secretaries of the Assoeiation of Gen-
eral Contractors and the Building Trades Council having jurisdic-
tiou, listing the classifications of labor to be employed and the
prevailing minimum wage rates for eaeh.

A list of prevailing wage rates is to be submitted by the applicant,
in triplieate, for coneurrence by the Regional Director. Upon
concurrence, one copy shall be returned. to the applicant for incor-
poration in the contract documents, and. one eopy attached. to the ro-
port to the Department of Labor (see below).

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

Aftar Contract Award,. After the contract has been awarded,
the above procedures shall be followed, except that the rate shall be
recommendeil by the contractor and concurretl in by the applicant
and the Regional Director. Such determinations shall be incorporated
in the contract by an appropriate Contract Change Oriler.
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Beport. Each supplemental classification action taken pursuant to
the above procedures shali be reported to the Department of Irabor
on Form CFA-230-A, Report of Wage Rate Classification (Exhibit
E ) . The " effective date " shall be that of the determination issued by
the Department of Labor. A copy of the evidence or approval of
State determinations or a list of prevailing wages shall be attached
to Form CFA-230-A. A copy of Form CFA-230-A shall be placed in
the project foider.

Advisory Opinions

When constructiou contraets were awarded prior to the ffling of an
applieation for Federal assistance, the Department of Labor will
determine the rates in efrect at the time the contract was actually
awarded. The Department of Labor refers to sueh determinations as
Advisory Opinions. These will be requested on Form DB-11. In the
block headed "Deseription of Work" there should be entered the fol-
lowing notation : " Advisory Opiniou reflecting rates as of 

-

(insert date of eontract award.)."

Clericol Errors

Regional Offiees shall report any wage determination whieh contains
clerical errors to the Department of Labor. Such reports shall be matle
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 Federol Agencier

Inasmuch as wage d.eterminations from the Department of I-.rabor 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 concurrently and involving the same builtling.

fn the case of such projects, the PIIS aud HHFA Regional Offices
should consult and agree as to whieh 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 HHFA Regional
Office. If the determination is obtainetl by the HHFA Regional Office
it shall forwarrl three eopies to the PES Regional Office.

'When such a request is made by the IIES'A Regional Office, it shall
note on Form DB-L1 or, if used, on a transmittal slip, that both agencies
are involved. The Public Eealth Service uses a code symbol to itlentify
its program and this should be obtained from the PES Regional Rep-
resentative. 'While the Department of I-iabor has agreed to furnish
t2/2t/& 7
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atlditional copies of the determination for cases of dual application, the
notation "three additional copies required" will be entered on the
request.

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

The above procedure pertains speciffcally to projects jointly financed
by the College Housing and IIiII-Burtou programs; however, in any
other case in which a CFA project is assisted by any program of another
agency the Regional Director should endeavor to arrange for compa-
rable handling with the field office of the other agency.

Public Fociliry Loonr Proiecls

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 determination or
approval shall be obtained from the orvner for the Regional Offfce fiIe,
and the State wage rate determinations incorporated in the contract
d.ocuments.

fnformation on which to base the Agency's approval of prevailing
wage rates, in the absence of State law, shall be secured. by the owner.
Signetl statements shall be obtained, if possible, from the Secretaries
of the Association of General Contractors and the Building Trades
Council having jurisdiction, listing the classifications of labor to be
employed and the prevailing minimum wage rates for each.

A list of the prevailing wage rates shall be submitted by the owner,
in quadruplicate, for the approval of the Regional Director. One ap-
proved copy shall be returned. to the owner; one copy shall be sent to
the architect/engineer for incorporation in the contract documents;
and one copy 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 schedule.

TIOUIDATED DAMAGES

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

The daily amount of d.amages should be a reasonable and adequate
amount based upon the circumstances and the estimated dollar cost of
the intlivitlual contract, or the revenue-producing capacity of the
project.
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The liquitlated damages provision provides the owner with a feasible
me&rs of securi:ng compensation for damages due to delay ia comple-
tion. 'Without such a provision the proving of such damage is tlifficult
and usually entails eourt action.

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

PI.AQUES AND TABTETS 1

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

" Constructeal with tr'etleral assistauee as authorized by Title IV
of the llousing Act of 1950," (or for public facility loans projects,
"as authorizetl by Title II of the Ilousing Amendments of 1955").

If the marker is to contain names of inclivitluals, there may be atltletl
to the above the name of the Administrator, followed by Ad,ministrator,
United, States Housing and, Eome F,inance Agencg.

CONSTRUCIION SIGNS 2

The owner is required to erect a construction sign at the project site
itlentifying the project and indicating that the Government is partici-
pating in the project. tr'orm 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 llousing,
tr'ederal and Non-Federal School Construction, and Senior Citi-
zens l{ousing Lroans Programs and projeets involving buildings
and other structures under the Aeeelerated Public Works, Area
Redevelopment, and Public Facility I-,loans Programs.

(2) Photographs of projects not involving buildings and other struc-
tures under the Accelerated Public Works, Area Red.evelop-
ment, and Public Faeilities Loaus Programs are not required but
the Regional Office may request appropriate photographs in the
case of unusual projects or where other circumstances indicate
the desirability of a photograph.

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

1 ItrBtructions on Bleques antl tablets for Non-Bederal School Oonstmction ?rojecte aro given
in Section 5-2-2.

e Iustructions on construction sigas lor Non-tr'e<leral School Construction Plojscts are given
in Sectior 6-2-2.
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and Form Ctr'A-238N, Buppl,emental, Genarol, Conilitions, provicle that
the applicant may require the eontractor to furnish projeet photographs.
The applieant, however, may use its own photographer or, if necessary,
arrange for a commercial photographer to take the photograpbs.

Cost of photographs is an eligible project cost and. shoultl be inclucletl
in the line-item "Administrative Expense."

2&I.I ENGINEERING PRECONSIRUCTION

IDENTIFICAIION OF PHOIOGRAPHS

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

(1) Projeet number.
(2) Name of applicant.
(3) Name of builtling or other identification.
(4) Name of architeet antl/or contractor.
(5) Date taken.
(6) A"y appropriate descriptive remarks, such as identification of

other buildings in picture and u:rusual features.

SUBIIIISSION BY APPLICANT

Prints shall be black and white, 8" x 10", metlium weight, glossy
flnish, and. unmounted. The prints 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.

REGIONAL PROCESSING

Photographs shall be examined. in the Regional Office to assure that
each photograph is fully identiffed and that the submission ig ssmplete
and acceptable.

'When the Regional Office is assured that the submission is eomplete
and aeceptable, one print shall be forwardetl to CFA. Submission to
CFA shail be made in the ffIme manner 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.

t0 t2/2v&



PRECONSIRUCIION ENGINEERlNG 20-t-t

EXHIBIT A
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EXHIBIT B
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EXHIBIT C

CHECK IIST OF MOST FREQUENT ERRORS IN CONTRACT DOCU'YTENTS'}

(1) Does the eontract show whether the contractor is an intlivitlual
or partuership or corporation (by striking out inappropriate
words where Form CFA-238-F is usetl) ?

(2) Does the contract form (CFA-238-F) have a brief and adequate
description of the project in the space provided, so that the
remainder of the contract d.ocuments ca^rr be incorporated by
reference ?

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

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

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

(6)
(7)
(8)
(e)

Has a value of "Liquidated Damages" been indicated?

Have all adtlenda been included in the executeil documeuts?

Does the bond refer to the correct contract date?

Is the brief project description the same on the bond as it is in
the contract?

Is the bond dated either on or after the date of the contract?
If the person signiug the bond for the surety was not a resid.ent
of the State where the construction is to be accomplished, did a
resident agent countersign the bond?
Does the Power of Attorney, giving the person signing the boud.
authority to do so, show that it was still in full force and. effect
on the date the bond was signed? (If the Power of Attorney
bears same date as the Bond, this item is certainly satisfietl.)
Is the certifieate of the officer of the surety compary manually
signed rather than being a facsimile signature ?

Are all contract documents properly dated?

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

(10)
(11)

(12)

( 13)

(14)
(15)

(16)

* Noto to Owner: Plea8e have your Attomey use this check list when checking €xosutod
ooatrsct documonts,
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EXHIBIT D
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EXHIBIT E
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EXHIBIT E (Pcge 2)
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Section 2. Conlrqcl Documenls

The owner rvill submit to the Regional Office, prior to inviting bitls,
one set of proposetl contract documents, using Form CFA-238, Contract
Documents.

On school construction projects, the owner will also send one set to
the Office oI Education representative.

REVIEW

The Engineering Stafr will review the documents to determine:
(1) That the projeet as planned couforms to the approved project

and probably can be constructed within the approved cost
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 auy ineligible features will be financed by owner's funds
and written assurance thereof has been furnished by the owner.

(a) 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 doeuments are complete and permit com-
petitive bidtling among contractors; and that proper provisions
are made for deductive alternates.

(6) That Form CFA-204, Architect/Engineer's Certificate, alo.d,

Form CFA-205, Certificate as to Project Bife, have been obtained
and are satisfactory.

(7) On school construction projeets, that approval of ed.ucational
features by the Office of Education has been obtained.

Form CFA-240, Reuiew of Proposed, Contract Docum,ents (Exhibit
A), wiII be prepared manually, in an original only, to record the review
findings.

Dedudivc Alternolcr

To assure that bitls will be obtained within the funds available,
deductive alternates shoultl be includetl.

To avoid controversy in the award of bids, and for strict conformity
with the policy of competitive bidtling, deductive alternates should
be (1) listed in the order in which they will be taken and (2) taken
only to the extent to which they are ueeded to reach the amount bud.g-
eted for construction with a reasonable amount remaining for con-
struction contingencies. Ilowever, if there are sound reasons for the
acceptance of deductive alternates out of the order listed in the bitl
documents or for taking alternates beyond those necessary to reach au
amount which wiII provide a reasonable construction contingency,l the
Regional Director may approye such deviations if :

(1) The status of the low bidder is not affected.

-, 

Not 
"ppli""ble 

to nou-r'etlsral schoolg (s6s "overruns" below).
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(2) The reason for the approval of the variance is documented in
the file.

Neither deductive alternates which change the scope of a project nor
additive alternates of any nature may be included in the bitlding
documents for college housing and public facility loans projects.
Additive alternates which increase scope may be included in school
construction projects when the Office of Education specifically author-
izes such alternates.

Advice to Owner

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

HHFA approval of the project contract documents attests only to
the fact that the documents are considered satisfactory with reference
to the requirements of the agreement between the Owner and this
Agency. Such approval does not imply responsibility for nor attesr
to the accuracy of details or dimensions, proper selection of materials,
or compliance with applicabie cod.es or ordinances.

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

The project }and description and one copy of the plat submitted for
college housing projects shall be plaeed in the project file. A copy of the
piat shall be furnished to the Field Engineer.

BIDDING

Construction contraets shall be a'lvarded through open, competitive
bidding obtained. through advertising. This method is usually required
of public agencies and State colleges by State ancl local law. How-
ever, the owner may wish to obtain combined bids for the program
project and some other work (see below), and some private colleges
may wish to obtain bids by invitation. (See Chapter 2-5 for procedures
covering bidding by invitation.)

After the opening of bids, it is not permissible to negotiate with the
Iow bidder or other bidders on ehanges in plans or specifications in
order to reduce the cost to come within the funds available.

Combined Bids r

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

fn order to determine the construction cost of the Federally-financed
project, the foliowing proeedure wili be followed :

(1) AII contractors will be required to submit their bids with three
alternates. The flrst will cover the Federally-financed project;

, Wot ,ppti"rble to the School Construction Progran.
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second will cover the privately-financed project; and the
third will cover the trvo in combiuation. The third alternate
must include an allocation of the total bid between the two
projects.

(2) The invitation will provicle that the o\vner rnay award separate
eontracts or a combined contract depending on rvhichever award
produces the lowest total eost.

(3) If a eombined contract is awarded, the lorv price indicatecl orr
the Federally-financed project iu any of the combined or sepa-
rate bids received rvill establish its cost for tlte purposes of thcr

Federal partieipation.

BID OPENINGS

The Fielcl Engineer will attend the bid opening only rvheu speoifically
directecl to do so by the Regional Director because some unusual colr-
dition requires such attendance to proteet thc Federal interest.

CONCURRENCE IN AWARDS

'When bids have been opened arrd the owner has tcrrrtatively selected
the bidders to rvhom it proposes to arvard contracts. the Regional Officc
rvill be furnished:

(1) One copy of proof of publication of advertisemcnt for bids
except rvhen the bids are by invitation.

(2) One certified or signecl eopy of the tabulation of bids received,
with a covering letter whieh clearly sets forth the names of the
r:ontractor(s) to whom a*,ard is proposed, the base bid(s), tho
alternates to be taken by number and amount, and the resultant
total(s) of the proposed arvards.

(3) A certified or conformed copy of the proposal or bid form of
the bidder to rvhom the a'ward is proposed to be made.

(4) If the proposed contract awards are in an amount exceeding the
approved estimated construction cost, satisfactory evidence that
the additional funds required are or rvill be deposited in the
eonstruction account.

(5) If any proposed. contract award is not basetl on the lowest bicl
received, an explanation of the basis for considering rejection
of the low bid and a justification for au'ard to other than the
Iow bidder.

The Engineering Staff will review the bid tabulation and supporting
data to determine if the proposed au'ards ean be eoncumed in by the
Regional Director. Form CFA-241, Concurrence in Award and En-
ecuted, Contra,ct (Exhibit B), will be used for this purpose.

oTl{f,R (oR EXCESS) SERVICE rACltlTlEg-ovERRUNS AND UNDERRUNS

The College Housing Program statute imposes a sublimitation on
that portion of a loan represented by Excess Service Facilities as
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defined in Section 2-1-2, page 2. Under the CoIIege Housing Program,
if concurrence in the award of the construction contract for the project
would, without a change in the over-all amount of the loan commitment,
cause an overrun of the amount provided for other (or excess) service
facilities, such concurrence must be withheld 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 event of an underrun 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
summary is to be submitted, but concurrence in the construction con-
tract award need not be withheld pending this latter action.

Overrun:

Where the reviewer find.s that the total amount of the proposed
awards would overrun the amount budgeted for construction, or would
leave an insufficient construction contingency amount, the matter wiII
be taken up with the Assistant to the Regional Director.

Where necessary, the budgeted amount for construction may be
augmented by transfers from other line-items where this may be done
safely. Where the overrun on a non-Federal school project does not
leave sufficient funds available for construction contingencies, con-
currence may be given when the owner provid.es written assurance
that it will provide any funds needed for subsequent changes.

Where the overrun on a loan project cannot be met by adjustments
between line-items, concurrence will be given only after completion of
action to provide additional funds in accordance with 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 will govern.

Concurrence by Regionol Director

The Regional Director may concur in the award when:
(1) The contraetor proposed for award is not disqualified for arvard

or subject to any restrictions with respect thereto.
(2) Arvard is to be made to the lowest responsible bidder.
(3) Advertising as required rvas performed.

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

(5) The total amounts of awards does 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 been
received.l

(7) Ability to provide interim financing is demonstrated or if the
bonds have been sold.l

, Thi, tt"- does uot epply to school colgtruction plojects.
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(8) The loan agreement has been exeouted.l
'When there is a change in financing methods, the letter to the owner

coneurring in the award shall be routed through the Finance Branch for
revrew.

Procedural irregularities may be waived. by the Begional Director
when they do not conflict with statutory requirements or the require-
ment for open eompetitive bidding and. awaril to the lowest responsible
biclder.

Notice to Owner

The Regional Director shall advise the owner by letter of IIHFA con-
currence in the award.. This letter should indicate any conditions
under which the concurrenee is given, aud:

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

(2) CalI attention to the insurance requirements for the project and
ad.vise 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 exeeuted contract docu-
ments to the Regional Office.

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

A copy of the letter shall be sent in all eases to the Field
Engineer. tr'or a School Construction project, a copy shali also
be sent to the local representative of the Office of Education.

EXECUIED CONIRACT DOCUMENIS

Norificotion to Eureou of the Ceneus

At the time the Regional 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 married students
und.er the College Housing Program, or for the construction of a non-
Federal school, the Regional Office shall submit Form 16-19, Construc-
tion Contract Award, Notification, to the Bureau of the Census.

A report shall also be mad.e at the close of each month in which no
such award was made. Item 1 of Form 16-19 shall be completed, the

1 This item does aot apply to school construction projects.
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word "None" entered in Item 2, and "Non-Fed,eral projects (School
Construction and College Ilousing Program) " und.er ''trl,emarks. "
Review

The owner is required to furnish two sets of executed. contract docu-
ments to the Regional Office. The Engineering Branch shall review the
executed contract documeuts to assure: (a) that any required revisions
to the bitl documents have been made, (b) that the contracts are exeeuted
by the bidders and in the amouuts speciffed 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 reviewed. by the Legal Division to determine that:

(1) Po'lvers of attorney covering execution of the bonds are adequate
and have not expired prior to the date of execution.

(2) AII contract instruments are properly exeeutetl and valid under
applicable local and State laws.

Form CFA-247, Concurrence in Award, anil, Erear,teil, Contract, shall
be used to document the review.

Notice to Owner

The Regional Director shall ad.vise the applieant that the contract
documents are satisfactory or that there are specified objections to
them. A set of the executed d.ocuments in their final form, including
plans, and a copy of any letter relating to them shall be sent to the Field
Engineer. For school construction projects, a copy of any pertinent
letter shall also be sent to the local representative of the Office of Educa-
tion. For programs rvhich provide for a fixed. fee for Government field.
exDense, a copy of the letter shall be sent to the Administrative Division.

Revised Proiect Estimolo

Following the awartl of the construction contracts, the Engineering
Branch shall compare the construction cost with the approved estimate
as shown on the Project Summary. If an underrun exists, the Engineer-
ing Branch shall:

(1) Ascertain what Federal funds ean be reeovereil or plaeed. in the
project contingency. If transfer of the und.errun to project
contingency will result in the project coutingency substantially
exceeding the original estimate, the owner shall be contacted.
to permit recoYery of the excess.l

(2) Redetermine, if ineligible costs are included, the costs and pro-
rate the underrun between eligible antl ineligible costs.

This revisetl cost estimate should provide for a construction con-
tingency allowance to inelude the budgeted amount for contracts not
--]n""*"i 

of funils for school construction projects is covsred in Ssction 5-2-2.
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yet awarded plus an amount not to exceed 5 percent of the total amount
for contracts awarded and not awarded. The estimate for other items
shoulal be rechecked to aseertain that the project will be completed
within the funtls provided.

Any change in the approved cost estimate resulting from the awarcl
of construction eontracts will be reflected in a revised Project Sum-
mary showing the new cost estimates. In the case of school construe-
tion projects, these revisions may be issued by the Regional Office when
the Region is authorized to approve the change in cost estimates as
providetl in Section 5-2-2. fn all other instances, such changes for
school construction projects will be referred to CFA for preparation
of the revised Project Summary.
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EXHIBIT A

lu{r)

XOUSING AND EOilE rINA}ICB AGENCY
COXI UNM PACILMISS ADXINIATB.ATION

REVIEW OF PROPOSED CONTRASI DOCUMET{TS

tRord Nlrn

YGI NO

1. r.
b.
q

De! tb6 DrcJct u plsmed @n om to thc rpDrov€d pmjet?-.
Ara reUlus mlulDum (Scholr)? E@loEIel (Idn Pro|,Ms)?.-
An sU fqtus €UglblG qcept thm DHiosdy .8re.d to r! hcliaible?-.---,....-....- ..--

2 lr lt prcbsbl. thst the plEued !rcjet wlll h.v. r lubl. llr. rt ldlt cqud to tfo trm o,
ttrs loin (or, lor 6ch@l Droj@tr, st l6!t 20 yan) ?--..-..-- --..-- .-.

8. DB lt sppear tlut psject s! pluDed @ bo bullt slthln tIB spDtovcd stlute?.- .--..-.-..

4. AlG genersl sdety ctsd8rdr

5. a. Ds cortEt @nt8ln @mpletion
b. I! tho @Dplet otr tlme relistlc?-----
c. Is provilion mde lor liqui&ted

6. Are deductive slteilta!;
& Clesrlyststrd?-
b. Listed ir lequoemwuctr ttreyrrcIIIi6iI.:..-.---.:-_---:
c. wthh the eop€ of the spproyed prcjat?-

?. Are tlle ple ud speciicatlonr adequete to pernlt @mpetltlvo hlddin"?

8. Do the dcumelt! include the mndstoty provlslon!?-.---.-..----

9. ArealloftherequiredblddinadeumeDt8includedintbeproposedcoDtrrctd@umcnts?....

Fom
b. Cartlfets s to Proj*t Site,
c. Archit4t/En8dney's Contret

I! sdequstr prcvisiotr mde for lnsurstre @venle?--,.,-.---.-.--..--.-

llrve sll n€wry appmval! (other tiar HEFA) betr obtsined

Il allowncer e lacludcd wlll tbe dlowed m8tslsb be prcured on 8 competltlve bsl! ?..

Colcumcc k reommmded rubj€ct to :

Fom CI'A-206--...

Flt+rrGtu-tn
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EXHIBIT B

PRECONSIRUCTION

@r!tuilTl S ctLltlEs ANlilsTaATtoN

CONO,,RREIICE IN AWARO ANO EXEO,TED CONTRACI

Ch.cl gh€thcr hopoild As.d
ls Srttslsctcy

Yc. llo

I. AWARDS PROPOSED BY OIINEN

N.m. ot Biddc!Work CoxtEct

(.) T] n
(b)

(c)

(J) r} C]

tl tr](e)

Totrt t

Totol coostructlotr conoit@.tt lncluding ch.lta odcs .ad thls orrrd ....,,..,.,..,..,.

Av.tlabl. fund3 not tudSet.d (c6ttng6cl.t) t-

l. Is 9.oDosed esard to loc.st bidder?
t{ "no" ls tho oencr's iustific.tlm fd nd .w.rdlng to lhc ld.st biddd .eaptrblc?

2, ts tirc sEc.s.(ul bidJe(s) disqElificd c crtrlded?

l. Ate theE .ny ln.gulalitlc3 rcg.rd.d by Bvlcra! a uaeeptrlL?
Il treE src lGaulaiti.s, crn tily f! f,riycd?

5. D@s proposad rFerd EquiF lncrcarald Cooshcu@ 4t atlr.tc?
Totol r.olcci cost .slio.tc?

Atol!.:at har eg*d to p.ovld6 .ddittBsl tun(r.
lnceasc lo Fadc..[ prnlcl!.u{ tr cquLc{.

6. Ar! sdditi@el lunds necd.d?

7. CooeuEne h th. rrard ls ccoe.[d.d rublet to:

CU.L eatudb.kg D..
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EXHIBIT B (Pose 2)

IL EXECI'TED CONTRACT DOCUXENTS

l. Hss .ppliodt codpli.d Dltl condlilona und6i *ttct HHFA coilGd in thc ptoposcd cdtnct
dGuilnts ed reed?

YES NO

2. Hav. th6 ontr€ts b.a Gd6.d lnto io th. .ao!rt! .!d eith th. biddc6 fd whlch HHFA
conc6nc. waa glva[?

3. AE su.tlc! alprovc{ by cd eitfila T@cury DGpadEcat ll6lteu6.?

Roviee Englner Chtcf, EoSioe.ing Stsft

Drtc

1. AE tl6 poaas o(.Ucey cd.riat daolion of thc lEtdctrtr .dcqqtc ud in cffet 6 t[.
d.t! of ar6ntld?

YES NO

2. Arc tlE otrct b3tMcnE cdretly GtHL.d?

Dab: R.vld Afr@Gy

Tttta
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CHAPTER 2. CONSTRUCTION

Section l. Proiect Construction

PRECONSTRUCIION CONTERENCE

Prior to the start of construction, the Field Engineer shall meet with
the owner, architect/engineer, and contractor to discuss CFA require-
ments and furnish the owner Form CFA-239, Construction. The ma-
terial in Form CFA-239 must be discussed during the conference.
Particular attention should be given to the contract change proeed.ure
so that it is clearly und.erstood that any work undertaken as a result
of a contract change is at the owner's risk until IIHFA eoncurrence
has been obtained. Other prescribetl Ctr'A forms should be discussed
and samples furnished.

The Field Engineer shall secure agreement as to the probable starting
date of construction, and. shall determine, in general terms, the con-
struction schedule for the project as a whole and for each contractor,
in terms of the stages used. to establish frequency of inspection (see
Section 20-2-2). He also shall take notes of anything whieh will help
him to appraise the prospects for prompt and efficient construction
and effective supervision by the contractors, the architect/engineer, and
the owner, for use in developing his proposed inspeetion plan.

Precon3lruction Conference Rcporl

The Field Engineer shall use X'orm Ctr'A-200A, Preconstruction Con-
ference Beport (see Exhibit A), to report on the eonference and to
propose his inspection plan for the projeet.

Item 7, fnspection Plan, contains a bar divitled into blocks for
24 months. Duration of construction shall be indicated by drawing a
Iine from the anticipated starting date through the construction period
provided in the contract. On the next line, the proposetl inspections
shail be shown by entering the code letter for the given construetion
stage (see Section 20-2-2) under the month in which it is anticipated
that the inspection will be made. If the Field Engineer believes that
more than one inspection will be needetl during a given stage, he shall
repeat the cotle letter for that stage for each proposed. inspection. Below
the bar, the stages shall be itlentifietl by brief captions, using the terms
in Seetion 20-2-2 when applicable, or similar terms. Under ftem 8
"Comments," the Fielct Engineer shall justify any proposal for more
inspeetions than the norm establishetl in Seetion 20-2-2 and comment
on any matter of special interest arising out of the conference.

The Fieltl Engineer should endeavor to relate the proposed inspec-
tions to those already scheduled for other projects, so that need. for
single inspection trips will be minimizetl. If more inspections than
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2O-2-I ENGINEERING CONSTRUCTTON

the norm given above appear necessary, he shall so recommend and
give his reasons.

The plan is not intended to be specific as to dates on which inspections
will be made. Rather, it is intended only to reflect the number of
inspections which the Fieltl Engineer believes necessary, and the ap-
proximate periods duriug which the stated construction stages wiII be
reached. An amencled plan need not be submitted to reflect ehanges
in anticipated construction progress or the timing of inspections.

Form CFA-200A shall be prepared in duplicate, preferably by use of
ballpoint pen. The original and one copy shall be sent to the Head,
Construction Managemeut Section. After review by the Chief, Engineer-
ing Branch, the Section Eead shall return the original to the Field
Engineer, with aclviee of approval and of any motlifieations.

If problems arise during the conference which require further action
or which should be known to the Regional Office, the Field Engineer
shall report them by memorandum to the Head, Construction Manage-
ment Section.

PROJECT CONSIRUCIION SCHEDU]E AND PROORESS CHARI

The owner shall be asked to have the architect/engineer review aud
approve the construction schedule and progress chart prepared by the
contractor.

No form is prescribed for such schedules and. charts, nor will a copy
be required for IIHFA.

SCHEDUTE OF AAAOUNIS FOR CONIRACT PAYMENIS

The ow:rer shall be asked to obtain from each prime contractor, and
keep in his fiIes, a schedule of amounts for contract payments to be
used. as a basis for computing periodic payments. The schedule for
each prime eontract shall cover all subeontracts under it. The schetlule
must be signed by the contractor, the architect/engineer, and the owner.

The owner shall provide approvecl copies for the eontractor, the
architect/engineer, and the Regional Office; the original shall be
retainetl by the owner.

The Regional Office eopy shall be furnished to the Head, Project
Planning and Review Section, as a basis for computing the insurable
value (see Section 20-2-2). Form CFA-207-4, Schedule of Amounts
for Contract Pagments, may be used for this purpose.

DISBURSEMENTS TROM THE CON9IRUCI]ON ACCOUNT

Page 1 of the Project Summary contains the approved. cost estimate
for the project. The owner shall be reminded. that it is responsible for
keeping costs within the individual line items in the cost estimate, and
that no line item may be exceeded without prior EHtr'A concurrence.
I-rikewise, amounts may not be transferretl between line items, including
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Each list of proposed subcontractors submitteil for approval must
contain a certffication by the contractor that the subcontraetor(s)
listed:

(1) Eave been advisetl of the labor standards provisions applicable
to the projeet, and

(2) That those provisions as incorporated in the contract between
the owner and the contractor will be so incorporated in the con-
tracts between the coutractor antl the subcontractors.

Physical inelusion of applicable labor provisions in the subcontracts
is required regardless of the format of the contract. When a purchase
order or other informal type of form is used, the labor provisions may
be attached thereto, but the subcontractor must then acknowledge re-
ceipt of the labor provisions in writing to the eontraetor awarding the
subcontract (see Section 4-2-2, Volume II).

The Fieltl Engineer shall check the name of each subcontractor
against the file of disqualified or restricted firms. If the subeontractor's
name does not appear in the file, the owner shall be advised that HIIFA
has no objection to a subcontract with him. If his name appears in the
file, the owner shail be instrueted to withhold concurrence in the use
of the subeontractor pending further adviee from the Regional Office.
The Fielit Engineer shall then notify the Regional Offiee, r,vhich shall
take subsequent aetion in aeeordanee with existing instructions cover-
ing disqualifications and restrictions.

INSURANCE

Until the project is eompleted and is accepted by the owner, the
owner is required to maintain builder's risk insurance (ffre and ex-
tended coverage) on a 100 percent basis on the insurable portion of the
project for the benefit of the owner, the prime contraetor, and all sub-
contractors as their interests may appear. If any condition changes
either the scope or the duration of the project, the insurance coverage
must be adjusted accordingly.

The owner shall be instructed that if the project or any part of it is
to be used or oecupied prior to its aeceptance from the contractor, it
must first:

(1) Secure written consent of the contraetor.

(2) Secure endorsement from the insurance earrier and consent of
the surety permitting occupancy of the building or use of the
projeet during the remaining period of construetion, or

(3) When the project eonsists of more than one building and one of
the buildings is to be oecupied, secure permanent fire and ex-
tended coverage i:rsurance, including a permit to eomplete con-
struction. Consent of the surety also must be obtained.

The Fieltl Engineer shall aseertain whether required insuranee cov-
erages are in effect. For any insurance not yet obtained, he shall arrange
for evidence of coverage to be supplied to him by the date set for the
start of construction.

IABOR REOUIREMENIS

For labor requirements, see the applicable program Construetion
Sections.
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PAYROTLS

Each prime coutractor and subcontractor is required. to furnish a copy
of each weekly payroll to the owner for transmittal to the Field
Engineer.

Contractors may use Form HHFA-7, PayrolZrl which meets all
IIHFA payroll reporting requirements, their own payroll forms, or
Department of Labor Forms SOIr-184 and 185. However, if Form
IIIIFA-I is not used, the payroll form must contain the information
required by Form HHFA-1, and Form H-181, Statemant of Compliance,
must be completed and attached to eaeh payroll.

Form H-179 gives instructions for payroll preparation and copies of
this form shall be provided for each contractor and subcontractor.

Copies of payrolls submitted under the College Housing antl PFI-I
programs shall be kept by the Fieltl Engineer until six months after
the final project inspection. If, at that time, no rvage dispute or other
matter involving the payrolls exists or is anticipated, the payroll copies
shall be disposed of in accordance with the applicable Records Control
Schedule. Copies of payrolls submitted under the School Construction
Program shall be sent to the Regional Office after project completion
and shall be retained for three years uncler the applicable Records
Control Schedule.

Each prime and subcontractor is requirecl by the Department of
Labor Regulations to retain weekly payroll records for a periocl of
three years from the clate of eompletion of the contract.

SUPERVISION OF CONSIRUCTION

The orvner shall be advised during the preconstruction conference
that, under its agreement with the Government, it must provide in-
spection and supervision during eonstruction adequate to assure itself
antl HHFA that the project is built in accordanee with the plans, speci-
fi.eations, and contract documents. The owner should understand that
visits by the Field Engineer are in no way a substitute for inspections
by the owner and its architect/engineer. The Fieltl Engineer visits are
solely for the purpose of ascertaining that the project is being built in
aceord.ance with the project approval, construction is proceeding in
accordance with approved plans, specifications, and contract documents,
and evaluating the adequacy of the inspection and supervision being
provided by the owner pursuant to the terms of its agreement with the
Government.

The architect/engineer will also be expected to:
(1) Furnish a report once a month covering general progress at

the job and describing auy problems or faetors contributing to
delay. The owrer will send a copy of this report to the Fieltl
Engineer.

(2) Prepare and submit contract change orders.
(3) Review and approve the contractor's sehedule of amounts for

contract payments, and certify contractor's requests for partial
payments as a basis for periodic payments by owner.

(4) Review the eonstruction and progress sched.ule for the duration
of construetion.

1 Form HIItr'A.l is not availablo for lree distribution, except for sample copies. This form
may bo purchasetl by coutrectors directly from the Superintendent of Documents, Ooyernmetrt
Printing Office, Weshiugton, D.C. 20402, at $2.25 ter hundreil copies.
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in aud out of the project contingency item, without prior HHFA con-
currence.

The X'ieltl Engineer should remind 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 each line item in the latest approved cost esti-
mate without prior HIIFA concurrence except in the following
instances:

(1) Specific expenclitures for land and rights-of-way1 may be maile
without prior EHFA concurrence only (a) when the land or
right-of-way to be acquired is ineludetl within the scope of the
project, (b) after a description of the property to be acquired
has been furnished the Regional Offiee, and (c) when the total
amou:rt remainiag in the line item for land antl rightsof-way
will be sufficient to defray the costs of all other such aequisitions
for the project. If these conditions are not met, the expendi-
ture must be concurretl in by the Field Engineer before it is
made. Usually in such cases, it will be necessary for the Fieltl
Engineer to consult the Begional Office before giving his eon-
currence.

(2) Proposed expenditures for I-iegal and Administrative Expenses
must be submittetl by the owner to the Field Engineer. The
Field Engineer may approve:
(a) Atlministrative eost items not to exceed. $500 per item,

including cost of bond sale ad.vertising, mortgage recordi:rg
costs, and bond printing costs; and

(b) Cost of fnternal Revenue stamps, subject to written state-
ment as to need. 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 27-3-2).

The Fieltl Engineer shall refer, with his comments, all atlminis-
trative items exceeding $500 and 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 adminis-
trative expenses, the Regional Director shall determine whether
the proposed expenditure is a proper project charge, antl
whether the amount is reasonable with respect to the services per-
formed and rvithin the budgeted liue item. In checking the
budgeted amount, it also should be determined whether payment
will leave a balance sufficient to cover other lcrown serviees in
this category as yet unperformed or unbilletl.
If the Regional Director has no objection to the expenditure, 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 aud.
for resolving the matter. The Fieltl Engineer shall be advised
of items on which questions have been raised.

(3) Payments for charges not includetl in the arehiteet/engineer
agreement, such as borings, surveys, or laboratory tests, must
be coneurred in by the Fieltl Engineer.

, f,""4 
".4 

rights-of-way may not be purchoseil under the School Construction Program.
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(4) Final payments under construction contracts must be concurred
in by the Field Engineer before they are mad.e (see below).

The owner shall request changes in the line items of the approved. cost
estimate by letter to the F'ield Engineer. The Fieltl Engineer shall sub-
mit the request, with his recommendations, to the Regional Office. If
the Regional Of6ce concurs, a revised project summary shall be issued.
Sub-items under the construction line item, however, are for guide pur-
poses only and are not considered line items for purposes of budget
control. Such sub-items shall be controlled by approval of contract
changes or award of additional contracts.

The Field Engineer may permit the owner to acsumulate minor
ehanges and cover them in a siugle Contract Chonge Ord,er.

Requests for payment shall be made on Form CFA-208, Period,ic
Est,imate for Parti,al Payment, or the contractor's invoice if it provides
similar information and includes a eertification equal in effect to that
contained in Form CFA-208. The applicant is required to furnish one
copy of Form CFA-208, or of the contractor's invoice, to the Field
Engineer.

The Field Engineer's copy is for informational purposes in connection
lith sueh actions as-

(1) Computing insurable value;
(2) Processing of change orders requesting extensions of time;
(3) Follorving up on outstanding payroll copies;
(4) Evaluating construction progress; and
(5) Scheduling inspeetion visits.
The Fieltl Engineer shall not concur in periodic payments made to

contractors. Horvever, the owner shall be instructed not to rnake final
payment under any eonstruction contract until after he has submitted
the contractor's Form CFA-208, or other invoice, to the Field Engineer
and the Field Engineer has concurred as provided below.

Finol Poyment lo Conlroctor

The Fieltl Engineer shall not concur in the final payment to a con-
tractor until he has determined that:

(1) Contract work has been satisfactorily completed.;
(2) f[e has received all copies of all payrolls;
(3) There.is no indication of any unsettled violation of contract

provisions; and
(4) FIe has no other reason to object to the final payment.
The Fieltl Engineer will not be concerned with the final accuracy of

the amount shown on the request for payment, since this will be eheeketl
during the final project audit. He should make it elear to the owner
that his concurrence is not a certiffcation as to the propriety of the
paJrment, but is only ad.vice that the Ageney has no objection to the
payment being made.

APPROVAT OF SUBCONTRACTORS

The owner shall be iustructed to furnish the Fieltl Engineer the name
of each proposed subcontraetor in order to ascertain whether he has
been d.isqualified under existing laws or regulations from participation
in Federally-aitletl projeets. (See Chapter 2-2, Yolume IY.)
4 7/8/54
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Each list of proposed subcontractors submitted for approval must
contain a certifieation by the contractor that the subcontractor(s)
listed:

(L) Have been advised of the labor standards provisions applicable
to the project, and

(2) That those provisions as incorporated. in the contract between
the owner and the contractor will be so incorporated in the con-
traets between the contractor and the subcontractors.

Physical iuclusion of applicable labor provisions in the subcontracts
is required regardless of the format of the contract. \Yhen a purchase
order or other informal type of form is used, the labor provisions may
be attached thereto, but the subcontractor must then acknowledge re-
ceipt of the Iabor provisions in writing to the contractor awarding the
subcontract (see Section 4-2-2, Volume II).

The Fieltl Engineer shail check the name of each subcontractor
against the fiIe of disqualified or restricted. firms. If the subcontractor's
name does not appear in the ffle, the orvner shall be advised that HHFA
has no objection to a subcontract rvith him. If his name appears in the
fiIe, the owner shall be instructed to rvithhold concurrence in the use
of the subcontractor pending further advice from the Regional Office.
The Fieltl Engineer shall then notify the Regional Office, which shall
take subsequent action in accordance with existing instructions cover-
ing disqualiffeations and restrictions.

INSURANCE

Until the project is completed ancl is acccpted by thc orvner, the
owner is required. to maiutain builder's risk insurance (fire and ex-
teuded coverage) on a 100 percent basis on the insurable portion of the
project for the benefit of the owner, the prime contractor, and all sub-
contractors as their interests may appear. If any condition changes
either the scope or the duration of the project, the insurance coverage
must be adjusted aceordingly.

The owner shall be instructed that if the projeet or any part of it is
to be used or oeeupied prior to its acceptance from the contractor, it
must first:

(1) Secure written consent of the contractor.

(2) Secure enrlorsement from the insurance camier and, consent of
the surety permitting occupaney of the building or use of the
project during the remaining period of construction, or

(3) When the project consists of more than one building and one of
the buildings is to be occupied, secure permanent fire and ex-
tended coverage insurance, including a permit to complete con-
struction. Consent of the surety also must be obtained.
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The tr'ield Engineer shall ascertain rvhether required insurance cov-
erages are in effect. l-or any insurance not yet obtained, he shall arrange
for evid.ence of coverage to be supplied to him by the date set for the
start of constmction.

TABOR REOUIREMENTS

For labor requiremerrts, see the applicable program Construction
Sections,

PAYROTTS

Each prime contractor anrl subcontractor is required to furnish a copy
of each weekly payroll to the owrler for transmittal to the Fielcl
Engineer.

Contractors may use Form HIIFA-7, Payrollrl which meets all
HHFA payroll reporting requirements, their own payroll forms, or
Department of Labor tr'orms SOL-184 and 185. Ilowever, if Form
HHFA-1 is not used, the payroll form must contain the information
required by Form HHFA-1, and Form H-181, Statement of Compliance,
must be completed and attached to each payroll.

Form H-179 gives instructions for payroll preparation and copies of
this form shall be provided for each contractor and subcontraetor.

See Section 20-2-4 with respect to procedures covering inadequate or
missing payrolls.

Copies of payrolls submitted under the Coilege Housing and PFI-.r
programs shall be kept by the Field Engineer until six months after
the ffnal project inspection. If, at that time, no wage dispute or other'
matter involving the payrolls exists or is anticipated, the payroll eopies
shall be disposed of in accortlanee with the applicable Reeords Control
Schedule. Copies of payrolls submitted under the Sehool Construction
Progra^u. shall be sent to the Regional Office after project completion
and shall be retained for three years under the applicable Reeords
Control Scheduie.

Each prime and subcontractor is required by the Department of
Labor Regulations to retain weekly payroll records for a period of
three years from the date of completion of the contraet.

SUPERVISION OF CONSTRUCTION

The orvner shall be aclvised. during the preconstmction conference
that, under its agreement rvitir the Governrnent, it must provide in-
spection and supervision during construction adequate to assure itself
and I{I{FA that the project is built in accordance with the plans, speci-
fications, and contraet documents. The owner should understand that
visits by the Field Engineer are in no way a substitute for inspections

1Form HIIFA-1 is not a,vailable for free distribution, except for sample copies. This form
may be purchaseil by coatractors directly from the Superintendent of Documents, Governmetrt
Printing Olflce, Washington, I).C. 20402, at $2.25 per hundred copies.

6 t1/2/64



CONSTRUCTION ENGINEERING 2O-2-I

by the owner and its architect/eirgineer. The llield Eugineer visits are
solely for the purpose of ascertaining that the project is beirrg built in
accordance with the project approval, construction is proceeding in
accordance rvith approved plans, specifications, and contract documents,
and evaluating the adequaey of the inspection and supervision being
provided by the owner pursuant to the terms of its agrecmcnt u,ith the
Government.

The architect/engiueer rrill also be expected to:
(1) Furnish a report once a rnonth covering gclncral plogrcss at

the job and deseribing any problems or factors contributing to
delay. Thc o\yner rvill send a copy of this report to the Field
Engineer.

(2) Prepare arrtl subrnit contract change orclers.

(3) Review and approve the contractor's schedule of. a,turutrts for
contract payrnents, arrd. ccrtify contractor's rcquests for partial
paymcnts as a basis for periodic paymerrts by orvner.

(4) Revielv thc construction and l)rogress scherlule fol the cluration
of construction.
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CHAPTER 2. CONSTRUCIION

Section I. Proiect Conslruclion

PRECONSTRUCTION CONTERENCE

Prior to the start of construction, the Field Engineer shall meet with
the owner, architect/engineer, and contractor to d.iscuss CFA require-
ments and furnish the owner Form CFA-239, Construction. The ma-
terial in Form CFA-239 must be discussed during the conference.
Partieular attention should be given to the contract ehange procedure
so that it is clearly understood that any lvork undertaken as a result
of a contract change is at the owner's risk until HHFA concurrenee
has been obtained. Other prescribed CFA forrns should be discussed
and. samples furnished.

The Field Engineer shall secure agreement as to the probable starting
date of construction, and shall determine, in geueral terrns, the con-
struction schetlule for the project as a'r,hole and for each contractor,
in terms of the stages used to establish frequency of inspection (see
Section 20-2-2). He also shall take notes of anything 'which rvill help
him to appraise the prospects for prompt and efficient construction
and effective supervision by the contractors, the architeet/engineer, and
the owner, for use in developing his proposed inspection plan.

Preconslruction Conference Report

The Field Engineer shall use Form CFA-2004, Preconstruction Con-
ferenca Report (see Exhibit A), to report on the eonference and to
propose his inspection plan for the project.

Item 7, fnspection Plan, contains a bar divided into blocks for
24 months. Duration of construction shall be indicated by drarving a
Iine from the anticipated starting date through the construction peliod
provid.ed in the contract. On the next line, the proposed inspections
shall be shown by entering the code letter for the given co;rstruction
stage (see Section 20-2-2) under the month in rvhieh it is anticipated
that the inspection l'ill be made. If the Field Engineer belie'i,es that
more than one inspection rvill be needed during a given stage, he siiall
repeat the eode letter for that stage for each proposed insirection. Belorv
the bar, the stages shall be identified by brief captions, using the terms
in Section 20-2-2 when appiicable, or similar terms. Undel Item 8

"Comments," the Field Engineer shall justify any prollosal for urore
inspections than the norm established in Section 20-2-2 and comrnent
on any matter of special interest arising out of the eonference.

The Fie1d Engineer should endeavor to relate the proposed inspee-
tions to those already scheduled for other projects, so tltat need for
single inspection trips will be minimized. If more inspections than
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the norm given above appear necessary, he shail so recommend. and
give his reasons.

The plan is not intended to be specific as to dates on which inspections
wiII be made. Rather, it is intended only to reflect the number of
inspections which the Field Engineer believes necessary, and the ap-
proximate periods duringlvhich the statecl construction stages rvill be
reached. An amendecl plau need not be submitted to reflect changes
in anticipated construction progress or the timing of inspections.

Form CFA-200A shall be preparecl in duplieate, preferably by use of
ballpoint pen. The original and one copy shall be sent to the lfead,
Construction Management Section. After revierv by the Chief, Engineer-
ing Branch, the Section llead shall return the original to the Field
Engineer, with advice of approval antl of any modifi.cations.

If problems arise during the conference which require further action
or rvhich shoulcl be kno.ivn to the Regional Offfce, the Field Engineer
shall report them by memorandum to the Heail, Construction Manage-
ment Seetion.

PROJECT CONSTRUCTION SCHEDUIE AND PROGRESS CHART

The orvner shall be asl<ed to have the architect/engineer revielv and
approve the construction schedule and progress chart preparerl by the
contractor.

No form is prescribed for such seheclules ancl charts, nor will it copy
be requirecl for HHFA.

SCHEDUTE OF AMOUNTS FOR CONTRACI PAYMENIS

The olvner shall be asl<ed to obtain fron each prime contractor, and
keep in his files, a schedule of amounts for contract payrnents to be
used as a basis for computing periodic payments. The sehedule for
each prime contract shall cover aI1 subeontracts under it. The schedule
must be signed by the eontractor, the arehiteet,/engineer, and the owner.

The orvner shatl provide apploved copies as follows; one copy to the
contractor, one eopy to the architeet/engineer, and two copies to the
Fielcl Engineer. The Field Engineer shall retain one eopy and shall
forrvard the other eopy to the Regional Office.

The Regional Offiee copy shall be furnished to the Head, Project
Planning ancl Review Section, as a basis for eomputing the insurable
value (see Section 20-2-2). Form CFA-207-4, Scheclule of Am,ounts
for Contract Payments, may be used for this purpose.

DISBURSEMENTS FROM IHE CONSTRUCI]ON ACCOUNI

Page 1 of the Project Summary contains the approved cost estimate
for the project. The owner shall be remindecl that it is responsible for
keeping costs within the individual line items in the cost estimate, and
that no line item may be exceedecl l,ithout prior HHFA coneurrence.
I-rikewise, amounts may not be transferrecl between line items, including
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Section 2. Proiect lnspeclion

The purposcs to be served. by the pcriodic on-site project inspection
by the Field Engineer are:

(1) To assure that the scope of the project being built is the same
as that provided for in the approvetl project. This assurance
shall be based on direct observation and the general relation of
the work being done compared. to the approved project tlescrip-
tion, plans, and speeifieations, and, in the case of non-Federal
school projects, rvith the assuranees given by the local eduea-
tional agency.

(2) To determine that the owner, through its architect/engineer, is
providing adequate inspeetion and supervision to assure that the
project is being constructed in conformity with the approved
plans, specifications, and eontract documents. In observing the
work done and in progress during his on-site visits, he shall
evaluate the adequacy of the inspection and. supervision being
provided by the owner and his representatives, rather than to
substitute the Government's inspection for that of the owner.
The Fieltl Engineer, in determining the quality of inspection
being provitlett by the owner, shall also consider the adherence
of contractors and subcontraetors to usual safety requirements
and proper construction methods. Any non-compliances shall be
noted on Form CFA-200 ancl called to the attention of the owner,
but the owner shall be advised that these are evidence only of
inadequacy of inspection and are in no event intentlecl to be a full
list of non-complianees sueh as would be made if the Government
had primary responsibility for project inspection.

(3) To determine if the project will be completed by the schetluled
time. This determination shall be based on the Field Engineer's
general appraisal of the project and. a review of the project
construction schedule and progress chart.

(a) To determine adherence to labor requirements. Generally, this
phase of the inspection wiII be eoncerned. with:
(a) Whether required Department of Labor posters SOI:-155,

wage rate schedules, and nondiscrimination posters are
posted at the project site.l

(b) Whether, on the basis of the spot-ehech ouUinetl below, the
payrolls evidenee compliance 'with Federal labor require-
ments. The Fieltl Engineer shall select at rantlom 10 per-
cent, or 12, whichever is the lesser, of the line items on one

1 Nondiscriminatiotr posters are uot required to be posted under the non-I'edersl School
OonBtruction Progran.
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of the payrolls subrnittcd by each contractor or subcon-
tractor each month and shall review these line items and the
payroll form to determine whether:
1. The data specified in CFA requiremeuts are being shorvrt

on the payroll form.
2. Job classifications used are covered by the wage rlcrtcrmi-

nation.
3. Ratio of laborers ancl helpers to mcchanics in each tradc

is not unreasonable, as an inclication that workers are
getting the proper pay for the 'r,r,ork they do.

4. Wage lates shorur for r,arious job classifications are not
Iess than those containecl in the u,age rate cletermination.

5. Types of deduetions shou,n are authorized under the
Department of I-.iabor Regulations.

6. Laborers ancl mechanics are being paid not less ofterr
than once a rveek.

7. Required payroll certificatiorrs are propelly complcterl.
'When a condition of non-compliance is encountered, Field Err-
gineers shall state briefly on Form CFA-200 the methods actually
ernployed in determining that labor requirements were not met
(see also Section 20-2-4).

The Field Engineer shall date and sign those payrolls he ex-
amines; and the supervisor, during his visits to the Fieltl Engi-
neers' stations, shall review these payrolls on a test-check basis
to determine whether the Field Engineers' examinations arc
current, atlequate, and correct.

(5)To examine the eonstruetion aecount for school construction
projects (see Section 5-2-3).

FREQUENCY OF PROJECT INSPECTION

The frequency of on-site inspections of a project cannot be defined
in terms of numbers of inspections, but rather must be based on certain
critical stages of construction. The stages intlieated below are based.
on projects of average size and type. These inspections should be
combined on smaller or less complex projeets. They should also be
combined whenever the competence of the architect/engineer ancl con-
tractor, or the experience and financial partieipation of the orvner,
indicate that this can be done.

fn unusual cases, it may be necessary to increase the numberr of
inspections. This should be done only when the Chief, Engineering
Branch, determines that the quality of supervision being provided by
the owner is so inadequate as to be atlverse to the Government's inter-
ests. It 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 such time as may be necessary to secure suclr
superYrston.
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Collegc Housing Prcgrom lnspection Stoger

The inspeetion stages for a college housing project are based on an
average eonstruction time of 14 months or more.

(1) Exeavation and setting and placement of footings.

(2) Construction of the structural frame, ineluding columns, beams,
and floors.

(3) Framing-in for roof and roughing-in of utilities.
(4) Installation of partitions, mechanieal equipment, and piping.
(5) Interior finish work.

Non-Federcl School Inspection Stoges

fnspection stages for non-Federal sehool projects are the same as for
college housing projects, except that in most instances, the lesser size
ancl compexity of the project, together with the shorter construction
period may permit combining the inspections of various stages into a
lesser number of visits to the project site.

One of the regular inspections should be scheduletl 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
clelay.

In the case of an "equipment only" project, inspections should be
scheduled at times lvhen equipment deliveries can be generally antic-
ipated and payment reeommendations made based on sueh inspections.
Sueh inspections shall be held to a minimum. fnspections of minor
equipment deliveries normally shall be deferred until major equipment
deliveries are made or a payment is required.

PFL Woter, Sewer, ond Gos System lnspection Stoges

Minimum inspection stages for water, sewer, ancl gas systems are:
(1) Shortly after th-e initial start of pipe laying. If workmanship,

supervision, and grade are satisfactory, no other inspections
normally need be made until the final inspection.

(2) If the project inclutles rnajor above-grouncl struetures such as a
building or rvater tower, such struetures should be inspected
onee, at the time rvhen the project is about 50 percent complete.

Orher PFI Proiect lnspection Stoges

Inspection stages for other kinds of PFL projects will depenil upon
the work to be done and shall be determined by the Fieltl Eugineer,
subject to approval by the Chief, Engineering Branch, on a basis con-
sistent with the foregoing criteria.
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INSPECIION PIAN AND TRIP SCI{EDUTES

Upon receipt of approval of the inspection plan submitted after the
preconstruction conference, the Field 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 may
visit the project site at times other than provided in the approved plan
when, in his judgment, the additional inspection is necessary for ex-
peditious eonstruction or resolution of unforeseen problems. If there
is insufficient time for the Field Engineer to secure approval for a site
visit, justification for the visit shall be ineluded in the appropriate
Form CFA-200.

Each Field Engineer shall submit a rveekly itinerary showing his
trip sehedule for the period, to permit the Ffead, Construetion Man-
agement Section, to evaluate the frequency of project inspeetions and
to contact the Field Engineeru,hen necessary.

PERIODIC INSPECTION REPORT

A Period,ic Inspection Report, Form CFA-200 (Exhibit A), shall be
manually prepared by the Field Engineer during each on-site inspec-
tion. Form CFA-200 will be prepared in triplicate, with one extra
copy on non-Federal school projects, and mailed direet to the recipients
the same day. Reports for a given projeet shall be numbered consecu-
tively.

The original of Form CFA-200 shall be sent to the Regional Office and
a copy sent to the owner and, in the case of sehool projects, to the
local representative of the Office of Education. Otre copy shall be
retained by the Field Engineer.

On rnultiple-unit projects, a separate sheet of Fortn CFA-200 shall be
used to iaentify and report on each unit und.er construction with the
same report nurnber used on each sheet.

In ftem 1, the follou,ing definitions shall be observed in filling in the
columns:

Contruct Start Date.-The date on which a contractor is in-
structed to cornmence rvork in the proceed order.

Contract ComplctionDof c.-This date is computed by a<lding the
rrurnber of calendar days set forth iu the eontract and the ntlrrtber
of calendar days in atty extension of time contaiuecl in an approved
charrge order to the starting da,tc specificd in the proceed order.
\Yhere there is br-rt one prirne contractor, the project substantial
completion date (see below) antl the contract completion clate are
the same.

Percent of Tinr,e Dlapsed.-The ratio of the number of calendar
days which have elapsed since contract starting date to the number
of calendar days set forth in the contract, adjusted to inclutle any
extensions of time by approved ehange orcler.
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Project Bubstantinl, Completion Data.-The date on which the
entire project (all units of a multiple-unit project) can be used
for its intended purpose. This will be the normal cut-off date for
all interest during construction.

Subsrontiol Completion Dotes

The dates of substantial completion by unit and the contract sub-
stantial completion date by prime contractor shall be specifieally re-
ported in Item 15, using the definitions below:

U nit S ub st a.nt ial C o m pt et io n D at e (M ult ipl e -U nit P r o j e ct s)

The date on which each unit can be used for its intended purpose.
For projects consisting of two or more units or facilities which ean
be used separately, the date for each unit or facility will be reportecl
iudividually. This is the cut-0ff date for the prorated interest during
construction.

C ontr act S u,b st antial, C ompletion D at e

The date on which the work performed under a contract has
reached a point where any uncompleted. or corrective work required
will not prevent the intended use of the projeet. This is the cut-off
date for liquidated damages. Where there is more than one prime
contractor, eaeh shall be reported on separately.

In Item 2, Stage of Construction, the proper box shall be checked to
indicate the eonstruetion stage of the project at the time of the inspec-
tion visit.

Item 11 shall be used to discuss any negatively marked item, inade-
quate performance, or non-complianee by the owner, architect, or
contractor, and other problems or conditions which would ad.versely
affect construction completion if not corrected. Corrective actions, or
efforts to secure such action, shall be described in the report or in
subsequent reports.

lnirisl Use

In CFA loan programs, the tlate of initial project use is needed by
Regiorral staff for required loan servicing action (see Sections 23-2 and
23-3). In the School Construction Program, this date is needed for
statistical purposes.

During his iast visit prior to final inspection, the Field Engineer shall
check with the owner 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 CFA-200, with comments on the probability of initial use as
scheduletl. He shall review the architect's periodic reports and advise
the Regional Office by memorandum of any new information.

During final inspection, he shall obtain the actual date that use began,
or a revised scheduled date, which shall be reported in accordance with
the provisions of Chapter 22-7.
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REGIONAL OFFICE PROCESSING OF FORM CFA.2q)

Form CFA-200 shall be referred to the chief of the appropriate
program operations branch, who shall notify the Loan Management
Brauch: (1) when the project will become revenue producing; and
(2) when comments are maile concerning insurance.

The program branch chief shall review Form CFA-200 to aseertain if
any non-engineering problems have been raisetl. He shall also use the
form as the basis for initiating release of funds 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 of the project and to d.etermine
correctiye action required to resolve any existing problems affecting
the satisfactory completion of the project within the time and. funds
specified. He also shall review Form CFA-200 to evaluate the perform-
auce of the Field Engineer in complying with established inspection
poiicy.

Form CFA-507, Detcrmination of Insurable Yalue, shall be prepared
by the lleacl, Planning antl Review Section, for college housing, senior
citizen housing, and, as appropriate, PFIJ and ARA projects, when the
project is reported to be 75 pereent complete. In the case of multi-unit
projeets, Form CFA-507 shall be prepared for each unit.

_ 1 See Ssctiotr 6-2-3 lor procedures otr the release of funds for school construction plojects
duriDg construction.
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Section 3. Contrqcl Ghonges

CHANGES IN APPROVED PROJECTS

A revised project summary must be issued to make a change in an
approved project which-

(1) Alters the scope or character of the project, or will effeet a
reduction in anticipated project revenues;

(2) Alters the method of financing;
(3) Alters a line item in the approved cost estimate;
(4) Alters the loan conditions or the security pletlgetl to a degree

which requires an amend.atory loan agreement;
(5) Alters the alloeation of Federal loan funds between housing

faeilities and other (or excess) service facilities, for a college
housing project; or

(6) Reflects a project d.evelopment eost underrun oceurring after
printing of a single bond but prior to bond closing. (See Section
21-3-4, page 3-"Decrease in Amount of Bonds Purchased.")

The revised project summary shall be issued as prescribed in Sections
2-4, 4-4, and,5-2-2. Where the change affects or requires modiffcation
of the executed construction contract documents, a contract change
order also must be issued as prescribetl below.

Prior to any other processing, each proposed contract change must
be reviewed to determine whether it requires issuance of a revised
project summary.

CONTNACI CHANGES

Any alterations of executed construetion contracts require a contract
change order. Contract change ord.ers concurred. in by IIEFA are
required even if the owner will pay for the ehanges.

If the cost of a proposed contract change order 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
HIIFA.

Minor contract changes may be accumulated and coverecl in a single
contract ehange ord.er.

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 aceompanied by a statement giving all information
required on Pages 1 and 2 of Form CFA-201. All change orders and
supporting statements shall be prepared in an original and four copies.

Proposed ehange orders shall describe the required contract changes
in detail. Drawings and speeifications required shall be attached to
the change order form or properly itlentifietl by title and date within
the text of the order.
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Proposed change orders shall be submitted to the contractor and a
proposal requested. The contraetor will submit his proposal to the
architect/engineer. Proposals shall be in writing, properly identified,
and clearly state any changes in eontract priee and completion time.
All changes in contract price must be itemized, showing allowed debits
or applicable credits for all items including labor, material, unit cost,
profit and overhead. If the architeet/engineer approves the ehange
order, he will submit it to the owner for approval. If the owner ap-
proves the change order, he wiII send the original to the contractor, two
eopies to the Field Engineer, one eopy to the architect/engineer, and
retain the ffnal copy for his own file.

If satisfactory, the Fie1d Engineer shall indicate his eoncurrence of
the ehange order by completing Form CFA-277, Contract Change Oriler
Concu,rrence, in triplicate (see Exhibit R). A single Form CFA-217
rnay be used for concurrence in several change orders. If the change
order is of the nature that requires Regional Office concurrence, the
Field Engineer shall forward the change order, supporting staternents,
and Form CFA-217 to the Regional Office. Form CFA-217 shall inclutle
the latest revision of all line-items. Upon concurrence Form CFA-217
shall be distributed as follows: the original to the owner and a eopy
together with a copy of the change order to the Fielcl Engineer arrd the
Regional Office.

The Field Engineer must secure the concurrence of the Regioual
Director before concurring in a change order, if the proposed. change:1

(1) Affects the scope of the project.
(2) Requires an increase in Federal funds.
(3) Requires transfers of funds between line items.
(4) Involves an extension of time of more than a total of 30 tlays.

If the owner has agreed to pay the costs of the change, the Fieltl
Engineer shall ascertain that the required. funds are deposited in the
construction account before he approves the contract change order.

Each change order involving a construction change requires a simul-
taneous determination as to its effect on the completion time. The num-
ber of calendar days, if any, by which the contract is decreased or in-
creased is shown on the change order and is used, together with the like
information on other change orders issued during the course of con-
struction, to adjust the contract completion date. The adjusted contract
completion date should be shown on all periodic inspection reports.

Proposed change orders to extend a completion d.ate must be sup-
ported by:

(1) A written request from the contractor explaining the cause of
the delay, supported by adequate evidence or information.

(2) A statement by the architect/engineer commenting upon the
contractor's request, with his recommendation as to the valitlity
of all or a part of the request.

lil-irt"io changes on School Construction projecte (see Section 6-2-2), l,be Iiegiou&l
Director must further securo the approyal of the Ofice of Education before concurring.
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EXHIBIT B

a0ustxc AtrD 80IE IIxltcE lcrxcY
COMTII,NIfi FACILITIES ADiIINI STRATIOII

COIITRACT C}lAIICE ORDER COIICURREI{CE

Itlt

To:

Tou rlc rdrilcd .hrt th. flou.lnB .nd Horc Fia.nc. Agcn.y .orcu.r 16 th. follorlit propor.d contt.ct
.hrn8. ordclr. Itir lctt.r !. hot . cfri^tc ord.! r. 1t llrcty fccord. tl. .cllon of t[1. ls.nc, t.-
lplcting thir rrttcrr hy cirnt€ or.lcr rlqullrrl go Gftc.t th. d..lr.d chrna. !ur! bc i..u!d by ,ou!
duly r!thoih.d contrrctlnt olflccr.

Conrr..t No. G.ns. O.d.r No. Cfi.ngc Ord.r Drt. D.cr.r.c !g:!-:!,

totrl D.crcrrc
Totrl lnc.cr.c

N.t tncr.tlc (ft*.r!.)

qh\@ lN mrffi @sI EsrlMrE

Pravior. lrcr!... n.rilcd
Eltlutc (rcr..!.) E!ti!.t!

con!tilctlotr Lln.'ltai
Bud8.t!d..,..,..,.... ,- t-- r-
Ar.rd.d, ,. ..... .

trlM/RECSnftl{DD: DATA

UAIEPrcE (If t.quircd)r' i.taon.l Dtt.caor o, b"'^it, ft'iliti"
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Seclion 4. Woge Rqte Violqtions

Contraetors and subcontractors are required to pay employees en-
gaged on the project the wage rates established by the Department of
Labor or approved by this Agency. Violation of this contract provi-
sion may be discovered by the Field Engineer in the course of his spot-
check of payroll copies (see Section 20-2-g), or may be reported by the
employees to the owner, the Regional Office, or the Department of lrabor.
This Section contains procedures for dealing with such violations.

When the Fieid Engineer discovers wage violations which he be-
lieves are clue directly to errors or misunderstandings, he shall instruct
the owner to have the violating contractor make the necessary adjust-
ments and file the indicated substantiating evidence (see Exhibit A).
lfowever, 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 payroil 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 Offlce shall refer the matter to
CFA with its recommendation for appropriate action (see Section 2-1-4,
Manual Volume IV).

CFA will discuss such alleged violations with the HHFA Compliance
Division to determine the need for investigation. CFA will aclvise
the Regional Office and will supply a copy of the report of any investi-
gation made. The B,egional 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 claims plus 25 percent
thereof. The Regional Office slmll identify the contractors involved but
shall not identify the individual workers at this time since this might
hinder any subsequent action the Department of Justice may decide
to take. The Regional Office shall also inform the Field Eugineer of
such developments.

When advice is received from the Compliance Division and Depart--
ment of Justice, CFA will advise the Regional Director to proceed.
TheRegionalDirector shall then instruct the owner to secure settlement,
in the manner below, by or through the prime contractor concerned and
will furnish the owner a schedule showing-

(1) the contraetors involvecl;
(2) the names of underpaid. workers; and

(3) the amount due each worker.

SETI]EMENI PROCEDURES

Each contractor listed shali be required to deliver to the owner checks
payable to the listed workers in the amounts of the underpayments.
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Each check is to be accompanied by an envelope acldressed to the payee
at his last known atld.ress with sufficient postage to cover a registereil
mail return receipt. Checks shall be mailed by the owner, to whom the
receipt will be returned.

Undelivered checks shall be returned by the owner to the contractor
with instructions to establish an escrow account and deposit therein
the amont of such checks. No withdrawals from this aceount may be
made without the consent of the olvner. At the end of two years this
account shall be liquidated as outlined below.

Underpayments to workers constitute non-performanee under the
terms of a contract; therefore the amount earned under the contract
must be reduced by the total of the underpayments. As restitution is
made, the earned amount is increased accordingly. Therefore, pay-
ments may be made to contractors so long as the amount withheld on
the contraet equals or exeeeds unpaid wage claims.

When the escror,v account is finally liquidated, any residual funds
therein shall revert either to the contractor or the owner, depending on
the amount earned by the contractor (the contract price minus the
amount remaining unpaid to workers) and the amount paid him on his
contraet.

If the contractor has been paid the amount earned, 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 owner, or in the case of
non-Federal sehool projects, to the Office of Edueation.

Proiect Closing

Owners shail be instrueted to report to the Regional Director as
soon as all payrnents have been made to those workers who have been
located, and the escrow account established; and again at the end of the
escrow period with respect to the funds remaining and the disposition
made thereof. A eopy of the report shall be sent to CFA.

The final project report (see Section 22-7, 5-2-3 or 5-3-3) shall be
released only upon completion of settlement or establishment of the
escrow account. A statement shall be attached showing the settlements
made, escrow account establishment, and disposition to be made of any
remaining balance in the aceount at the end of the escrow period.

SPECIAT INSIRUCIIONS

The general proccdures above shall apply to projects under all pro-
grams, subject to the modifieations below.

Non-tederol Schools

When final payrnent has not yet been made to the owner ancl the
amount of this fina1 payment exceeds the wage claims, CFA will rec-
ommend. that the Office of Education release funds except for an
amount equal to the claim plus at least a 25/o rcserve. When the claims
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to located workers have been paid, and an escrow account has been
established for the unlocated workers, the Regional Office will advise
CFA to request the Office of Education to release all funds except for
an amount equal to the eserow account. Final payment wili be recom-
mend"ed by the Regional Office in an amount equal to the total paid to
workers from the escrow account.

When unpaid clairns exceed. the amount withheld by the Office of
Education, the owner's account rvith OE will be adjusted so that the
Office of Education by (1) withholding, (2) return of funds from
the owner, or (3) partial payment to the owner, has recovered the
paid amount in excess of the amount earned. on the contract.

Federcl Schools

The Rcgional Office becomes the "owner" in the settlement of wage
claims.

loon Progroms

In the event of overpayrncnt to the contractor, represented. by funds
returned to the owner whcn the escrolv account is closed, such funds
will be disposed of in the same mauner as provided in the loan agree-
ment for excess funds remaining in the construction account.

6/15/61
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EXHIBIT A

@ HOUSING AND HOME EINANCE AGENCY
OTIICE OT IHI NEGIOXAL ADMI{ISTNAIOE

the folloeltrs DAJroll(s) [ ] and,/or payroll deta f ] ,
nu6t be submltted to nert the laboilequlrehenta of the

for ProJ ect llo, 

- 

,
cortr6ct:

Payrol I
Nuhber

Nane of
EnploJ eoCon t rac to r Perlod Classiflc!tlon

f ] fnntoree's [ege rate Is belor tiat shown for hls clrssiflcatlon on spproved
!lnllun rage scole Ilsted ln the contrect. ln adJustment ls nec€ssrry end
erldence the adJuitnent hss been nade should be forrBrded on a supDlenentrl
payroll,

l- I Clrsstftcitton for the employee(s) sholn ls not covered by the rige deter-
nlnatlon for thls contrect. Proper clssslflcation as llsted ln the !pproved
rage deterrlnetlon nust be subrltted by letter and used on future prJrolls
rhere the emploJoe's nane aDDesrs, or Jou 6hould tate steDs to lnDlen€nt
the classlflcation(s) 1n accordanc€ llth lnstluctIofis prevlouslJ 1!sued.

f-,l orr ftt" does not contain a letter from s stete ADprentlcesht! Councll rhlch
ls recognlzed by the Feder.l Cofifli!te€ on Apprentlceshlp, U,S. Detra!tnent
of Lebor; or froh the Bureau of ADprentlceshlD, U. S. Departnent of Labor;
stetlng that cmplox.c(3) 1s reglstered ss sn aDp!entlce. It rtll bo nec-
essary to havc thls rogistration in ou! rccords or c[Dloyee 6u!t be psld
Journeynon *ngcs.

[ ] ott,er

Sjnccrrly Jou!s,

firld llrIir0.r cf a?60
( ro-6!)
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FINANCE 2I-I.I

CHAPTER I. TOAN DEVETOPMENT

Section I. lntroduction ond Bqsic Loon Policy

INTRODUCIION

This Part contains financial policies ancl procedures applicable to
the CFA loan programs.

Minor variations in the processing of CFA loan programs are noted
and specified; major variations and supplementary information apply-
ing to a single program will be found in the Part of this Volume relating
to that program.

This Chapter covers the financial operations and procedures involved
in the development of specifications, terms and conditions for CFA
loans. This phase of financial operations begins upon determination
by the finance analyst that the financial application and other data
warrant further consideration of the proposed loan, subject to develop-
ment of suitable finance conditions.

The procedures and operations in this Chapter rvill be completed
prior to final completion of the Financial Review Report, Part 1, and
the special conditions developed by the analyst will be included in that
report for subsequent inclusion in the I-.roan Agreement.

BAS]C IOAN POUCY

It is the policy of CFA that each loan be of sound. value, and so
secured as reasonably to assure repayment. This objective is required
by statute in the case of Public Facility L:o&nS, and is consistent rvith
the intent of the legislation for other loan programs.

fn furtherance of this policy, and to protect the investment of
public funds, the determination that a loan is sound and the develop-
ment of loan terms so as reasonably to assure repayment will be in
accordance with the national loan policies and criteria established by
CFA. Although consideration should be given to allou,able preferences
of the applicant regarding loan terms during the course of loan
negotiation, responsibility for the determination of loan soundness
and adequate security rests upon HHFA rather than upon the appli-
cant. If an applicant requests a release from, or a rvaiver of, any
of the terms and conditions normally included in a loan agreement,
the Regional Office will make such determination as is consistent I'ith
the CFA loan policy.

Further, since the intent of the CFA loan programs is to pror,ide
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loans which will be marketable to private investors, either upon their
initial offer for sale or after establishment of a satisfactory operating
experience, each loan will be developed as a business-type loan,
approximating the praetices of private finaneing.

loon Securily

Iroan security must be sufficient to reasonably assure repayment,
but onee that objeetive is reached, it should not be carried to the
point where the borrower will be unduly handieapped in flnancing
future expansion. I:oan terms and conditions should be arranged to
faeilitate, as appropriate, the ffnancing of additional facilities through:

(1) Self-contained finaneing for such projects, or

(2) A consolidated loan, or

(3) An open-end arrangement that permits the issuanee of atltli-
tional parity bonds, as cliscussed in Section 21-7-4.

In this connection, it is the policy of CFA that any profits from
the operations of a facility built with Government loan funds will
be used for aceelerated repayment of the loan, or in some circum-
stances for development of additional housing or public faeilities.

The basic security for eaeh loan will be a pledge of project revenues,
augmented to the extent necessary by a pledge of speeified revenues
from identiffable sources. 'Where available, additional security shoulil
be obtained by a full faith and credit pledge of the borrower ancl
by mortgages on the projeet and on other faeilities the revenues of
which are pletlged for loan repayment.

REI.ATIONSHIP OF PRIVATE TOANS TO CFA IOAN PROGRAMS

Encourdgemenl of Privofe Participation

In connection with loans und.er the CFA loan programs, it is the
policy of the Community Facilities Administration to encourage private
partieipation in the finaneing of projects eligible for Federal loan assist-
ance in addition to the ffnaneing of non-eligible facilities, provided that
the terms and conditions of sueh non-Government financing are con-
sistent with the interests of the Government. The interest rates and
maturities on such ffnancing shall, as prescribed below, be so arranged
as to preclude unintended beneffts to lenders. In addition, where
appropriate, competitive bidding for the loans shall be required.

Where Government loan funds are to be employed to ffnanee a part of
a project, the applicant will be required. to observe the policies set
forth below. The applicant, if it so chooses, can break down the project
into two or more parts and. finanee each part separately. fn such in-
stanees, the policies prescribed below will apply only to those financing
arrangements for a project where a proposed Government loan and the
private loan are to be repaid from the same loan seeurity.
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Bosis for Regionol Office Conrent

Where an applicant wishes to finance part of a project eligible for
Federal loan assistance by borrowing from sources other than the
Government, the Regional Offiee may consent to such flnancing pro-
vitletl that (a) the non-Government loan has maturities coextensive, or
Iargely coextensive, rvith the proposed Government loan; and (b) the
non-Government loan is subject to competitive bidding. To illustrate,
if the proposed. Government loan is expected to have maturities up to
40 or 50 years, the non-Government loan must be repayable over a
period of more than 25 years. The non-Government loan may bear any
interest rate or rates deemed. reasonable by the applicant.

Where an applicant wishes to finance a portion of a projeet which
has been determined to be ineligible for Federal loan assistance, such
as movable equipment and furnishings, the Regional Office may consent
to such financing provided that the non-Government loan has maturi-
ties concurrent with the proposed Government loan. The term " con-
current" means for this purpose that (a) the annual maturities for
each loan shall be scheduled to provide proportionate debt service pay-
ments, antt (b) the initial maturities for each loan shall commence in
the same year. The non-Government loan may be repayable over any
time period and may bear any interest rate or rates deemed reasonable
by the applicant.

'Where an applicant wishes to arrange for private financing of the
early maturities of a loan for a project eligible for a Government loan,
with the Government to purchase the later maturities, the Regional
Office shall advise the applicant that such arrangements wiII be accept-
able provided that (a) the net interest cost on the non-Government loan
does not exceed the net interest cost on the portion of the loan subject
to purchase by the Government, and (b) the non-Government loan is
subject to competitive bidtling.

Before the Regional Office concurs in any of the above-d.escribed
ffnaneing arrangements, the Finance Branch shall make such analysis
as is necessary to determine that the ffnancing arrangements wiII not
jeopardize the ability of the borrower to repay the Government loan.

REFUNDING OF OUISIANDING IOANS

No general refunding of outstanding loans is contemplated or eu-
couraged. See Section 2l-1-4 for provisions on this subject.
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Section 2. Security ond Loon Specificotions

Loan developmeut involves the developrnent of appropriate fiuancial
understandings and requirements to be sct forth in the I-.loan Agree-
ment, and the drafting of suitable language to express correctly these
understandings aud requirernents. Such understandings relate to loan
security-the sources of repaymerrt; Ioan specifications-deseription
of the bonds to be issued and a program for loan repayment; and
repayment conditions-flow of funds, issuance of additional bonds, and.
other financial matters. In developing these loan terms and conditions,
care should be taken to assure that:

(1) The bonds to be issued wiII aclequately meet the financial con-
ventions of the capital marliet to make the bouds marketable.

(2) Tho revenues, if any, from opetatirins of all facilities of the
Goverrrment-financed, project will be disposed of in accordance
with the florv of furrds provided in Section 21-1-3.

(3) There will be no Fedcral interference in the borrower's trormal
operations.

(a) The speciai financial contlitions pertaining to the flo'rv of funds,
issuance of additional bonds, and other financial matters, and
the security pledge are consistent with each other and related.
to the financial condition of the applicant and., where appropri-
ate, to its potential prospects.

APPTICANI PARIICIPAIION IN PROJECI FINANCING

It is the policy of CFA to encourage the borrower to participate
in the financing of its project because (a) the Government loan pro-
gram is designed to supplement, not supplant, the resources of the
borrower; (b) a smaller loan relative to the project cost red.uces the
amount of revenues that must be used. for loan service; and (c) a
sizable borrorver's equity improves the security for the loan. Bor-
rower participation may involve a firm amount, with 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 and
the actual project developmeut cost. Whether the borrower's partici-
pation is flrm or contingent, however, if the actual d.evelopment cost
exceeds the approved estimate of development cost, the borrower wiII
be expectetl to furnish the additional funds necessary to cover the
overrun.

To avoid misunderstandings regarding the nature of the applicant's
participation and the future disposition of any balanee remaining in
the construction 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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Ioan agreement provisiorrs specified below are fully understood by the
applicant.

Condition Precedent lo loon Disbursement

When the borrorver undertakes to participate in the financing of
the project, including payment for ineligible facilities, the following
condition will be includecl in the Special Conditions in the loan agree-
ment:

"Prior to filing any requisition for loan funds, the Borrower shall
present satisfactory evidence that it has deposited in the Construc-
tion Account the sum of $ . ,' being the difference between the
amount of the loan and the estirnated development cost of the
Project. "

Return of Excess Funds lo Borrower

Whenever it is agreed. that all or part of the borro$,er's partici-
pation in the financing of the project is a contingerlt amount and
that, if there should be a project cost underrun, the amount of the
underrun wiII be applied to a reduction of the borrower's partici-
pation, the foregoing special condii:ion shall be supplementetl by adtling
the following:

Section (12 for College Housing, 9 for PI-.iF, 10 for .LRA,), Con-
struction Account, of the Terms and Conditions attached to the Loan
Agreement is hereby modified by substitution of the following sen-
tences for the last paragraph of that Section: Any moneys remaining
in the Construction Account after all costs of the Project have been
paid, but not more than $............. ...2 shall be returned to the Borrorver.
Any funds then remaining in the Construction Account shall be
promptly used for redemption of bonds; Provided., however, that
any of such funds in an amount less than $1,000 shali be deposited
in the Bond ancl fnterest Sinking Fund Account.

TOAN SECURIIY

In the administration of the CFA loan programs, loan security serves
to identify (1) whether the obligations to be incurued by the bor-
rower are general obligations or special obligations, and (2) the sources
of expected loan repayment. The establishment of a Collateral Account,
a Debt Service Reserve Account, or a Repair and Replacement Reserve
Account are not expected sources of loan repayment and therefore are
not listed und.er loan security.

Proiect Revenues

The security for each loan will include a pledge of project revenues
covering all the revenue-prod.ucing facilities of the project. This
requirement is designed to assure that if revenues will be generated.
by operation of a project financed by the Government loan, or any
-lpr*"loru, 

amount of borrower's Darticipation., Enter amount of contingent participation by borrorver.
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portion thereof, such revenues will be applietl to the project operation
or repayment of the Government loan, and that profits from the
Government-ffnanced. project 'will not normally serve as a source of
general income for the borro'lver. fn eertain situations, the flow of
funds conditions may permit project revenues to be used for pur-
poses other than project operation or loan repayment, as specifled in
Section 21-1-3. Such alternative uses should be accomplished through
the flow of funds mechanism rather than by excluding a portion of
project revenues from the security pledge.

Mortgoges

For all private institution borrorvers a mortgage should be obtained
on the project and on other facilities the revenues of which are
pledged. For public agency or public institution borrowers such
mortgages should be obtained where State la'lv permits. 'Where a
mortgage is legally available, it must be obtained on the project
facilities; for non-pr:oject facilities whose l'eyenues are pleclged, the
rnortgage requirement may be r,vaived if a compelling reason exists,
such as a will restriction or where it is likely to upset further dona-
tions. If a rvaiver of the mortgage requirement is deemed appropriate,
the borrorver should. be required to covenant that it rvill not sell,
transfer, mortgage, convey, or otherrvise dispose of the properties in
question to any third party.

roAN SPECIHCAIIONS

Term of loon

Iroans may be made for pcriocls not cxcecding the statutory maxi-
mums, that is, for periods not exeeeding 50 years in the case of college
housing loans or senior citizens housing loans, antl 40 years in the case
of public facility loans. The term of a loan may be for a shorter period,
based upon such factors as the term requested, State statutory restric-
tions, the applicant's ability to pay, and the estimated useful life of the
proposed facilities.

lnlerest Pqymenl Dqtes

The intercst paymerrt dates shoukl be related to thc periods of the
borrorver's fiscal year when it receives the bulk of the revcnues to be
plcrdgecl. As nol;ed in the comment on the Bond and. Intcrest Sinking
Fund Account in Sectiou 2I-l-3, this datirrg amangement will facilitate
the deposit of funds into this account as promptly as possible.

Bond Dote

The date of the bonds is the point of measuremeut for loau maturi-
ties. Therefore, care should be taken in the selection of the bond date
to assure that it does not result in a loan term in excess of the limits
set by the program policies. Since the loan agreement creates the legal
obligation of the Government to buy the bonds, the bonds should
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ordinarily be dated as of the first interest payment date following
the date of the loan agreement.

After the execution of the loan agreement, if the start of construc-
tion is unduly delayed, it may become advisable to advance the date
of the bonds and the related maturity and redemption schedules. How-
ever, no advance in bond date should lengthen the term of the loan
beyond the maximums in the program policies. If a Government ad-
vance against the bonds lras been made, or is being processecl, the bond
date may not be advanced.

,rloturity Schedule

Ordinarily a loan should be set up with repayments scheduled. over
the last 28 years for S0-year loans, 38 years for 40-year loans, and 48
years for 50-year loans, when applicable. The loan shali be repayable in
annual maturities with semi-annual interest payments in the case of
bonds, or in monthly iustallments in the case of mortgage notes. The
combined total of interest and principal payable each payment period
during the life of the loan shall be of approximately equal amounts.
Repayment of logn principal shall commence the first day of the twenty-
fifth month after the date of the note in the case of mortgage notes, and
at the end of the third year from the date of bond issue in the case of
bonds.

The forgoing represent maximums; it may be possible to arrange for
the repayment of a housing 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.

-Where, 
because of an increase in project scope or for other reasons,

a loan will bear two different interest rates for the same type of
bonils, the portion of the loan bearing the higher rate shall be evidencecl
by bonds designated as Series A and the portion of the loan bear-
ing the lower rate shall be evidenced by bonds designated as Series B.
The maturity schedule should be so arranged that all of the Series A
bonds will 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 two series may run consecutively or coextensively. Where a loan
involves two different types of bonds, thc maturities of the two issues
should generally be schetluled coextensively.

Rcdemprion Feolurcs

Coll Provisions

Since private investors may wish to bitl on the early maturities,
each loan should contain call provisions in line with current market
practice, as permitted by applicable law. The following sehed.ule is
suggested:

Non-callable borrds-bonds mirturing during the first 10 years after
date of bonds.

Callable with a premium-bonds maturing during the 11th through
35th year, or earlier if term of loan is less than 40 years, after
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tlate of bonds. Reduction of the premiums should occur at 5-year
intervals, or less if the term is less than 40 years.

Callable at par-bonds maturing during the last 5 years of the loan.

Prem,i,um Scheclule
3 percent if redeemed during the l1th through the 15th years
ZL/2percer;:t if redeemed during the 16th through the 20th years
2 percent if redeemed during the 21st through the 25th years
7/2percent if redeemed during the 26th through the 30th years
1 percent if redeemed during the 31st through the 35th years

Vsriotions of Coll Provisions

Variations of the above call provisions are permissible, but bond
purchasers shoultl be affordecl substantially the same favorable terms
regarding early redemption. The use of call premiums, coupled with
a no-eall provision for early maturities, should improve the market-
ability of the bonds. The mutual advautages of sueh provisions should
be called to the applicant's attention.

In this eonnection, it should be explained to applicants that the Fed-
eral loan programs will be strengthened if an effective partnership with
private investment can be worked. out, in which private investment
participates substantially in a loan and the Federal Government, if
necessary, carries the longer maturities.

Government Woiver of Premiumc

The loan agreement inclutles a provision that if any of the bonds
are awarded. to the Government, and as long as these bond.s remain iu
its possession, the Government will waive the non-callable provisions,
redemption premium features, and publication of notice requirement.
Bonds in the amount of $5,000 or more for College llousing issues, or
of $l-,000 or more for Public Facility I:oan issues, and in multiples of
$1,000, may be redeemed on the first of any month, providerl the Re-
gional OfEce is notified at least 20 tlays in advance.

The loan agreement shall contain a provision, rvhen applicable, that
the Government will accept a single fully registered bond bearing the
denomi:ration of the loan amount in iieu of coupon bond.s, subject to
conyersiorr to eoupon boncls upon 90-day written notice, at the cost of
the borrower. Generally, coupon bonds have been issued in $1,000 de-
nominations; however, wherever feasible, the issuanee of coupon bonds
in denominations of $5,000 should be encouraged.

Bidr for Blockc of Bonds

Bids shall be aecepted for specific blocks of bonds as well as the
entire issue. Normally, the loan agreement should provide that bids
may be mad.e for (a) bontts maturirg duriug the ffrst 10 years, (b)
tluring the llth through 15th years, (c) the 16th through 20th years,
(tl) the 21st through 25th years, (e) the 26th through 30th years,
(f) the remaining maturities, and (g) the entire bond issue. If the
issue is for thirty years or less the blocks shall be atljustetl 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
tlate of the bonds.

2/25/64 5

FTNANCE 2t.t-2



2IN-2 FINANCE LOAN DEVEI.OPMENT

Dcbo tervice Rcrervo

To protect the loan against unforeseen dfficulties which might impair
the ability of the borrower to provide annual debt service pa5rments as
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 tlebt service reserve should be accumulated by deposits
into the Bond. and Interest Sinking Fund about 35 percent greater
than the amount required. for payment of interest and principal. By
this method, the requisite two-year debt service reserve will ordinarily
be aceumulated in about six years.

Colloterol Account

fn some cases a borrower may wish to establish the requisite debt
service reserve at the outset in a Collateral Aceount, rather than
accumulate it in the Boncl 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 pletlgetl reverue eoverage of
ayerage annual d.ebt service may be around. 1.25 times; if the finan-
cial resources of the borrower and the reliability of the reyenue
and. expense estimates so justify, it may be lowered. to not less than
1.10 times.

'Where a Collateral Aecount is to be establishetl, the followiug stand-
ard. language shall be employed:

The Borrower shall, prior to the Government's release of any
loan funds hereunder, deposit in a "Collateral Account" estab-
lished with the Trustee to be designatetl in the indeuture, in trust
for the benefft of the purchasers and holders of the bonds, un-
restricted. and unencumbered. direct obligations of, or obligations
the principal of and interest on which are guaranteed by, the
Uuited States Government, or securities listed on the New York
Stock Exchange, haviug a market value of at least $............................,., and
shall maintain the market value of said Collateral Account in at
least that amount. The investment of such funds shall be valued
in terms of current market value as of June 30th anrl December 31st
of each year. The securities on deposit at any time in the Collateral
Account shall be liquitlatetl to the extent required. to meet debt
service in the event the pledgetl revenues become insufficient to
meet debt service requirements, or to provide ratably the principal
and interest pa5rments on the outstanding Bonds declared due and
payable by reason of any default under the terms of the fndenture,
provided, however, that except during any period of tlefault 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 Aceount,
(2) to substitute in the Collateral Aeeount like securities of equal
marketability and market value, and (3) to withtlraw securities
from the Collateral Aceouat 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 outstantling Boncls or $.------,
whichever is the lesser.

6 2/25164



1OAN DEVETOPII,IENT FINANCE 2I.T{

Section 3. Flow of Funds

ESTABIISHMENI OF PRESCR]BED ACCOUNIS

The loan conditions designed to assure the availabitity of pletlgetl
revenues are generally referred to as the "flow of funds" provisions.
Such provisions ordinarily (1) prescribe the establishment of such
accounts as the Revenue Fund. Account, Bond and Interest Sinking
Fund Account, and Repair and" Replaeement Reserve Account; (2)
detail the flow of pletlged revenues into such accounts, the use of
such revenues for maintenance and operation expenses, annual debt
service, debt service reserve, repair and replacement reserve; and
(3) provitle for the disposition of remaining "residual" revenues.

fnasmuch as each loan will be essentially repayable from the
revenues speciflcally pledged as security, care should be exercised in
setting up the flow of funds so that the objective of sound. Ioans will
be fully observed. The flow should include safeguards against dis-
sipation of revenues and should. take into account the type of revenue
pledge-net or gross-and the type of borrower-private or public
agency.

Stondord Longuoge

Standard.ized language has been developed for the more common
provisions establishing the flow of funds. These are shown in Exhibits A
through D, and are printed on Form Ctr'A-515, Bpecial Cond,itions For
Loan Agreements. These special cond.itions represent the most suitable
language to accomplish the policies set forth below. In developing the
loan conclitions for a particular loan the analyst should, wherever pos-
sible, use the standardized special conditions. When this is done, the
conditions used should be cut and pasted from a printed copy of Form
CFA-515, onto the Financial Review Report, thus assuring all reviewers
at a glance that the standard wording has been used.

Only when State law or special circumstances require it should the
standard language be modified or replaced. In such cases the modi-
fied language should, if possible, be marketl on the printed condition
from Form CFA-515, so that the change will be clearly evident. Only
when major changes or replacement of language are required should
the revised condition be typed in full on the F inancial Review Report,
Part 1. Whenever a change in language is required, it should be ex-
plained in Part 2.

If the standard language is inad.equate to cover recurrent situa-
tions, or if other language seems better, the Regional Office should
recommend appropriate changes to CFA, with an explanation of the
proposed revision. CFA will consid.er all such proposals in the light
6/15/51 I
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of nationwide requirements, and will modify the standard language
when appropriate.

Revenue Fund Accounl

The establishment of a Revenue Fund Account provides a desirable
control on the flow of funds arising from the operation of the project,
and other facilities, the revenues of which are pledged. This account
gives greater assurance that project revenues will be used for project
purposes, particularly in cases where a project becomes partially or
fully revenue-protlucing prior to bond closing and the establishment
of the Bond and Interest Sinking Fund Account. The Revenue Fund
Account facilitates identification of the source of revenues used for
operating costs, debt service, and various reserves, thereby facili-
tating CFA loan servicing.

Usually the Revenue Fund. Account should be set up as a separate
bank account, separate from the other accounts held by the borrower.
Priority for disbursements out of the Revenue Fund Account is
governed by the order of the succeeding Special Conditions.

Generally, the net revenues from pledged fees, tuition, or endow-
ment fund. income are best entered into the flow of funds by deposit
into the Bond and Interest Sinking Fund Account rather than through
the Revenue Fund Account. Ifowever, where fees such as student
union fees are directly related to a project and are substantially
required to provitle maintenance and operating expenses, debt service
costs, and reserves for debt service or repairs and replacements, such
fees may be regartled as project revenues and deposited into the
Revenue Fund Aecount.

Current Expense3

'With respect to the pledge of revenues of the project or of existing
facilities, it is desirable in most cases to require a pledge of net
revenues rather than of gross revenues. As a practical matter operating
and maintenance expenses have to be paid. In addition, the use of a
net revenue pledge permits more readily the establishment of a
Repair and Replacement Reserve Account, since the funds available
for such a reserve are clearly identifiable. Iruespective of the type
of pledge, however, it is essential that adequacy of debt service
coverage be determined on the basis of net revenues rather than on
the basis of gross reYenues.

Bond ond lnterest Sinking Fund Accounl

The Bontl and fnterest Sinking Fund. Account should be established
at the time the borrower deposits the accrued interest received upon
delivery of the bonds, or at such prior time as pledged revenues are
available for transfer from the Rcvenuc Funcl Account. Prior to the
establishment of the Bond and fnterest Sinking Fund Account, the
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boruower should be instructed to pay the interest, if any, on con-
struction financing out of the Construction Accourrt. Following estab-
lishment of the Bond. and. Interest Sinking Funtl Account, the bor-
rower should be instructed to pay the interest on construction financing
or upon the bonds, as the case may be, from moneys in the Bond
and fnterest Sinking Fund Account.

Such moneys may be rlerived from the following sources: (a)
accrued interest received from the sale of the bonds; (b) interest
chargeable as a project development cost for that portion of the
project still under construetion; and (c) pledged revenues. The
borrower shoulcl be required. to deposit all accrued interest received
from the sale of the bonds, rvhich sum will be credited against the
amount to be rleposited into the Sinking Fund Account 15 days
prior to the next interest payment date. If the project or any portion
thereof is still uncler construction following establishment of the Bond
and Interest Sinking Fund Account, the borrower should transfer from
the Construction Account and deposit into the Bond and fnterest
Sinking Fund. Account the interest for that portion of the project
still under eonstruction. This procedure should be followed for each
interest period during which the project is still under construction.

The dates of deposits into the Bond and Interest Sinking Funil
Account should be at least 15 days before the interest payment dates,
or more frequently if deemed necessary. These dates, in turn, shoulcl
be geared to the times of the year r.vhen the bomower is likely to have
obtained the bulk of its pledged revenues. An incitlental aspect of
this tlating arrangement is that by placing funds as soon as possible
into the Bond and fnterest Sinking Fund Account, the possibility of
third-party liens on such funds is eliminated, a likelihood to be espe-
cially avoided in most States.

To facilitate loan servicing, it has been found desirable to fix the
debt servicc reserve at twice the maximum annual debt service,
rather than to require a two year debt service reserve, which would
be a variable figure.

Deposits of Pledged Revenues

fn setting up the manner of deposits of pledged revenues into the
Bond and Interest Sinking Fund Account, allowance should be made
for two phases of the project. Phase One covers the period from the
date of the bonds until the date rvhen the ffrst bonds mature, usually
set at three years follo'wing the bond date, during whieh time the
borrower is expected to construct the project and develop reasonably
full utilization or occupancy of the project facilities. During this
development period the borrower is required only to pay the interest
on the bonds, and" the deposits into the Bond and fnterest Sinking
Fund Account should be geared accordingly. Phase Two covers the
period from the ffrst bond maturity through the date of the last
maturity, during which the borrower is required to pay the annual
installment of bond maturities plus interest on the outstanding bond.s.
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To accord fully to the borrorver the intended periotl of grace
inherent in setting the first bond maturity at three years after the
bond. date, accumulation of the requisite two-year debt service reserve
should not commence until one-half year prior to the first maturity.
The initial full deposit into the Bond and. Interest Sinking Fund'
Aecount, a sum equal to one-half of about 1.35 times the average
annual debt serviee, should be set at 15 days prior to the interest
payment date representing the d.ate 2-/2 years from the bond date.
With this deposit plus the next semi-annual deposit, the borrower will
have the sum necessary to pay the first bond maturity schedulecl at
3 years from the bond date. Prior to the initial fuII deposit, the
borrower will only be required to deposit semi-annually a sum sffi-
cient to meet the next interest payment, or the balance in the Revenue
Fund Account, whichever sum is larger.

During Phase Two the borrower should be requiretl to deposit semi-
annually into the Bond and fnterest Sinking Fund Account the full
required deposit by transfers from the Revenue Fund Account, other
pledged sources and its general funds, if necessary, and if provided
for in the loan security.

Where the borrower is a private institution, the special condition
should require deposits into the Sinking Fund Account "from its
general funds, if necessary," in addition to'(transfers from the Rev-
enue Funtl Account ancl from (other specified revenues), "
and the amount to be deposited semi-annually or more frequently, if
deemed neeessary, should be " the sum of at least $ .... .............. ..... " -Where

the borrower is a pubiic institution or agency and the pledged revenues
are to flow through a Revenue Fund Account, the amount to be
deposited into the Bond and fnterest Sinking Fund Account, should
be "the balance therein." Where the borrower is a public institu-
tion or agency and other funds are to be deposited into the Sinking
Fund Account in addition to the balance in the Revenue Fund
Account, the amount to be deposited into the Bond and fnterest
Sinking Fund Account, until the requisite debt service reserve is
accumulated, should be a fixed sum that is reasonable and within
the ability of the borrower to pay. In such instances the f.xed. sum
deposit should be an amount that is sufficiently less than the amount
estimated to be available for debt service payments to give some
latitucle to the borrower in order to minimize the possibility of
defaults. For example, where the estimated net revenues are 1.35
times the average annual debt service, the fixed sum deposit should
not exceed 1.25 times.

Repoir ond Replocement Reserve Accounl

The existence of a Repair and. Replacement Reserve, formerly called
a Building Maintenance and Equipment Reserve, for the project and,
where appropriate, for existing facilities, provides a greater assurance
of adequate maintenanee during the life of the loan. Although this
reserve is primarily designed to enable the borrower to observe sound
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accounting practice by making provision out of current revenues for
future major repair and replacement expenses whieh are properly
attributable to several years' operations, it also is a useful element
of security for the loan. The adequacy of this reserve is especially
important where the residual revenues discussed. below are permitted
to be used to secure loans for additional facilities, accelerated debt
retirement, or any other lawful purpose.

The finance analyst should determine annual repair and replace-
ment percentages most appropriate in consultation with the Engi-
neering Staff, considering the estimated life and physical character-
istics of the facilities, and should also consid.er the financial resources
of the borrower and the revenue estimates. On the basis of such
repair and replacement percentages the requisite deposits into the
Repair and Replacement Reserve Account should be established.

The standard. language for the special condition establishing the
Repair and Replacement Reserve Account is phrased in terms oft'or such portion thereof as is available for transfer," for the annual
deposit requirement. This language permits an orclerly build-up of
the reserve and does not impose a hardship on the borrower if reve-
nues fail to keep pace with eosts. A fixed sum annual deposit require-
ment conceivably could lead to technical defaults by public borrowers
and could require private institution borrowers to use their general
funds in the event net revenues prove to be insufficient to provide
the fixed sum. For the private institution borro'wer, CFA does not
want to insist that it retluce its current expenditures for general
or educational purposes to build up a reserve for future maintenance
expenditures. These observations should not, however, be construed
as minimizing the need for a reserve for repair and replacement.

Residuql Funds

Funds remaining in the Revenue Fund Aecount after provisions
are made for current expenses, Bond and fnterest Sinking Fund
payments, and the Reserve for Repair and Replaeement, may be used
for (1) accelerated debt retirement, (2) expenditures relating to the
borrower's housing or public facility system, or (3) any other lawful
purpose, as speciffed below. Disposition of such residual funds will
depend on the extent of the security pledged, evaluation of the
financial prospects of the loan, and., where appropriate, the wishes
of the bomower.

The timing of withdrawals of residual funds from the Revenue
Fund Account wiII depend on the program involved. and the judg-
ment of the analyst. For College Housing I-.loans, the wording should
normally be (at the close of) "eaeh fiscal half year"; for Public
Facility Loans, either "each ffscal year" or each ffscal half-year."

Where a loan is to be repaid solely from revenues derived. from
project operation, the residual funds in the Revenue Fund. Account
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will be used. for mandatory redemption, except in the following
situations:

(1) Where a need exists to help the borrower meet its growing
housing or public facility problems, the residual funds may be
made available for use in providing other housing or public
facilities.

(2) It the borrower makes a substantial contribution, 20 percent or
more, to the financing of the project, some of the excess net
revenues may be regarded as earnings on its investment. In
this case it may be appropriate to permit the residual funds also
to be used in part for any other lawful purpose.

(3) Similarly, if the project facilities replace a facility that yieltletl
a return to the borrower, which the bonower has been utilizing
for general purposes, it may be in order to permit the borrower
to retain a part of the residual funds for other lawfu} purposes.

However, even where the above conditions exist, if the analyst be-
Iieves that the condition of the borrower or of the loan require it, he
should recommend that the residual revenues be used only for man-
datory redemption.

Where a loan is to be repaid from non-project revenues in addition
to project revenues, all of which are deposited into a Revenue Fund
Account, the residual balance in such account should generally be
permitted to be used for d.iscretionary red"emption, provision of
similar facilities, or any other lawful purpose. Ilowever, if net project
revenues alone exceed 1.2 times the average annual debt service and,
in the judgment of the analyst, accelerated debt retirement is called. for,
provision wili be made for recovering a part of the excess revenues
attributable to the Government loan. fn this case the mandatory re-
demption provision will be limitetl by use of the phrase "not more than
$ . ..r" with the amount to be 10 percent of the average annual
debt service adjusted to the nearest $1,000.
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H(HIBIT A

The Borrorver covenants and agrees that as soon as any portion of
the Project becomes revenue-producing, all rentals, charges, income
and revenue arising from the operation or ownership of the Project
and ----..-.......-- shall be deposited to the credit of a special fund, to be
knoryn as the "Revenue Fund Account" and heltl in the custody of
the Treasurer of the Borrower, separate and apart from all other
funcls. Such Revenue Fuud Account shall be maintained, so long as
auy of the Bonds are outstanding, in a bank which is a member of
the Federal Deposit Insurance Corporatiou aud shall be expended and
used by the Treasurer only in the manner and order specified below.

current Expcnrer (where net revenues are pledged; if gross revenues
are pledged, delete the ffrst sentence and substitute:
Curent Expenses of the Project and. -.---.--.-.-.---.---,
after payment into the Bond and Interest Sinking
tr'und Account has been macle, shall be payable from
the Revenue Fnnd Aeconnt as they become due
and payable.)

Current Expenses of the Project and. ....,.---.-----. shall be payable, as a
first charge, from the Revenue Fund Account as the same become
due and payable. Current Expenses shall include aII necessary oper-
ating expenses, current maintenance charges, expenses of reasonable
upkeep and repairs, properly allocated share of charges for insuranee
and all other expenses ineident to the operation of the Project and
..-.-.-.-..-...-, but shall exclude depreeiation, all general administrative
expeuses of the Borrower and the payrnent into the " Repair and
Replaeernent Reserve" hereinafter provided for.
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EXHIBIT B

Sond ond lnlero3l Sinking Flrnd Accounl (lf grosr rev.nuer ore pledged, delete

:it*I"T,Y;J#::?, 
ror the pavmonr

for Privolc Borrowcrr

The Borrower shall establish with the Trustee to be designated in
the Indenture, and maintain so long as an). of the Bonds are out-
standing, a separate account or accounts (herein collectively calletl
the "Bond and fnterest Sinking Fund Account") into which shall
be deposited all accrued interest received from the sale of the Bonds,
which sum shall be creditecl against the amount to be deposited into
the Aecount on the next interest payment date. As soon as any por-
tion of the Project becornes revenue-producing, ancl after providing
for the payment of Current Expenses, the Borrower shall transfer
from the Revenue Funcl Account and deposit to the credit of the
Bond. and Interest Sinking Fund Account, on or before each I[arch 15
and September 15, the lalgcr of (a) the balanee therein, or (b) srrch
balance rvhich, together rvith the interest for the current iuterest
period chargeable as a project dcvelopment eost phrs revenues fronr
other pledged sources and the Borrorver's general funds, where so
provided, shall be sufiicient to pay the interest on the outstanding
Bonds as the same becomes due. Provided, hos,ever, tliat beginning

and thereafter the Borrower shall, after providing for the
payment of Current Expenses, transfer from the Revenue Funrl
Account, from -.-.-......-..-., and frorn its general funcls, if necessary,
and deposit to the credit of the Bontl and fnterest Sinking Fund
Account, on or before each March 15 and September 15, the sum of at
least $--..---.-.-.-.,- until the funds and./or investments therein are suffi-
cieut to rneet the interest on the outstanding lJoncls d.ue on the next
interest payment clatc aud one-half of the prineipal rlr.re withiu the
succeeding twelve months, plus a debt service reser\re in the sum of
$-.--..----..---- and, thereafter, on or before each l\{arch 15 and September
15, such sums fronr said sources as may be ueeessa,ry to meet the
interest on the Bonds due ou the next interest payment date, and
one-half of the principal due within the succeeding twelve months,
and maintain the rleht serviee res€rve in the sum of $.... ...... . .

For Publlc Borrowers (where oll lhc rcvenucr pledged 0ow through tho Revenue
Fund Accounl)

The Borrower shall establish with the depository to be designated
in the Bond Resolution, and maintain so long as any of the Bonds are
ouLstanding, a separate account or aceounts (herein eolleetively called
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EXHIBIT B (Poge 2)

the "Bond and hrterest Sinking Fund Accolutt") into which shall
be depositecl all accrued interest received from the sale of the Bonds,
which sum shall be credited against the amount to be deposited into
the Account on the next interest payment clate. As soon as any
portion of the Project becornes revenue-producing, and after pro-
viding for the payment of Current Expenses, the Borrower shall
transfer from the Revenue Fund Account and deposit to the eredit
of the Bond and lnterest Siriking Fund Aceount, on or before each
llarch lS and September 15, the larger of (a) the balance therein,
or (b) a sum which, together with. the interest for the curreut interest
period chargeable as a project development cost, shall be sufficient to
pay the interest on the outstanding Bonds as the same become due.
Provided, however, that beginning and thereafter the Bor-
rorver shall, after providing for the payment of Current Expenses,
transfer from the Revenue Fund Account and deposit to the credit
of the Bond and Interest Sinking Fund Account, on or before eaclr
March 15 and September 15, the balance therein until the funds
and/or investments therein are sufficient to meet the interest on the
outstanding Bonds due on the next interest payment date and one-
half of the principal due within the succeedirrg twelve rnonths, plus
a debt service reserve in the sum of $--.-.--.,..--.-., aurl, thereafter, on
or before each March 15 and September 1i-r, such sums from said
source as may be necessary to rneet the interest on the Bonds due
on the next interest payment date and one-ltalf of the principal
due rvithin the succeeding twelve months and maintain the debt
service reserve in the sum of $-.-..-".-.-..--..

For PuHlc Borrowerr g[:i, tjlT[r-ti:X*f."il.#" derlved ftom orher fundr

The Borrorver shall establish with the depository to be designated
in the Bond Resolution, and maintain so long es any of the Bonds
are outstanding, a separate account or accounts (herein collectively
called the "Bond and Interest Sinking Funcl Account") into whieh
shall be deposited all accrued interest received from the sale of the
Bonds, which sum 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 beeomes revenue-producing, and after providing
for the payment of Current Expenses, the Borrower shall transfer
from the Revenue Fund Account and deposit to the eredit of the
Bon<l and fnterest Sinking Funcl Aceount on or before each March 15
and September 15 the larger of (a) the balance therein, or (b) such
balance which, together with the interest for the current interest
periocl chargeable as a project development cost plus revenues from
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EXHIBIT B (Pqge 3)

other pledged sources, shall be sufficient to pay the iuterest on the
outstanding Bonds as the same becomes due. Provided, horvever, that
beginning and thereafter the Borrower shall, after provicling
for the payment of Current Expenses, transfer from the Revenue
Fund Account the balance therein and from such sum as
may be necessary, when added to the Revenue Fund. Account balance
so transfemed, to permit a deposit into the Bond and. Interest Sinking
Fund Account in the sum of $-----..-."-.---.. Such sum shall be deposited
to the cred.it of the Bond. and fnterest Sinking Fund. Account on or
before each March 15 and September 15, until the funds and,/or
iuvestments therein are suffrcient to meet the interest on the out-
standing Bonds due on the next interest payment date aud one-half
of the principal clue lvithin the succeeding twelve months, plus a debt
service reserve in the sum of $-.-------..-----. Thereafter, on or before each
March 15 and September 15 the Borrorver shall transfer from said
sources sueh sumJ as may be uecessary to meet the interest on the
Bonds due on the next interest payment date ancl one-half of the
principal due within the succeeding twelve months ancl maintaiu the
debt service reserve in the surn of $-.-.--...-.--....
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EXHIBIT C

Repair ond Replocemenl Roterve

As soon as the required reserve is accumulated iu the Bond, antl
Interest Sinking Fund., the Boruower slmll establish with the Trustee
(or other designatecl depository) a separate aceount called the "Repair
and Replacement Reserve Account" into which shall be deposited
from the Revenue Fund Acsount and frorn -.-.-...-..---.. on or before the
close of each fiscal year, (1) the sum of $-.--.-----.----- or sueh portion
thereof as is available for transfer annually for an equipment reserve
until the funds ancl/or investments in the equipment reserve por-
tion of the Aceorurt shall aggregate $...-..------...- and thereafter such,
sums, but not more than $-.-.-..-----..-. annually, as may be required to
restore ancl maiutain the balance of $-.-------------- and (2) the sum of
$-.-..-... -.. -. or such portion thereof as is available for transfer annually
for a repairs reserve. All moneys in the " Repair and Replacement
Reserve Account" may be drawn on and used by the Borrower for
the purpose of paying the cost of unusual or extraorclinary mainte-
nance or repairs, renewals and replaceutents, and the renovating or
replacement of the furniture and equipment not paid as part of
the ordinary and normal expense of Project operations. Ifo'lvever, in
the event the funds in the Bond and lnterest Sinking tr'und Account
should be reduced below the d.ebt service reserve of $--.--------.---., funds
on deposit in the Repair and Replacement Reserve Account shall be
transferred to the Bonrl arrd Interest Sinking Fund Account to the
extent required to eliminate the cleficiency in that Account.
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EXHIBIT D

Dlsporition of Reslduol Funds
tondotory ledemptlon

Subject to making the foregoing maximum deposits, the Borrot'er
shall use (not more than $...---. -.--...-) (the balance) of the excess funds
in the Revenue Fund Account at the close of each to redeem
outstanding Bonds on the next interest payment date, in inverse
numerical order and in amount of not less than $.. ... .-- . .1 par value
at one time.

Discrelionary Redemption ond Provision for Similor loclliries

Subject to making the foregoing maximum deposits, the Borro'rver
may use the balanee of excess funds in the Revenue Fuud Account
at the close of each to redeeru outstanding Bonds on the next
interest payment date, in inverse nttmerical order and in amounts
of not less than $.-----.-.-..-..-t par value at one time, or for an;' expencli-
tures, including the payment of debt service. in improving or restoring
any existing (h.ousing a.ncl clining) (ttu,blic) facilities or providing
any such adclitional facilities.

Discrelionory Redemption ond Other Specifed Purposes

Subject to making the foregoing maximum deposits, the Borrorver
ma5z q*" the balance of exeess funds in the Revenue Fund Aceount
at the close of eaeh -.-.---.-..-.--- (1) to red.eem outstantling Bonds on
the next interest payment date, in inverse numerical order antl in
amount of not less than $---.----.---.-.-1 par value at one tirne, or (2) for
any expeuditures, including the payment of debt service, in improving
or restoring any existing (housing ancl dining) (Tttcblic) facilities or
providing any sueh additional facilities or (3) for an1, other lau'ful
purpose.

I E6,000 for College llousing Program, $1,000 for Publlc Fecillty Loanr Progtan,
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Section 4. Consolidotions ond Additionql Bonds

An applicant may request that the proposed loan be consolidated
with previous loans made by the Government, or that provisions be
included in the Loan Agreement to authorize additional parity bonds.
Either request refleets a desire by the applicant to maximize the
security pledge afforded by the revenues of existing faeilities. A relatetl
question is the use of additional parity bontls to finance project com-
pletion. This Section covers the factors to be considered and the related
policies pertaining to loan consolidations and the use of additional
parity boncls.

CONSOTIDAIIONS AND RETUNDING

\Vhere au applicant already has one or more self-contained loans,
with HHFA holding the bonds, it may request that these loans be
consoliclated with the proposed loan. As the holder of the out-
standiug bonds, the Government cannot forego its favorable position
on these bonds unless it can be determined to be in the interest of the
Government to do so. This self-interest includes such consid.erations
as (a) broadening of the revenue base for the bonds either by expan-
sion or clarification of existing pledges, (b) avoiding second mort-
gages or complicated mortgage release provisions, (c) obtaining a
better control of pledged revenues through use of a Revenue Fund
Account rvhere none has been previously establishetl, (tl) obtaining
a Reserve for Repair and Replacement rvhere none has been pre-
viously established, and (e) simplifying the borrower's financial
reporting and bond documentation.

Refunding

Ordinarily a loan consolidation will result in t'rvo or more series
of bonds, one series to refund the outstantling bonds-more than one
series 'rvoulcl be needed if several outstanding bond issues were to
be refunded-and another series to finance the new project. The
refunding bonds must bear the same interest rate and have the same
maturity dates as the outstanding bonds which are to be refunded.
This requirement is necessitated by the close tie-in between the Agency's
borrowing from the Unitetl States Treasury and the loans made by
the Agency.

For a refunding issue, the following standard language for the
Special Condition shall be used to provide 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 amouat of the outstauding (name of
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Bond Series) for a like principal amount of Series A Bonds. Pay-
ment of accrued interest on the Bonds to be surrend.ered and the
Bonds to be delivered in exchange therefor shall be adjusted so
that no overlapping interest is paid, and any balance of aecrued
interest due on the Bontls so surrendered shall be paid 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. Aecount and 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
bonds that are to be refunded, or for the transfer of any other funds.

The Project Summary evidencing the approval of a consolidation
and refunding loan shall contain comments reflecting the purposes
and. benefits accruing to the Government, and the follo'rving 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. However, for purposes of the Loan Agree-
ment, Bontl Sale, Trust Indenture, Portfolio Management, Ship-
ment of Bonds, and related legal and financial matters, these
projects shall be regarded as one and identified as Project
No. ............................."

No general refunding of outstantling loans is contemplated or
encouraged. Since loans have been approved on the basis of rates,
charges, terms, and conditions satisfactory to both applicants and
the Government, consideration will be given to refunding on a longer
maturity basis only in those cases found necessary to avert a default
and at the same time maintain a reasonable level of rates and
charges or otherwise to be in the interest of the Govermnent in carry-
ing out program objectives.

Any proposal to extend the term of an outstanding loan shall be
referred to CFA for advice, along with the borrower's proposal and
the Regional Director's recommendation for approval or disapproval.

ISSUANCE OF ADDITIONAT PARITY BONDS

Generol Policy

'Where, in the course of review, it is determined that it might be
inexpedient for the applicant 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 atlditional bonds to
be secured by a parity lien on the revenues to be pletlgetl to secure the
bonds of the project under review. Conditions precedent to such an
open-end arrangement are that the applicant agrees to:
2 to/5/62
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(1) Establish a system of like and related facilities,
(2) Secure its bonds to be issued now and hereafter for the system

facilities by a pledge of facility revenues and, where appropri-
ate, by other specified revenues from identifiable sources,

(3) Subject the issuance of additional bonds for future system 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 cond.itions precedent are designed to guard against indis-
criminate over-issuauee of bonds by the borron'er and to protect pres-
ent and. future bondholders-rvhether the Government or private in-
vestors-against dilution of the security pledged to repay their invest-
ment. Such protection should encourage private investment in the
bonds thereafter issued by the borrower, and also improve the market-
ability of the bonds acquired by the Government.

The prerequisites to an open-encl auangement and the related special
couditions are set forth belorv.

Estoblishment of o System

In connection with the right to issue additional parity bonds, a bor-
rower should agree to establish a system, such as a housing and dining
system, a water-works system or a sewerage faeilities system, that rvill
include, where feasible, in acldition to the project, all like and related
facilities presently orvned and those thereafter acquired. by the bor-
rower. To protect the holder of bonds against possible loss of revenues
for the system due to competition from facilities owned by the bor-
rower but not part of the system, it is usually necessary to require
that all such faeilities be included in the system. For example, not-
withstanding the availability of parietal rules, the co-existence of sys-
tem dormitory facilities anal dormitory faci]ities owned by the bor-
rower and outside of the system can in some instances impair the
pledged system reYenues.

Similarly, where an applieant already has an open-entl system and
then seeks to finance individuai projects outside of the system, the
co-existence of an open-end system with individually financed projects
results in a competitive situation which could, ultimately lead to dilu-
tion of the protection afforded to the bondholders by the provisions
of the indenture establishing the system. Therefore, where an appii-
cant alreatly has a parity bond arrangement, the Regional Offiee should
not approve a loan rvhere the facility and related bonds are to be ex-
cluded from such system without prior approval of CFA.

'Where an applicant desires to initiate a system aruangement and has
existing facilities ffnanced by bonds with a first lien on the revenues of
such facilities, it should refund such bonds with equally ratable bonds
because a subordinate lien on the revenues of sueh facilities u'ould. be
at variance with the concept of parity bonds ratably payable from
the revenues of the system's facilities. Applicants with favorable in-
terest rates on outstantling indebtedness may find that theylvould fare
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better by financing each additional facility or a project-by-project
basis via self-contained financing. In the case of a small college, and
especially one just engaging in dorrnitory operation, it is doubtful
that it would be in its best interest to set up an open-end. financing
arrangement.

Pledge of Revenues

Issuance of parity bontls is dependent upon the availability of spe-
cif.c revenues'rvhich may be pledged for repayment of the bonds. By
and large the specific revenues available rvill be those arising from the
operation of the facilities constituting the systern. In some instances,
it may be necessary to augment facility revenues by a pledge of spe-
cific revenues from such identifiable sources as fees, endorvment fund
income (the corpus of such pledge rvould. have to be deposited. in an
Endowment Escrow Accouut), or regularly recurrent State grant as-
sistance, such as land grant income.

It shouicl be recognized that system or parity bonds relate primarily
to bonds secured by a pledge of specific revenues other than taxes. A
general obligation bond secured by a pledge of taxes, Iimited or un-
limited, is not amenable to the parity bonc[ concept since the issuance
of additional bonds would be limited by either the debt incurring power
or the taxing power of the borrower instead of being governed by an
earnings test. Similarly, a general obligation bond of a private ed.uca-
tional institution secured solely by a full faith anil credit pledge is not
amenable to the parity bontl eoncept because of the lack of any mean-
ingful measure of debt-paying ability for such type of pledge.

Prerequisites lo lssuonce of Additionol Bonds

Before a borrower with an open-end system can issue additional
ity bonds to finance an expansion of the system's facilities, it
be required to satisfy the following basie conditions:

(1) The additional facility rvill be made a part of the system and
its revenues will be pletlged as security for the additional parity
bonds and the outstanding bonds,

(2) The borrower is in full compliance rvith all covenants and under-
takings in connection with all of its system bonds now out-
standing,

(3) The net revenues of the existing facilities for the previous fiscal
year cover average annual debt service on the outstanding bonds
by a specified margin, and

(a) The estimated net revenues of the facilities to be constructetl
or acquired, plus the estimated revenues of the existing facili-
ties, will cover estimated average annual debt service on the
bonds to be issued plus the outstanding bonds by a specified
margin.
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The specified margin in (3) and (4) is referred to below as the earn-
ings test. Failure to provide for any of these basic conditions prece-
dent to the issuance of additional parity bonds rveakens the protection
to holders of outstanding bonds against over-issuance of additional
bontls.

Eornings Tesls

There are two earnings tests that should be ineorporated in each loan
where issuance of additional parity bonds is eontemplated. The first
requires that the actual net revenues of the existing system facilities
for the previous fiscal year cover average annual debt service on the
outstanding bontls by a specified margin. The seconcl requires that
the estimated net revenues of the facilities to be constructed or acquired
plus the estimated net revenues of the existing facilities cover the esti-
mated average annual debt service on the bonds to be issued plus the
outstanding bonds by a specified margin.

The first test relates to actual earnings experience and indicates
whether the borrower, on the basis of the previous fiscal year's actual
operations, is in a position to assume more indebtedness. Since it is
based. on actual earnings, it is more rigorous, and thereby affords
greater protection to bondholders, than the second test. The second
test is designed to assure that, after issuing the proposed bonds, the
borrower will continue to eover average annual debt service by a satis-
factory margin. The likelihood of such expectation materializing de-
pends upon the reasonableness of the estimated net revenues, which
accounts for the insistence that the estimates be made by qualified
individuals and be approved by responsible offrcials.

Definition of Nel Revenues

tr'or the earnings test for the outstanding bonds only, the annual net
revenues of the existing facilities of the system should be certifietl by
an independent publie aceountant. For the earnings test for the bonds
to be issued plus the outstanding bonds, it is also necessary to make
provision for an intlependent appraisal of revenues. Where the sys-
tem comprises water, sewerage, or gas distribution facilities, the reve-
nue estimates should be furnished by a recognized independent con-
sulting engineer and approvetl by the chief offieer and governing body
of the public agency. Where the use of consulting engineers for reve-
uue estimates is not a prevailing practice, as where the system com-
prises housing and elining facilities, the revenue estimates should be
made by the chief financial offieer of the borrower and approvetl by
its president and board of trustees. Where the revenues estimates are
to be matle by the borrower, the calculations should be pretlicated
upon an assumeal utilization rate of not more than 90 percent.

Eornings Testr Rotio

Where the applicant qualifies as "exceptionally financially strong",
an earnings test of net revenue coverage of average annual debt serv-
ice by at least 1.35 times should be required as a cond.ition precedent
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to the issuance of additional parity bonds. An "exceptionally finan-
cially strong" applicant would be limited to the large State universi-
ties, and to some of the largest private universities, the financial re-
sources of which are not subject to question. For applicants that do
not qualify as "exceptionally financially strong", an earnings test
of net revenue eoverage of debt service by 1.5 times should be obtained.
The foregoing earnings tests should. be used unless special circumstances
warrant establishment of a different ratio. Justification for the devia-
tion should be fully explained in the analyst's report.

Exception lo Eornings Test Requirement

Where a borrower evidences a planned schedule of construction of
system facilities, it may be possible to provide for the issuance of a
specified amount of additional parity bonds not subject to the historical
earnings test. The conditions necessary for such a provision are:

(1) The borrower has a planned schedule of eonstruction,
(2) The specified amount of additional parity bonds is otherwise

approvable under CFA policies, and
(3) The estimated revenues of the additional facility, when added

to the estimated revenues of the facilities already a part of the
system, cover estimated average annual debt service by a satis-
factory margin.

This special provision should be regardecl as a one-time proposition
to cover construetion already planned and sched.uled within the near
future. Standard language for this Special Condition is shown in
Exhibit B. All subsequent issues of parity bonds rvould be subject
to the earnings test.

It should be recognizetl that when a borrower und.ertakes a system
type arrangement, with provision for issuance of additional bonds to
handle the financing of future expansion of its facilities, the borrower
has accepted the underlying premise that it will not flnance adtlitional
faeilities until the facilities being constructed und.er the system are
in use. ff a borrorver is unwilling to accept this premise, it shoultl
not seek to establish a system type arangement. Instead, it should
be encouraged to finance its needs on a project-by-projeet basis, each
with self-contained flnancing.

Assurqnces of Pledged Revenues

To assure that pletlgetl revenues will be at'ailable in sufiicient sums
to cover current expenses, annual debt service, and the required re-
serves for the system's facilities, provision should be made for appro-
priate adjustments of the rate resolution.

A borrorver may fintl that some of its system facilities no longer
are adequately revenue-producing beeause of a fall-off of demand. or
because of rising operating costs. fn some instances a facility may
have become a loss operation, and produce uo net revenues, or be so
antiquated and dilapidated that it ean no longer adequately serve its
6 t0/5/52
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intended pur-poses. Under sueh eircumstances the borrower may rvish
to aband.on the facility. Provision should be made for the conditions
under which such facilities may be abandoned.

Orher Conditionr Reloting to Syrtem Finoncing

Where provision is to be made for issuanee of adclitional parity
bonds, it is also necessary to require the borrorver to coveuant to maki
appropriate adjustments in the amounts (a) to be deposited semi-an-
nually into the Bond and fnterest Sinking Fund Aceount to meet the
annual debt service requirements and establish an adequate debt serv-
iee reserve, and (b) to be deposited into the Repair and Replacement
Reserve Aceount. Since all the bonds are equally ratable, the bond
repayment date and interest payment dates for the additional bond
series shall be the same as for the outstanding bonds.

Appropriate ehanges shall also be rnade in the special eonditions
relating to the flow of funds-establishment of a Revenue Fund Ac-
eount, provision for Current Expenses, establishment of a Bond and
Interest Sinking Fund Aecount, establishment of a Repair and Replace-
ment Reserve Account, and provision for disposition of residual funds
in the Reveuue Fund Aceount-and in any standard Terms and Con-
ditions so that they refer to the system rather than to an individual
project.

Where a borrower has two or more series of bonds ratably secured
by the same revenues, and moneys become available to redeem bonds
in advance of scheduled maturity, either by virtue of a mandatory
redemption requirement or at the borrower's option, the borrower
should not be permitted to discriminate against any one series of bonds
in favor of another. Provision shall be mad.e to require that ealls
of 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 eaeh sueh series.

Srondord longuogc

Standardized language has been developed for the basic provisions
relating to the issuance of additional parity bonds, which are set forth
in Exhibits A and B. These special conditions represent the most
suitable language to accomplish the policies set forth above. The analyst
should ascertain whether the standard language is appropriate for the
case under review and shoukl employ it whenever possible. Where
necessary, the language should be modiffed to fit the particular circum-
stanees. Changes should be explained in the Financial Review Report,
Part 2.

Once an (EHFA) open-end system has been established, aII future
loans approved under the system shall be atltlitionally identified with
the project number under which the system was established. (See
"Approval," under Section 2-2-3.)
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FINANCING OF PROJECT COMPLEIION

The Terms and Conditions constituting part of each loan agreement
provide:

"Pogment of Costs-Ad,d,itional Fund,s.-The Borrower shall pay
all Project Costs and furnish from sources other than the proceeds of
the loan, and from sources and in a manner which will not jeopardize
the security of the Bonds, the additional funtls, if arry, which will be
sufficient to finance the total Project Costs."

In some cases, when there is an overrun in project costs, the borrower
may wish to obtain the funds by issuing additional parity bonds, to
be sold to purchasers other than the Government and to be secured
also by the revenues pledged to repay the bonds x'hich the Government
has offered to purchase.

If the cost overruu is to be financed. from non-Government sources
rvhich do not involve borrorving, or from an increase in the Govern-
ment loan, the Government has some assurance that the manner of
ffnancing the overrun will not jeoparriize the security of the bonds.
However, where the overrun is to be financed through the sale of parity
bonds to purchasers other than the Governmeut, there is a possibility
that such additional bonds may dilute the security for the bonds aI-
ready contracted for. On the other hand, as a practical rnatter, the
seeurity for these original boncls would be impaired if the project rvere
not completed.

Reflecting the foregoing considerations, the following represents
Ianguage for a Special Condition to be used when it is decided duriug
Ioan development to permit the borrorver to issue additional parity
bonds for the specific purpose of completing the project:

"The Borrower coveuants and agrees that in the event the cost of
construction or completion of the Project, as hereinbefore described,
shall exceed. the doilar amount of Bonds mentioned in the first
paragraph of this Agreemeut, it shall deposit into the Construction
Accouut 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 Bond.s, to purchasers other than the Government,
provided that it has obtained (a) the eonsent of the holders of at
least sixty-five percent in principal amount 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 will depend upon the eustomaly finaneial

review, with particular reference to the adequaey of debt serviee
coverage.
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EXHIBIT A

STANDARD TANGUAGE FOR SPECIAT CONDITIONS
OPEN.END PARITY BOND FINANCING

(1) The Borrower covenants and agrees to establish a (Waterworlts)
(Houstng ancl Dintng) System (hereinafter referred to as "Sys-
tem") to consist of (Name of eristing facilities, inclttding Project)
and any other Facilities or related
auxiliary facilities which may be added to the System at future
dates in accordance with the provisions hereinafter provided in
the Special Condition relating to Issuance of Additional Bonds.

(2) The Borrower shall have the right to add new (Waterworks)
(Housing and, Din'hg) facilities and related auxiliary facilities by
the issuance of one or more additional series of Bonds to be se-
cured by a parity lien on and ratably payable from the revenues
ancl any other security pledged to these Bonds, provided in each
instance, that:
(a) The facilitl'or facilities to be built from the proceeds of the

additional parity Bonds is or are made a part of the System
and its or their revenues are pledged as additional security
for the additional parity Boncls and the outstanding Bonds
(if the Borrower is a private corporation, add-"together with
a first mortgage on such facility or facilities and the sites or
sites thereof").

(b) The Borrower is in full compliance rvith all covenants and
undertakings in connection with all of its Bond.s then out-
stand.ing and payable from the revenues of the System or any
part thereof.

(c) The annual net revenues, defined as gross revenues less cur-
rent expenses of the System for the fiscal year next preceding
the issuance of additional parity Bonds, are certiffed. by an
independent public accountant, employed by the Borrower,
to have been equal to at least one and ---.---- hundredths
(1.---.-.--) times th.e average annual requirements for principal
and interest on all Bonds then outstanding and payable from
the revenues of the System.

(tl) The estimated net revenues of the facility or facilities to be
constructetl or acquired with the proceetls of sueh additional
Bonds (and any other funds pletlgetl as security), when added
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EXHIBIT A (Poge 2)

to the estimated futulc rret leverrues of the t.hen existing Sys-
tem shall equal at least one ancl -------- hundreclths (1.-.------)
times tlr.e ayeli]ge annual debt senice requilernents for prin-
cipal and interest on all outstancling lloncls payable from the
revenues of the Systern and on the additional Bonds to be
issued. The calculation of average annual clebt service re-
quirements for principal and interest on the additional Bonds
to be issued shall, regardless of rvhether such Bonds ale to be
serial or term Bcncls, be cleterminecl on the basis of the pr:inci-
pal of, and interest on, such Bonds being payable in approxi-
mately equal installments.

(For College Housing I:o&ns, &dd.:

" Calculation of future net revenues of the then existirrg Sys-
tem shall be basecl on actual net income for the fiscal year
next preceding the issuance of aclditional parity Bonds, as
acljusted, if necessarl,, to leflect the schedule of rates and
charges to become ellective in the succeeiling fiscal year, and
after giviug recognition to any anticipated changes in current
expenses of the System. Calculation of the estimated net
revenrles of the facility or facilities to be constructed or ac-
quirerl shall be predicated npon an assumed utilization rate
of not more than 90 percent. The computation of estimates
shall be made by the chief financial officer of the Rorrower and
approved by its President ancl its governing bocly.")

(For Public Facility Loans, acld:

"Future uet revenue estimates shall be furnished by a recog-
nized ind.ependent consulting engineer ancl approved by the
chief officer and governing body of the Borrorver.")

(3) The Bomower hereby covenants and agrees that in the event ad-
ditional series of parity Bonds are issued, it shall:
(a) Adjust the serni-annual deposits into the Bond anil Interest

Sinking tr'und Account on the same basis as that prescribed in
the Condition establishing such account to reflect the average
annual debt service on the aclclitional Bonds;

(b) Adjust the amount of the debt service reserve to a sum equal
to not less than twice the maximum annual debt service on
the Bonds then outstanding and such additional parity Bonds,
the additional debt service to be accumulatetl semi-annually
in the manner hereinbefore providetl;
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EXHIBIT A (poge 3)

(c) Adjust the maximum amount to be deposited annually into
the Repair and Replacement Reserve Account on th.e same
basis as that prescribed in the Condition establishing such
account, taking into account the future replacement cost of
the facilities and equipment to be constructed or acquired with
the proceeds of such additional Bonds; and.

(d) Make such additional Bonds payable as td principal on
... of each year in which principal falls due and

payable as to interest on ------.--...--....--...- and
each year.

of

(4) The Borrower covenants and agrees that, so long as any of the
Bonds are outstancling, it rvill not sell or otherlvise dispose of any
of the System facilities or any palt thereof, arrd, except as pro-
vided for in Special Condition -------. above, it will not cre-
ate or permit to be createcl any charge or lien on the levenues
thereof ranking equal or prior to tire charge or lien of these Boncls.
Notrvithstanding the foregoing, the Borrower may at any time per-
manently abandon the use of, or sell at fair market value, any of
its System facilities, providetl that:
(a) It is in full compliance u'ith all covenants ancl undertakings

in connection rvith all of its Bonds then outstanrling and pay-
able from the revenues of the System ancl the debt service re-
serve for such Bonds has been fully established;

(b) It will, in the eveut of sale, apply the proceeds to either (a)
redemption of outstanding Bonds in aeeordance with the pro-
.r,isions governing repayment of Boncls in advance of maturity,
or (b) replacement of the facility so disposed of by another
facility the revenues of lvhich shall be incorporated into the
System as hereinbefore providecl;

(c) It certifies, prior to any abandonment of use, that the facility
to be abandoned is no longer economically feasible of produc-
ing net revenues; and

(d) It certifies that the estimated net revenues of the remaining
System facilities for the then next succeeding fiscal year, plus
the estimated net revenues of the faeility, if any, to be added
to the System satisfy the earnings test hereinbefore providecl
in the Speeial Condition governing issuance of additional
Bonds.

(5) If in any subsequently issuetl series of Bonds secured by a parity
lien on the revenues of the System it is provided that excess reve-
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EXHIBIT | (Poge 4)

nues in the Revenue Fund Account shall be usecl to recleem Boncls
in advance of scheduled maturity or if the Borrower at its option
undertakes to redeern outstanding Bonds in advance of scheduled
maturity, it is agreed. and understood (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 original amount of each series of
Bonds outstanding at the time of such call) and (2) that calls of
Bonds for each series of Bonds rvill be in accorclance with the call
provision of the respective Bond series. Ilowever, the borrower
shall have the right to call, subject to the call provisious of the
respective Bond series, any or all outstandiug Bontls which may
be called. at par prior to calling any Bonds that are callable at a
premium.
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EXHIBIT B

SPECIAT SONDITION FOR ONE TIME ISSUANCE OF ADDITIONAT
PARITY BONDS

The Borrower may issue up to $ in additional Bonds in one or
more series to finance the cor.rstruction of to house ap-
proximately students provicled;

(1) The facility or facilities to be constructecl from the proceeds of the
additional parity bonds is or are made a part of the System and
its or their revenues are pledged as additional security for the ad-
ditional parity Bonds and the Boncis. (If Borrower is a private
corporation, add: "together r'vith a first mortgage ou such facilitl.
or facilities arrcl the site or sites thereof.")

(2) The Borrower is in full compliance u,ith all covenants and under-
takings in comection with all of its Bonds then outstanding, or
authorized to be issued, ancl payable from the revenues of the Sys-
tern ol any part thereof.

(:3) The estimated annual net rel'enues of the facility'or facilities to
be constructett with the proceetls of such additional Boncls when
added to the estimated annual net reventtes of facilities under con-
struction plus the estimatecl future annual net revenues of the then
existing S;,stem shall equal at least one and hundredths
(1..--.---) tirnes the average annual debt service requirements for
prineipal and interest on the Bonds payable from the revenues
of the System and on the adtlitional Bonds authorized or to be
issued. The computation of average annual debt service require-
ruents for prineipal and interest on the additional Bonds to be
issued shall, regard.less of whether such Bonds are to be serial or
term Bonds, be deterrnined on the basis of the principal of, and
interest on, such Bonds being payable in approximately equal in-
stallments. Computation of future net revenues of then existing
System shall be based on actual net income for the fiscal year next
preceding the issuance of additional parity Bonds, as adjustecl, if
necessary, to reflect the schedule of rates and charges to become
effective in the succeeding fiseal year, and after giving reeognition
to any anticipated ehanges in current expenses of the System. Com-
putation of the estimated net revenues of the facility or facilities
under construction or to be constructed or acquired shall be predi-
cated upon an assumed utilization rate of not more than 90 per-
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EXHIBIT B (Pose 2)

cent. The computation of estimates shall be made by -.--..-.---..--,-......-
of the Borrower and approved by its President and by its govern-
ing botly.
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Section 5. Other Finonciol Conditions

In some cases it is neeessary to incorporate in the Loan Agreement
certain additional special conditions to deal with particular problems
or to strengthen the protections afforded to the bond-holder. For ex-
ample, it is often desirable to detail the requirements of the rate resolu-
tion; to specify additional conditions preced.ent to disbursements of
loan funds; to provide for adoption of an annual budget of current
expenses; or to detail the understandings regarding a special revenue
pledge such as a pledge of endowment fund income. Many of these
special conditions are tailor-made to flt the individual circumstances
of the loan. Others, such as provision for fiIing of annual budget and
provision for establishment of an Endowment Fund Escrow Account,
have been standardized and are set forth below. The Agency's insurance
requirements are also outlined below.

Adoption of on Annuol Budget of Currenl Expenses

This condition is designed to help the borrower follow proper finan-
eial practice, an essential element in good management. As will be
noted, there are no severe restrictions imposed on the bomower in that
the borrower can spend more than it has budgeted for a current ex-
pense item upon written certification to the Trustee that such expendi-
tures are neccssary. Whether this requirement will promote finaneial
planning by the borrower or be regarded as a matter of mere routine
will, of course, vary from borrower to borrower. The adoption of an
annual budget will be required only when the financial analysis reveals
the lack of adequate financial management and budgetary controls.

Srondord longuoge

The Borrower covenants and agrees that on or before the first day
of each fisca1 year during which any of the Bonds are outstanding,
it shall file with the Trustee to be designated in the Indenture and.
the principal underrvriter a Budget of Current Expenses as herein-
after defined for the Project for that fiscal year. The Borrower cove-
nants that the Current Expenses incurred in any year will not exceed
the reasonable and necessary amount thereof and that it wiII not
expend any amount or incur any obligations for maintenance, repair
and operations in excess of the amounts providetl for Current Ex-
penses in the Annual Budget, except amounts payable from the "Re-
pair and Replacement Reserve Account" and except upon written
certification by the Borrower to the Trustee that such expenses were
unanticipated and are necessary. Nothing in this Section contained
shall limit the amount which the Borrower may expend for Current
Expenses in any year provided any amount expended therefor in
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excess of the Annual Budget shall be obtained by the Borrower from
some source other than the revenues of the Project and the Borrower
shall not make any reimbursement therefor from Project Revenues.

Pledge of Endowment lncome

fn cases where a proposed loan is to be secured, among other things,
by a pledge of end"owment fund income, the following is the standard
language for the Special Condition:

The Borrorver shall, prior to the Government's release of any loan
funds hereunder, deposit in an Endowment Fund Escrow Account
(hereinafter referred. to as "Escrow Account") established with the
Trustee to be designated in the Indenture, in trust for the benefit of
the holders of the Bonds, unrestricted and unencumbered direct ob-
ligations, of, or obligations the principal of and interest on which are
guaranteed by, the United States Government, or securities listed
on the New York Stoch Exchange, yielding an annual income of not
less than $.................. , basecl on dividend and interest payments for the
last twelve-month periotl, and shall maintain securities in said Escrow
Account to provide an aggregate income of not less than $.................. per
year. Except during any period of default in the Borrower's obli-
gations under the Inclenturc securing the Bonds, the Borrower shall
have the right (1) to substitute in the Escrow Account like securities
of equal marketability and monetary value; antl (2) to withdraw
securities from the Escrow Account so long as the total annual income
from the securities remaining is not less than $........... ........ per year, or
the maximum annual debt service on the outstanding Bonds during
the remaining life of the loan. At the close of each fiscal year, any
income remaining in the Escrorv Aceount, and not needed to make the
transfers to the Bond and lnterest Sinking Fund Account and to the
Repair and Replacement Reserve Account as required above, may be
used by the Borrower for any other la'wful purpose.

lnsuronce Requiremenls

There are set forth in the standard. Terms and Conditions for CFA
loan programs certain basic insurance requirements, to protect both
the Government and the borrower against certain types of losses during
the period of the loan. fn most cases these insurance requirements
will be sufficient, in that the borrower wiII have the financial means,
either in the form of insuranse or otherwise, to offset losses from insur-
able causes. In these cases there is no need to consider the matter of
insurance further.

In other cases, however, the loss from a particular oecurrence might
seriously impair the ability of the borrower to repay the loan. If, in
the judgment of the analyst, the occurrence of a particular type of risk
would seriously jeopardize the repayment of the loan, he should deter-
mine what additional insurance coverage seems warranted in light of
the financial eondition of the borrower and the nature of the risk, and.
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recommend in the Financial Review Report that such additional insur-
ance be required as a Special Condition of the I-.loan Agreement.

For loans involving gas distribution facilities and for any other loans
where deemed necessary, the following special condition should be
included in the Loan Agreement:

"Prior to the Government disbursing any portion of the loan pro-
ceetls, the Borrower shall present satisfactory evitlence that it can
procure the insurance required. on the completed. project, as set forth
in Section of the Terms and Conditions constituting part of
this Loan Agreement. "
It is emphasized that the financial soundness of a proposed loan must

be determined on the basis of the security and the financial condition
of the applicant. fnsurance cannot be substituted for these basie factors.
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CHAPTER 2. CONSTRUCTION FINANCING

Section l. . lnterim Conslruction Finoncing

GENERAI PO1ICY

It is the policy of CFA to encourage the borrower to provide interim
financing for project construction, until such time as the proceeds of the
bonds are available, by use of its own funds or by temporary financing
obtained from non-Government sources, rvhenever such financing can
be obtained legally and on reasonable terms.

This poliey permits a borrower to start construction at the earliest
possible date, and allows the bond sale to be heltl when the project is
nearing completion. Bonds frequently ffnd an appreciably better mar-
ket if offered for sale when a project is substantially complete than
if offered prior to the start of construction. This policy thereby im-
plements the Agency's general poliey of encouraging maximum pri-
vate participation in the permanent financing of Government-assisted
projects.

It should be noted. that interest costs during construction, regardless
of the source of construction funds, are eligible for inclusion in total
project cost. If the borower uses its own funds, interest will be per-
mitted at a rate comparable to that which such funds rvould normally
produce for the bomower, but not to exceed the maximum allo'wable
interest cost as speeiffed in this Section.

INTERIM CONSIRUCTION FINANCING PIAN

lnitiql Discussion with Borrower

At the first meeting with the borrower's representatives in the de-
velopment of the project, the Regional Office should acquaint the bor-
rower rvith the policy on interim construction financing, and advise the
borrower of the neeessity for developing a firm plan for obtaining such
financing. In the event that interim financing on the part of the bor-
rorver is forbidden by larv, this part of the procedure may be ignored.
and the construction financed by sale of the bonds or possibly by Gov-
ernment advances. However, "forbidden by law" means a positive
prohibition in the statutes-not merely an unwillingness on the part
of the borrorver to obtain such financing, nor the fact that such pro-
cedures have not been common in the past.
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Stotement of Finoncing Plcn

In the first discussion or correspond.ence following loan approval,
the Regional Office will advise the borrower to submit its proposed. ar-
rangements for interim construction financing. If a loan from private
sources is contemplated, the bomower should furnish a letter from the
prospective len<ler setting forth the interest rate and other terms and
conditions. If the borrower plans to use its own funds, it should fur-
nish details regarding the sources, amounts, and intended interest
eharge.

To help borrowers obtain loans from outside sources, a Statement of
Intent with, Eespect to a College Eou,sing Loon Agreement, Form
CFA-525, or a Statement of Intent with Respect to a Public Tacility
ftoan, I'orm CFA-725, will be forwarded with the Loan Agreement or
0ffer. The bomower is authorized to deposit the Statement of fntent,
together with a copy of the I-.roan Agreement, with any lending institu-
tion when applying for a temporary loan to finance construction of the
project. This statement by the Government is not, of course, an unquali-
fied pledge, sinee it is subject to compliance by the bomower with the
terms and contlitions of the Loan Agreement; however, it attests to the
manifest intent of the Government to see the project through to a satis-
factory conclusion.

lnobility ro Obtoin tnlerim Conslruction tinoncing from Privote Sources

Aside from the question of reasonable iuterest rates, discussed below,
a borrower may state that it is unable to obtain an interim loan from
private sources, and request a bond advance or purchase. Such a
statement must be justified in order to be acceptable to the Regional
Office. Normally, justification woulcl consist of copies of letters from
at least three financial institutions which make similar types of loaus,
clearly indicating that:

(1) The borrower has requested a loan.
(2) The details of the loan, and the Statement of Intent, were pre-

sented with the request.
(3) The institution has refused to make the loan.
'When inability to obtain private interim construction financing has

been demonstrated, it is the policy of CFA to make Government ad.-
vances in preference to early purchase of the bonds. Ilowever, in cases
where the law requires sale of the bonds prior to construction, the case
will be handled in that manner. In any event, it is the policy of CFA
to avoid partial purchases of bond issues rrhenever possible.

Allowoble Roles of lnlerest

Normally the interest rate for interim construction financing will
be considered acceptable if the interest cost does not exceed the eur-
rent market rate of interest for quality short-term investments, i.e., the
interest rate for prime commerical loans, 'lvhich is now 4t/2 pereent.
Regional Offices will be advised of any ehanges in this rate.
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This policy should not be construed to preclude any borrower from
continuing to utilize local banking relationships at a somewhat higher
interest rate, if the rate is eonsiclered acceptable to the borrower and
the Regional Office.

Regionol Ofiice Approval

Each proposed plan for interim construction financing must be re-
viewed and approved by the Regional Office prior to final action by the
borrower. The following conditions must exist before 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 submittetl to the
Regional Office.

(2) The proposed interest cost of interim construction financing must
be acceptable.

(3) The borrower must furnish satisfactory evidenee of the receipt
of firm bids showing that the project can be constructed within
the approved estimated. cost, and must also furnish evidence of
compliance with any other loan conditions which must be met
before funtls may be disbursed. See Section 27-2-3, Requisition
of Funds.

GOVERNII/IENT ADVANCES

Advances against the purchase of the bonds should be made only
u,hen the borrower has demonstrated its inability to obtain interim
construction finaneing elsewhere at an aceeptable rate of interest, or
when the borrower is legally forbidden to obtain such financing.

Advances must not exceed 75 percent of the approved loan. In
general, advances will be made in units of 25 percent, spaced. so as to
enable the borrower to pay incurretl costs as they come due.

Any advance is subject to the conditions precedent to disbursement
of funds as set forth in the Loan Agreement.

Procedures for the requisitioning and proeessing of advances are
given in Section 2l-2-3.

iAONTHTY REPORT ON INIERI'\A CONSIRUCIION FINANCING

Not later than the 10th day following the close of each month, the
Regional Office will submit to CFA a report on interim construction
financing approvetl during the month. The report will cover all cases
where private funds are used, including borrower's own funds, and
'lvill also cover Government ad.vances, but will not include bond pur-
chases. It will be submitted in duplicate on Form CFA-106, Monthly
Report on C onstru,ction Financing.
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Section 2. Aspects of Construction Finoncing

ESTABTISHMENT OF A CONSTRUCTION ACCOUNI

Under the standard Terms and Conditions of each I-roan Agreement
(Section 12 of Form CFA-520 and Section 9 of Form CFA-720), the
borrower is required to set up a Construction Account into which it
must deposit its participation, if any, in the project financing, the pro-
ceeds from any temporary loans, the proceeds from the sale of the
bonds (exccpt accrued interest payments) and, after the initial con-
tract awarrl, such additional funds as may prove to be necessary to
assurc the payment of all costs of the development of the project.

The Construction Account must be hcltl with a bank which is a mem-
ber of the Federal Deposit Insurance Corporation or, if legally required,
with the fiscal agency of the borrorver fixed by law.

At the time the fully-executed college housing Loan Agreement or
the public facility loan Offer is transmitted to the borrower, the Re-
gional Offiee should aclvise the borrowcr as follows:

(1) Funds in the Construction Account may be expended only for
such purposes, and rvithin the respective totals therefor, as are
listed in the latest approved Project Summary.

(2) Checks drawn against the Construction Account must be signed
and countersigned by representatives of the borrower author-
ized to do so.

(3) The borrower should keep at one place all bank statements, de-
posit slips, checks antl relatetl invoices relating to the Construc-
tion Account, in order to facilitate audit.

INVEST'\AENT OF FUNDS IN CONSTRUCTION ACCOUNT

When the funds on deposit in the Construction Account exceed the
estimated disbursements for the next three months, the borrower may
deposit such excess funds in time deposits in banks that are members
of the Federal Deposit fnsurance Corporation, or may invest such
funtls in direct obligations of, or obligations the principal and interest
of rvhich are guaranteed by, the llnited States, which wiII mature, or
l'hich are subject to redemption by the holder at the option of such
holtler, not later than 18 months after the date of such investment.
The earnings from any such deposits or investmeuts must be deposited
in the Construction Account by the borrorver.

The provisions of the above paragraph are contained in the respec-
tive standard. Terms and Conditions for l-roan Agreements, in Section 12
of Form CFA-520 and Section 9 of n'orm CFA-720.
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DIgPOSITION OF SURPTUS IUNDS IN CONSIRUCTION ACCOUNT

A CFA loan must not excced the cost of the project. Therefore, un-
less all the bonds are sold to private bidders, the Regional Offrce must
ascertain that any balance remaining in the Construction Account upon
completion of the project is clisposed of in accordance with the Loan
Agreement.

The detailetl procedures for closing out the Construction Account
are given in Chapter 22-1.

REVISIONS OF ESTIMATED TOTAI. PROJECT COSTS

After loan approval, in the event of a change in the project, or where
the prices and costs at the 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
estimate of construction cost. Where there is to be a revision of esti-
mated total project cost, the Regional Office will prepare Form CFA-
705, Reuiserl, Project Sum,m,ar11, to record the revised estimated total
project cost, the revised method of financing, ancl any change in loan
amount. Processing of the changes will follow the procedures in
Section 2-4 or 4-4. An Amendatory L.,oan Agreement will be prepared
only if there is a change in the loan amount.

'When an overrun or underrun of total project costs occurs, the
Regional Office will observe the following.

Finoncing of Proiect Overruns

No loqn lncreqse

If the total of construction contract bids exceeds the approved esti-
mate of construction cost and the borrower intends to finance the
overrrun from its own funds, the borrower should be requested to
furnish a written letter or statemerrt affirming its intention to finance
the overrun from its own funds. If such funds are to be borrowed, an
appropriate supplemental financial analysis should be prepared. Upon
receipt of the borrower's letter or statement, and after completion of
any supplemental financial analysis that may be necessary, the Regional
Office will, if it so determines, transmit a letter to the borrower con-
firming the unclerstanding that the borrower wiII furnish the additional
funds to finance the overun.

lnvolving Loon lncreqse

When an unanticipateil overrun occurs and the borrower has no
funds of its own to finance the overrun, an increase in the loan may be
approved. The rcquest for an increase will be reviewed in the same
manner as an original application, and approval granted. only if the
applicant's finansial condition ancl the project estimates so warrant.
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Finoncing of Proiect Underruns

No loan Decreqse

If the total amount of contract arvards is less than the approved
estimate of construction costs, and the I,roan Agreement proviiles for a
contingent participation, the Regional Of6ce may concur in the reduced.
construction cost amount. However, moneys returnable to the borrower
under the contingent participation special condition may be returned
to the borrower only after all costs of the project have been paid, unless
a waiver is issued pursuant to the authorization set forth in Section 22-1.

lnvolving o loon Decreose

If the total amount of approveal construction contract awards for
any project is 10 percent or more under the approved estimate of con-
struction eost, the Engineering Staff rvill prepare a revised estimate of
project costs to ascertain what Federal funds can be recovereal and
made available for reallotment to other projects.

The revised cost estimate should provide for a construction con-
tingency allowance of 5 percent of the construction contract amount
and the estimate for other items should be rechecked to ascertain that
the project wiII be completed within the funds provided. The revised
cost estimate should be discussed with the borrower and the Regional
Office report should clearly indicate the borrower's concurrence in the
revised method of financing and related proposed changes, if any, in
the provisions of the I-.ioan Agreement.

36/ts/61



CONSTRUGTION FINANCING FINANGE 2I-24

Section 3. Requisition of Funds

SUBMISSIONS BY BON,R,OWER

Each requisition for bond purchase or Governmeut ad.vanee will be
made on Form CFA-300, Requis'ttion and, Voucher for Bond, Purchase
or Ad,uance (Exhibit A), and supported by the following:

(1) Form CFA-301, Calcul,at'ion of Net Amount Due for Bond, Pur-
chase (Exhibit B).

(2) Form CFA-302, Borrower's Statement Regard,,ing Its Pinancinl,
C ond,itiott, (Exhibit C).

(3) Form CFA-303, Attorney's Certifi,cate Concerning Fund,s, Per-
mits, and, Litigati,on (Exhibit D).

(4) Form CFA-304, Depository Banh Acceptance and, Confirmation
Statement (Exhibit E), to be submitted with the first requisition
only. If by Iaw a d.epository other than a member bank of the
Fecleral Deposit Insurance Corporation must be used, an ex-
planatory certificate executed by an authorized officer of the bor-
rower should be substituted for Form Ctr'A-304.

(5) Form CFA-300A, Requisition for Gouernment Aduance (E,x-
hibit F), required only in connection with an adyanse.

(6) AIl d.ocuments, certifications, reports and other data required
in satisfaction of, or as evidence of satisfaction of, I-roan Agree-
ment conditions precedent to the disbursement of funds.

Form CFA-301 will be submitted in triplicate, the other forms listed
in original only. The Regional Offrce wiil retain the original of each
form and will send a copy of Form Ctr'A-301, after payment is made,
to the Field Engineer and to the Audit Division.

TNTEREST RATES ON OOVERNIE!{T ADYANCEg

The interest charged. ou Government advances against a loan will be
the same rate as that carried. by the bonds themselves. If the bonds
carry more than one interest rate, the following procedures wiII be
followed.

College Housing l,oonr
'When more than one interest rate is applicable to the bonds, the

advance will be first charged against the block of bonds carrying the
highest interest rate. If the advance, or subsequent atlvances, exceeds
the amount of the block of bonds carrying the highest interest rate,
the balance of the advance will be charged. against the block carrying
the next highest interest rate, and so on.
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Public Iocllity Loonr

Advances wiII first be made against any general obligation bonds to
be issued. If ad.vances in excess of the amount of such bond.s are
needed, the excess will be made against the other types of securities.
When increases in the loan have resulted in two or more interest rates
for the same type of bonds, ad.vances will be made first against those
bonds provided for in the original Loan Agreement. Subsequent ad.-
vances will be made against subsequent bonds in the sequence in which
the blocks of bonds were established by amendment to the I-:oan Agree-
ment.

PN,OGESSING OF REOUISIIIONS FOR IUNDS

The Assistant to the Regional Director is responsible for coordina-
ting Regional Office operations associated with disbursement of loan
funds. \Yhen a borrower indicates that it plans to requisition funds,
the Assistaut to tlie Regional Dilector will arrange for transmission
of the appropriate forms, rvith instructions regarding their completion.
It is usually advantageous for the Regional Office to fill in certain parts
of the forms prior to sending them to the borrower. Form CFA-301,
Calcu,lation of Net Amount Du,e for Boncl Purchc,se, should normally
be completecl in the Regional Offlce and the bomower requested to re-
vierv and sign if it concurs. If this is done, then the amounts shown
on the face of Fonn CFA-300, Requ,isition anil Vou,cher for Bond Pag-
,ment or Ad,uance, should also be filled in.

Upon receipt of the borrorver's submission, the Assistant to the Re-
gional Director will ascertain that all necessary documents have been
received, and will then route the clocuments to the technical staffs for
review ancl recommendations. The technical staffs will signify their
approvals by completion of the reverse side of Form CFA-300, Bequt-
sition anil Voucher f or Bond, Payment or Ad,uance.

Untler the terms and conditions of the Iroan Agreement, the bor-
rower has agreed to meet certain engineering, financial and legal pre-
requisites prior to any disbursement of loan funds by the Government.
Satisfaction of these prerequisites must be evidenced by, among other
things, the borrower's submission of the required forms, documents
and reports before or at the time of the requisition. These will be re-
viewed by the responsible Regional Office staffs.

Upon completion of revierv and approval by the technical staffs, the
Assistant to the Regional Director will sign the Form CFA-300 and for-
ward the documents to the Regional Director for approval. They will
then be forwarded to the Administrative Branch for eertification and
processing for payr6gn1.
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EXHIBIT A
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lhe &crued inteles!, if any), ir r.qEsled

sppenainirs thereto, lhc
uder such er€eEent for 6d in belalf of lhe Bonower.

A bond or bonds evider.ing lLe Boroeo,'s obliralion ii th. aEost of t 

-,riU 

be reldy lo: Cs
19- , b *corC.oce $ith ih. lsns oi said Loan A8r€oert.

oft}.eouilt.cci9edpus!anttothi3lequisition,thesu6ofs-rcPtsenlin8tbp.ii.lPal
ofthebo^dsPiubePlac.cinacc!st!6io!^ccou,tinthe-.nd

(C'Potit't,)
qill be used oily for said p.oject in a.cordaice sith the provisions of ianl Loa, Ag,e€6cnt 6rd th.sum, if aoy, ol S 

-

!€presenti4 the 6c6ued ider€sl on lhe bo'ds pill be deposited io the Bond ald loteG$
Sirling Fud lo b€ naidained witl lhe Trustee or other desisBld d.pository.

CERTIFIC^TE OF PURPOSE

Tbe Pl$eeds of lhe bords .overed by tlls ,eqdsition de lo b. €xperded for the .ost ireNs anrl sitHn rhc lespdivo Eaounts
tle,cfor aB lhoen beto*, slbject to such ch.rses ss oay l,e,edit.r b. alprov.d by rlc rlrchser:

Pr€linrinary.xp.rse
Latrd od riBhlof'way ..
Conslrucuot
Arch(€clur.l/ersi.erine *rvices... .. . ...
Legrl.nd adninistrolive expense .........
Ic:.res duritrg consliucri
Ilove$le eqriph.trt (Schools ind PIL otrly).
Go!.rrmen iaspcctro. .nd .dil.. . .. . .. ....
P,oj.d conins€r€y....

Tdd .pproved projecl cosl estin.t...

The check lor this paysed shaU b. d'.pn gayablc to lhe ordcr ot

Dde 19-
(stsdv..! ldbi..d Olli..t ol 8*.uot

t lt160



2t-2{ HNANCE CONSTRUCITON FINANCING

EXHIBIT [ (pose 2)

REQUISITICN AND VOUC1IER FOR BONO PAYT1ENT OR ADVANCE
Regio@l Office ReoBhendations and Aulhorization

I have .eeiewed and find satidaclory the contet deun€ds snd reIat€d repods and lecolds requtd of the Boroee! by the
requied Loan Agremeot. h 6y opinion the lroloeB has evidetrc€d that ths Poj.d c.n be constilctd siihin the .ppiovcd cstl
oated cost thcleol. I tlea(oE cco66.!d apploval ot the !.qdsitton.

Daie 9-
lLnt.lt L^8tn..nnE 5toil/

I have revi€wed the finaftia! statenents of the Bomwer ad an of the opinion that there has be€n no sdstantial advelse
change froh that }eretofore rcpresented to tle GovemEenl. The Borower has satisfadorily wid€ncd its abiliiy to provide as
apprcpriate (l) the Eoveable equipneot end funishinss required for the operation of the Prciet and (2) such funds as aio necee
sary wiih the l@n preeed3 to assue coepldiotr o{ the Plojel. I thercfore recoamead approval of the reqdsition.

Date- By
(c^nJ, rins^.. soll)

I certify that this Equisltiotr and tte documentily evld.nce reqdred under tfre sloesdd Loan Agreened }ave b€en examlned.

found satisfactoly, and flled h ths Eords ofthe HoEhS and HoE. Finance Agency. la hy opioion, the Borrcs.r has fulfirl.d aU

oaditons precedont to paying tho eoutrt rqdsltiooed, I the.eforo lecomnend Epprwal ol the requlsiaion,

Dato By

On th€ bosls ot the foregolq Evl*s aod reomoeodstions, I &6oEend aPproY6l of th6 requisiuoo ln tho
sm of S-

By
(A.tkt@t to ti. R.tio@l Dt .tot)

Reqdsitlor l! lio sm of $

BY
(R.tionol Di.cto.)

ACCOUNTING CLASSIFICATIOTI

o.o. sYreoL 0EscSlPTtoN

E 86 X 4058 Coll€ge Houslog LoaB, Office of ti. AdtrlstBtd,
HoBht sd Hom Fiaoc. Ag.ry . "'.. "'.........

O 86 X 4234 Pubuc Frcltlty Leas, Offie of tho AdoirHdot.
llouslry dd HoE. FbaE! Agcry ...,..,,..........

,...$

P.id by CleL No 

- 

dded
for $---, h f.vd of.

, 19 

-. 
o! th. TcaEr of tho Udted Stdei

Tlrle



CONSTRUCIION FINANCING FTNANCE 2t-2.3

EXHIBIT B

NqJSIXG r,lo NOIE PIilAilCE AGBCY
COI{IIIIMTY FIICILITIES ADIINETR,TTIoN

caIcuLlTt0t 0F tEI llr0unl 0uf

l.lotd n.qui.itl.!

Calcolotior of @Et ds to
)

t-

l:

Itir..t... .l l.lbrir.a 1.r........ tr.
.1,.......t

PriEipol. mEt oI boldr b.ing purchd..d

ldd: Icqwd iDter..t b.ing pucho..d,
Iro: 

- 

to-
ot-..'...,.......,.....l (tto 1., t..t.)

ldrll lc=tucd lot.rc.t b.ing pald oo
lc q&@o to-
d-X (tat t.r a..i.,

totd @@t dE Cd.tult ly borrorr
6 16 odr@

l,Lt @ut dD borrorr by Cnv.nrrt

Crota @1Et du borronr

Dql@t @6t dw Gor.hMt by borrorcr
for lo civ@er Ed. pulsu@t to
1.@ &remt:

Ptbcipal @6t oI Io@ odroo.

1t /13/63
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2I.23 FINANCE CONSIRUCIION FINANCING

EXHIBIT C

toB.rttot.,
hda.l hr..r Xo' at_llll

cft t
{r{r}

rouslxo liD lott Tlirlct lGElcl
@,q{,hIITY FACILITIES ADMINISTRATTSI

BORROIER'S STATEI'ENT REGABITING tTS. FINANCIAL CONDITTON

In cornacttotr rtth th. lcqulsttlon of
(c.t r.?.t. t... . t r..,....,

loan tunds purBualt to tha Loa!

lrlocloot cor.ltnt thc totlotlnl drtr (!u9!o!t.d b, ti!- (r..i..| t..t
rttach.d lrtr!t tlnrtrctal rtrtrt!nt!) luiilttzc! thG lthtnc!rl condltlo! ol

tD? Eorrorar.
rtT{ lttttcltlor trIEsI tl$lt wrt

!t- 19-
Bo lec. Sh.a t'

tot.l Allct!
rot.l Ll.bll!tl.r
SurDlu! (or d.tlctt)

Ctrtant ft .lt l^co.. & ErP.nAaatr.t
0rot! f,.c!tDt!
Grorr EiDardltural
llat Inco!! (or !ora)

tndot..it Fundr, r/ oar'
total Yilu.
f,at loaorc

Lost
Sbort-terr to.n! (und.r l r.lr)
!o!3-tr!r lolra, torttaSa! a boDdi

! hrrrb, ccrtlf, thrt t!tr. lt no d.l.ult ot rrtnclrrl or lnt.t!.t o! l!,

outrt.nd!rr tndlbt.dra.l ol (C..r..... f... .t a.,....tt

!rcaDt a! follora:

D.t. B,

Ittl.

lr.rrllc.U. ll !o!roY.r l. r h..lctP.l t.'.r6.rt.

tt / t3/63



CONSIRUCTION TINANCING FINAi{CE 2r-2-3

EXHIBIT D

.t^-3i)
(F.Cl

lousfic ND IorE FrXlXcE lcEllct
colloxnl f lctln[3 ADrutsa^tlox

ArtonNEY'3 CERilF|CATE CONCEnNTNG FUNoS,
PERMIIS, AHD LI?IoATION

Projd No 

-

R.l.tcd Rcqui3ilioil

No.

i^rt o7 tciiorti

I [de]y ccnify t]d t as tL. du.ly appoided rod diog Atto.ry ld thc Bodde. rnEd .bovG; that sll Gcasary
astheltdt@, paraits, tlccnsd, edlfjc.lls, sod otLr apprcvd! ol Fedarl, Slrte, couily, .nd nunlcipri ldhotitles
lor tha con$Mlon, .qdpm.d, op.ldiotr eod miil@aa d tha pFJd lddlrid obov. rnd delbcd ln tha agrc
md 6pD6ndninB lheEto bdw*n th. Bdrowa rod the Unilcd Std* o[ AD6ica hde ben obt.lned; that tbo Bdr*q
hs cooMMcd s codpl4.d p@eedi!8,s .pprpriste to obteh turd! shlcf, Ey bc ed l.vfully tc aay i[ full tlre c6t
of t6ld prord, tMladhg th6 acquisltion of Gcs$r, leods, a.*6cdE, fmrchi*s, .nd rl8:rl3-oc{vay neersry fot
the c@trdioo, opcrdion, eail eide@c of $id prord; tnd tbot e lili8alio! of sny raluc fu nd perCiig o.
rhtdatecd, aitld li Slda q F.deRl cMr, to relr.Ia or arjola ln aly ray !.id p6jet, lt3 coodructioo, lqsipesst,
@ldcoe6, opserio!, oa fla*lDg, or h sry Eamcr qustlonlog tla aqlcrity of ttre Borowlr to fiE&r. coairnet,
cquiP, Biilaio ind oFr.la el<l D(ojFt.

(trp. NcN ol ia6wt)

tt/13/63



2t-2-3 FINANCE CONSIRUCIION FINANCING

EXHIBII E

xoustxc Ano !tou, FtnAtcE Act:*cY
cotMtrxtTY FlctLtalEs AostnlsTiATlox

DEPOS ITORY SAII( ACCEPTATCE AIIO CONF I RI,IAT IOX
STAIEMEIiT

D'te 

--

No.

Relaled Requisltion:

Proiect

l. Wewtll.cceptlrontiBetotime,fo.depsit,honi€softheBoilowern.medabovefo.defmyin8thccostofthc
project idef,tified 3b6ve, .nd will at ell ii6.s keep such notries in a separote occount or accounts desianated

Ir. lyewisitoidviselhalnsofthedateoftheSletementtheBoilowern6oedabovehasdqosited

S 

- 

into the .bovc'named account or accounis.

This brok is a hehber ot the F€dcral frcposit If,sur.nce Corrcr.tion.

co.potot. N06. oJ Eonk

borroear'6 pedicipllion i. thc arojd in Eccordaft! with the tcrns of the Loan Aglech.nt.

oiltt ol Bilh|'a

CERTIFICATE OF BORROWER

This is to cciiay th.t o(th. anouil shortr sbovc rcptcacils thc

tt /13/53



CONSIRUCTION FTNANCING FINANCE 2I.2€

EXHIBIT F

6!it
( lo:0)

COTTUNIIY PACILITIES IDItfl t6TNA?IOlI

lEoulSlTt0x t0R 00IERll[EttT loYAicE iro.

To provld. fuDdr for th. proi.ct ld.otItI.d by th. obov. ploroct hulb.r dtd
dcrcribcd ia thr u9r.€D.nt b.ti.rn thr Borsorrr crd the Untd.d Stot.t ol Aro.lcs
dpportdirlng thorrto, th. anount of rith cpproprlot. odju.t-
n.n!. {or 6ccru.d intor..t, if ory). k roqu.ltod und.r .uch cgr.oErnt for 6nd it
brholf of th. rorror.r. Th. Dorror.r ir unobl! t6 obtain lnt.rl, tinanctDg frot
non-Govarni.nt .ourc6r bcccuto

It .lr u!.d.!rtood thdt bondr ardlnlt rh!.h thl. odvoDc. Ir t6 b.6ddo rtll b.
rcodyford.lIv.t7onorb.for.-.suchbond.o99.69qt!ngI!
cBou4t 3 a[oll b, nub.r.d 

- 

t hrcugh 

-_-
cEiltFtcllE 0t l0vAxcE l0lili3T !0irs

(frr..r t.int....l
do horrby c.rtl(I thdtr (.1 I cr tl.

pr.c.!t licubrot of thr Offlcr of th. Dorrrr.r ldrntl.Ilcd lI !hr tltIo.rt ,o!th
uldar Dt rlgDotrre; (b) I ar drly authoal.ad. Ln nu€h c.pocLty, to orsut. tlil!
c.rtlflcct. for cDd ID bohall of .al.d Borrorrr; (o) tho sdvquoo h.l.In roqul.a-
tlcard lr nocer.srI llE.diatcl,? to prov!C. ,rrdi fe! rlld pror.et; (d) .c.li cd.
voDca l. rcqul.Itlor.d by th. rorror.r uadcr old !r cccordoncc rlth thc prorl.
alo!. ol rald Loo! Agrr.n.rti i.) duo !o cirou66tdnc.. beyood tha cortrol af tha
Borrorar th. obl,!.gqt106. d.rcribod dbo"r connot bo d.l,lv€r.d to th. Uolt.d g!ct..
of Aratlcd os or b.ror. tho Eolirg of lho 6droDc. h.r.io requl.ltlodod; (() th.
Borror.r cckaorl.dga. dnd sgr.ar thct tt. DokIrg ct cnt odycDc. rDdo! thl. ncqll-
rltlo!.hqll lot In coy rdy rr.ult i! !n, raLrra o{ cnl ol lbr rlq}t., porars ar
prlvLlagro of tha Ublt.d Stotor 6I ADolico und.r lsld Loo. Ag(.ro.s! or c[y Lar;
(9) thr odvanco h.ralD r.qul.Itiolod hcr sot b..D llcludod or oov.r.d, l! rh.I.
or Ia pcr!, l! alt otL.r cl6.i.D qpprov.d ot pald b, th. Ualtad St{t.. ol f,oarlcci
oad (h) qtl coldltloa. proc.d.r! to tb.Eollng oI rald:draaca hpot.d upoD adld
Bcrroror u!d.r .ald Loo! A{r..t.!t harc boon fulIIlIrd snd p.rforr.d.

(t1iai;;-;a a;;n@li ,

TItl.r 

--

1t / t3/63
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CHAPTER 3. BOND ISSUE PROCEDURES

Section I. Preliminory Actions

Upon execution of the l:oan 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 borrower should be advised that "bond counsel" means either a
law firm or individual lawyer, other than the borrower's regular counsel,
thoroughly experienced in the financing of construetion projects by the
issuance of bonds, and whose approving opinions have a marketability
factor by reasou 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
experienced in the municipal bond field. Where the borrower is a private
institution, it will be sufficient if the proposed bond counsel is experi-
enced in the issuance of private corporate bonds.

The proposed trustee must be a banking corporation organized and
doing business under the laws of the United States or the State in which
the borrower is situated, and be authorized under such laws to exercise
eorporate trust powers. It must have a combined capital and surplus of
at least $1,000,000 and. must be subject to supervision or examination
by Federal or State authority.

The borrower 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, New York. However, a New York paying
agent wiII not be mandatory on loans of less than $100,000 or where
State law does not permit. Paying agents and depository banks must be
banhing corporations organized and doing business under the lalvs of
the United States or the State in which the borrower is situated, and.
must be a member of the Federal Deposit fnsurance Corporation.

Following approval of the proposed bond. counsel, as specified below,
the Legal Division will advise bond counsel of HHFA's requirements
and procedures, including bond specifications, conformity rvith Loan
Agreement, use of single bond if applicable, and use of the standard
indenture if applicable. Three copies ot Inf ormation f or Bonil Counsel,
Parts 1 and2, Form CFA-311, will be enclosed. ff use of the standard
indenture is applicable, five copies each of Forms CFA-308, 309 antl 310
will also be enclosed. A copy of the letter to bond" counsel, two copies of
Information for Bond Cou,nsel, and two copies each of Forms CFA-308,
309 and 310 if applicable,'wiII be sent to the borrower.

The I-,egal Division is responsible for the Regional Office operations
with respect to bond proceedings. On matters relating solely to bontl

8/12/5s I
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2I.3.I TINANCE BOND ISSUE PROCEDURES

ploceedings the Legal Division may contact the borrower and its bond
counsel directly, but the Assistant to the Regional Director should be
advised of each contact by copies of letters or otherwise. Copies of
correspondence between the Legal Division and bond counsel normally
rvill be furnished to the borrower, but the Legal Division may make
exceptions when it deems such action advisable.

APPROVAT OF BOND COUNSET

The letter to the borrower approving bond counsel should be signed
by the Regional Director I however, the Regional Director will not
approve any bond couusel not aceeptable to the Regional Counsel.

Where the borrower wishes to use a bond counsel who has previously
rendered opinions in connection with HHFA programs, and with whom
the Agency has had satisfactory experience, the Regional Office may
approve the bond counsel rvithout further review.

If a borrower proposes a bond. counsel to whom a warning of dis-
approval rvas pliven beeause of unsatisfactory performance on a previous
case (see Section 2l-3-2), the Regional Counsel will review the matter
to determine rvhether there are grounds for believing that bond coun-
sel's performanee would improve to a point warranting re-approval.
Unless it appears reasonable to anticipate such improvement, the matter
will be referred to the Chief Counsel, CFA, who will advise the Regional
Counsel and Regional Director on the withholding of the approval.

If the borrorver lyishes to use a bond counsel with whom HHFA has
had no previous experience, the proposed bond counsel must furnish a
letter outlining the experience of the firm or individual in connection
rvith the issuance of bonds, and containing a list of the issues on which
the counsel has issued approving opinions, with the names of the pur-
chasers and the amounts thereof. This information will be submitted
to the Chicf Counsel, CFA, with the recommendation of the Regional
Office for approval or disapproval.

If the proposed bond counsel has not previously issued approving
opinions in connection with any bond. issues, the borrower should usually
be requested to select another bond counsel. However, if upon review
it appears to the Regional Office that the extent and d.uration of the
experience of the proposed bond counsel in the financing of public or
private eonstruction projects rvould justify approval, the Regional Office
shoultl submit its recommendation to the Chief Counsel, CFA, for de-
cision. The recommendation should be accompanied by letters from
investment dealers, banks, and insurance companies to the effect that
they rvould accept counsel's approving opinion on bond issues.

APPROVAT OF IRUSIEE, PAYING AGENTS, AND DEPOSIIORY BANKS

The Regional Director should determine that the proposed. trustee
is authorized to act as a trustee and is cumently performing sueh func-
tions. Trustee fees ancl charges are subject to approval by the Regional

2 8/12/55



BOND ISSUE PROCEDURES FINANCE 2I.3-I

Of6ce, upon a d.etermination 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 York paying
agent has been named when required, and that proposed arrange-
ments provide for the use of any paying agents or custodians required.
by law.

38/12/6s



BOND ISSUE PROCEDURES HNANCE 2r-3.2

Section 2. Bond Tronscript Proceedings

BOND IRANSCR]PI DOCUTAENT5

Preparation of the bond transcript documents is the responsibility
of the borrower acting in concert with its bond counsel. Ordinarily the
bond transcript will includ.e, but is not necessarily limitetl to, the follow-
ing documents:

(1) Complete Charter or Articles of fncorporation of the borrower,
certiffed by the appropriate public offieial.

(2) Complete copy of the borrower's by-laws, certified by the Secre-
tary of the borrower.

(3) General fneumbency Certificate showing the membership of the
borrower's governiug body during the period rvhen bond pro-
ceedings were taken and the current membership, the names of
all such members, the dates of the beginning and ending of their
terms of office; and similtrr information respecting the curreut
officers of the borrower.

(tl) Certified exeerpts from the minutes of all meetings of the bor-
rower's governing body at which aetion was taken in connection
with the authorization and issuance of the bonds. These ex-
cerpts should indieate the date and time of the rneeting; whether
it was a regular meeting properly called, or a special mpeting
with proper notice and aceeptance; the names of the members
present and absent; and the actual vote on all matters pertain-
ing to the authorization and issuance of the bonds.

(5) Certified copies of documents evidencing that the borrower has
complied fully rvith all the statutor.y requirements incident to
the calling and holding of a favorable bond election, if such an
election is necessary in connection .with bond issuance.

(6) Certified copies of the resolutions or ordinances acted upon at
such meetings, covering the type of actions included in (4) and
(5) above, such as the boud. authorizing resolution or ordinance,
and the parietal rule and rate resolution if applicable.

(7) Certified copy of the form of trust indenture, as approved by
the borrower's governing body.

(8) Fully executed copy of the trust indenture, as r.ecorded.

(9) Affidavit of publication of Notice of Sale.

(10) Abstract or certificate of title, or title insurance. In the ease of
public borrowers, a title opinion by a local attorney whose title
opinions are generally aeceptable by local lending institutions.
Title evidence must be brought down to closing date.

(11) Certified survey map.

a/s/co I



2I.3.2 FINANCE BOND ISSUE PROCEDURES

(12) Certificate of the architect or engineer that project facilities are
wholly within the boundaries of the project site as described in
the title evidence.

(13) Specimen boncl, including appurtenant coupons, if any.
(14) Attorney's no-litigation certificate.
(15) The eustomary closing documents, ineluding:

(a) Signature and no-litigation certificate, which should also
include a statement covering any change, or absenee of a
change, in the Charter and By-laws since the date of the
prior certification.

(b) Financial certificate shorving no aclverse change in the
borrorver's financial condition since approval of the loan.

(c) Certificate of delivery and payment.
(d) Signature certificate with respect to the officer of the

Trustee who authenticated the bonds.
(e) Receipt for bonds.
(f) Evidence of tr'ederal Doctrmentary Tax Stamps purchase

and caneellation.
(g) Registratiou (lertificate, if registerecl ltond is to be de-

livered.
(h) Evidence of destruetion of matured coupons, or legend on

registered bond.
(16) Final approving opinion of bond counsel.

The final approving opinion must include a provision that the
bonds ancl the boud transcript documents comply with the
provisions of the Loan Agreement between the borrower and the
Government.

REVIEW OF BOND IRANSCRIPT DOCUMENTS

The Regional Office rvill levielv preliminary draft bond transcript
documents only when the Rcgional Counsel determines that such action
is necessary beeause of:

(1) Bond counsel's inexperieuce rvith the type of bond being issued,
or with CFA's requirements, or

(2) Prior unsatisfactorl, experience rvitli bond counsel not sufficient
to justify, requesting tl.re borrower to select another.

fn certain other instances, the complexitl, of the bond issue may re-
quire that the Legal Branch consult rvith the bond eounsel on those
aspects of bond preparation rvhich present special problems.l

When it is detelmined that bond transcript documents are to be re-
viewed in prelirninary draft, bond counsel will be instructed to submit
the documents in draft fornl, in duplicate, for Regional Office r:eview
and approval. After revierv and approval by the Legal Branch, with
any uecessary clianges, the documents rvill be routed to the Finance
Staff for clearance and return. One eop.1, of each draft document,
bearing the changes made by the Legal Braneh and the Finance Staff,

1 frntit further instrtrctions are received, Regioual Offiee reviery of boltl trauscript rloc1-
urents undcr the PFL Prograur rrill be corrtin[ed.
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BOND ]S5UE PROCEDURES FINANCE 2I-3-2

will be retulued to the bond counsel. The other 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 ad.vertisement by the borrower, the
Regional Office shail obtain from the bomower advance copies of final
drafts of the trust indenture or bond. resolution, the rate resolution,
parietal rules resolution and any otlrer financially significant documents
such as a lease'lvhere the loan is to be secured by a lease rental arrange-
ment. These documents shall be reviewed by the Finanee Branch to as-
certain whether they are in accord. with the approved Loan Agreemeut.
Where legal questions arise, the advice of the Legal Division shall be
obtained. The Regional Office shall advise the borrower of any provi-
sions that are not in accord with the approved. Loan Agreement.

Somple Bond

As a part of the d.raft transcript documents, bond eounsel will be
expected to submit a sample bond, together with the proposed text for
the bond, and eoupons if applicable. The sample bond must conform to
the minimum bond specifications as shown in Information for Bonil,
Counsel, Part 1, and must be accompanietl by a letter from the bond
printer or engraver stating that the sample bond conforms to such
minimum specifications and eertifyiug that the bond or bonds to be pre-
pared for purchase rvill be the same as the sample bond. The sample
bond may be the cancelled or specimen bonil of another issue. The pro-
posed text, to be submitteal with the sample bond., must conform to the
terms and conditions of the loan agreement, be consistent with the
language of the trust indenture, bond resolution, or ordinance, 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 proceed to draw up the documents
in final form.

The Regional Office should make every effort to secure aeceptance and
use of the standard trust indenture by private borrowers under the
College Ifousing Program.

Unsotisfoctory Perfornonce by Bond Counrel

In any instance where the Regional Counsel concludes that the
unsatisfactory performance of a bond counsel warrants the withhold-
ing of approval of that counsel on future eases, a warning should be
sent to the bond counsel intlicating that re-approval will be withheltl
unless substantial improvement is shown.

Submission of Finol Bond franscript Docunenls

Boud counsel shall be instructed to submit two sets of final bond tran-
script documeuts, including drafts of the closing documents, to the
Regional Office at least five working days before the scheduled bond
elosing date. If the draft transeript has been revies,ed by the Regional
7/A/54 3
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Office, the final transcript shall be examined to insure that the correc-
tions made 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
includ.ed, but is to rely on the approving opinion of bond counsel.

The Regional Counsel shall then complete e.ither Statement of Re-
gional Counsel, Form CFA-312 (Exhibit A), based upon his revierv of
the final approving opinion of bond counsel, or a legal opinion, such as
shown in Exhibit B, if the draft transcript documents have been
revierved by the Regional Office.

SUBI!,IISSION IO CFA

A complete set of fnal bond transcript documents, appropriately
bound and indexed, together with a copy of Form CFA-312, or the
Regional Counsel's opinion, shall be forwarded to CFA n'ithin 60 days
after the loan closing.

,IAINIMUIIA BOND SPECIFICAIIONS

Minimum requirements for coupon bonds or single bond to be sub-
mitted by the borrower are detailed in Information for Bond, Counsel,
Form CFA-311, Part 1. If the borrower desires a higher degree of
protection against counterfeiting, forgery, or alteration, additional
precautions may be taken.

Specimen Bonds

The bomower is required to submit two copies of a specimerr bond
with the bond transcript, plus an extra specimen bond for eaeh issue.
This extra speeimen bond shall be forwardetl by the Regional Office,
after loan closing, to the Fecleral Reserve Bank of Richmond for each
issue to be held by the local Fetleral R'eserve Bank or Braneh.

Single Bond

To effect savings with 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 denomination. 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 and notations to reflect the respective interest rates and
bond. maturities.

If prior to the printing of the single bond. there is a clear indication
of a project development cost underrun and the Government loan is to
be reduced, arrangements should be made to have the bond reflect the
redueed 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.
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rvill be returued to the bond counsel. The other draft copy, similarly
marked, shall be placed in the temporary bond transeript foltler.

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 Office shall obtain from the borrower ad.vance copies of final
drafts of the trust indenture or bond resolution, 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 tr'inance Branch to as-
certain whether they are in accord with the approved I-,roan Agreement,'Where legal questions arise, the advice of the Legal Division shall be
obtaiued. The Regional Office shall advise the borrower of any provi-
sions that are not in aeeord with the approved Loan Agreement.

Somple Bond

As a part of the draft trauscript 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 bond specifications as shown in Information for Bonil,
Counsel, Part 1, and must be accompanietl by a letter from the bond
printer or engraver stating that the sample bond conforms to such
minimum specifications and certifying that the boud or bonds to be pre-
pared for purchase will be the same as the sample bontl. The sample
bond. may be the cancelled or specimen bond of another issue. The pro-
posed text, to be submitted with the sample bond, must conform to the
terms and conditions of the loan agreement, be consistent with the
language of the trust indenture, bond resolution, or ordinance, 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 proceed to draw up the documents
in final form.

The Regional Office should make every effort to secure acceptance and
use of the standard trust indenture by private borrowers under the
CoIIege Housing Program.

Un3otiafqclory Performonce by Bond Counrel

In any instance where the Regional Counsel coucludes that the
unsatisfactory performance of a bond counsel warrants the withhold-
ing of approval of that counsel on future eases, a warning should be
sent to the bond counsel indieating that re-approval will be withheltl
unless substantial improvement is shown.

Submirion of Finol Bond fronxrlpt Documents

Bond counsel shall be instructed to submit two sets of final bond tran-
script doeuments, including drafts of the closing documents, to the
Regional Office at least five working days before the scheduled bond
closing date. If the draft transeript has been revie.rvettr by the Regional
7/8/U 3
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Office, the final transcript shall be examined to insure that the correc-
tions made by the I,legal Division or the Finance Brauch have been
included. Otherwise, the Regional Office is not to review the transcript
d.ocuments 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 either Statement of Ra-
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 transcript documents have been
reviewed by the Regional Office.

SUBMISSION IO CTA

A complete set of finai bond transcript documents, appropriately
bound and ind.exed, together with a eopy of Form CFA-312, or the
Regional Counsel's opinion, shall be forwarded to CFA rvithin 60 tlays
after the loan closing.

,I/iINIIIAUM BOND SPECIFICATIONS

Minimum requirements for coupon bonds or single bond to be sub-
mitted by the borrower are detailecl in Information for Bond, Counsel,
Form CFA-311, Part 1. If the borrower desires a higher degree of
protection against counterfeiting, forgery, or alteration, additional
precautions may be taken.

Spccimen Bonds

The borrower is required to submit two copies of a specimen bond
with the bond transcript, plus an extra specimen bond for each issue.
This extra specimen bond shall be forwarded by the Regional Offiee,
after loan closing, to the Federal Reserve Bank of Richmond for eaeh
issue to be held by the local Federal Reserve Bank or Branch.

Single Bond

To effect savings with 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 deuomination. If a single bond is to be used for a loan involving
two rates of interest, only one bond shall be issued, with appropriate
modffication and notations to refleet the respective interest rates and
bond maturities.

If prior to the printing of the single bond there is a clear indication
of a project development cost undenun and the Government Ioan is to
be reduced, arrangements should be made to have the bond reflect the
reduced amount of the loan by including a recital to that efect; that is,
that the bond represents so much of a larger total authorized issue.
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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

The bonds must be executed in accordance rvith the applicable laws
of the State in which the borrower is located, and by the officers who
are required by law or properly designated to execute the bonds.

56/ts/6t
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EXHIBIT B

SAMPTE OPINION OF REGIONAT COUNSET ON PROPOSED

BOND ISSUE AND BOND TRANSCRIPT

(tl@ or Bora$r)
(Ipcatloq)
(PrcJect No. )

I bave eEaltred tbe tEnscrlpt of preeetllDg8 of Whlteacre College,
a prl,Ete rcnprcflt educatloBl ltrstltutloa of blgher LeaniDg, orBe-
lzed. Eder the laE of the State of IodL@, relatlDg to tbe euthorl.A-
tloa @aL ls6wce of lt6 OeoeBL Obltgatlou DoEitory Boods of 1959 1[
the aggregete @out of $Lrooorooo, the CoBstltutloo Bil eppllcable
lsus af loal.@ re]8tlbg to qoaprcllt corfEEtloE, aod the ertlclee of
e6s@1at1oo sod the by-lav6'of 6Eh coryoBtloq.

Bsseal oo tbe above-@otlored eruIatloE aad ths dato coqtalEeA 10
tbe attacbed boad. truscrlpt, I I of the opltrloE tbat Eelal bond6 cotr-
stltute legal, El1d ead blodlDg geqeBl obll8Btloos of Ubltscre
College @d tbat Bld. boEds coEply yLth the prc1d6looa tlErefor coq-
taIred. lE the Ipe Agre@ot betree! such CoILege end thlo Aaetrcy datetl
e6 of Jue 1, .L959. SaLd CoIIege bss flfea 10 support of the tros-
crlpt of boud ploceeAlDga, IegaL oplaloos by l{r. Johr B. Snith, Attorey-
at-Iav, lJhr.teacre, Iudlu, coEcerolDg tbe tltle tp the prcJect Elte end
e AbetEct of TItIe coverLDg sala lrolErty, Bead uIDtr sald opiolou,
the Abstract of Tltle eal tbe ladeotw of Trust betreetr Uhlt€cre
CoILege ed the C€ry N&tloBl BeDk, dated as of October 1, 1919, I @
of tbe ollnloq tbat the eforeBld, boods se also secued, 10 IErt, by
a flr8t @rtgage oo the prcJect aod it8 s1te, etc,

Regloul coueel

Attechaot

l.{ay 1, 1960
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Section 3. Bond Advertisemenl qnd Government Bid

ADVERTISETIENT 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 advertised by at
least one insertion in a financial newspaper of uational circulatiou, sqch
as The Bond Buger. However, if the total bonds to be issued for a
project are less than $100,000, the Regional Office may waive the re-
quirement for advertisement in a national publieation provided that
the borrower will ad.vertise the bonds in a publication that actually has
State-wide circulation.

In the case of loan consolidation, and consequent refunding of loans
already held by HHFA, the refunding bonds of public institutions
also sha1l be advertised for sale.

To minimize the cost of the required. advertisement, it need not be
larger than one-half column of the two-column advertising page of
The Bond Buyer, or equivalent.

The notiee of sale shall contain the salient facts concerning the bond
issue, as specified in Inf ormation for Bond, Counsel, Part 2. The date
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 borrower is also required to prepare an Official Notice of Sale,
and a Statemeut of Essential Facts, as detailed in. lnf ormation for Bonil,
Counsel, Part 2, to be furnished upon request to any prospective bicltler.

The Regional Office shall instruct the borrower to furnish four copies
of the bond advertisement at least 15 days prior to first publication of
the advertisement. For borrowers under the Public Facility l:oans
Program and for public institution borrowers under the College
Housing Program, where the loan amount is $250,000 or more, the
Regional Office shall instruct the borrower to furnish also four copies
of the Official Notice of Sale and Statement of Esseutial Facts.

Not later than three weeks prior to the date of sale, the Regional Office
shall submit to CFA in duplicate Form CFA-307, Notice of Intention to
Bubrnit Bonil, Bid, (Exhibit A).

SUBII,IISSION OF GOVERNMENT BID

Following receipt of the notice of sale and related documents, the
Lregal 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 borrower is to advise the Regioual Office of the
result of the bitl opening.

RATING OF BONDS

As a means of improving the marketability of public ageney or public
institution bonds, particularly the blocks of earlier maturities, the
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Community Facilities Administration has arranged with the major
municipal bond rating orgauizations to have them rate certain bond
issues developed under the CFA loan programs. To accommodate the
iuformation 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 Official Notice
of Sale detailing the material summarizetl in the bond advertisement;
(b) the Statement of Essential Facts; antl (c) certain summary data
derived from the project summary.

Accordingly, for borrowers under the Public Facility I-.roans Pro-
gram and for public institution borrowers under the College Housing
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 shall be transmittetl by the Regional Office to CFA at the time
Form CFA-307 is submitted. One copy of eaeh 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 Agency's objective of encouraging greater
private participation, CFA has agreed to serve as the trausmittal agent
for these materials. It is intendetl that eventually the information will
be sent by borrowers directly to the bond rating organizations.

The Regional Office should 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 objeetions to the transmittal of this data for rating
shall be submitted by the borrower in writing and supported by sub-
stantial reasons therefor. The Regional Office shall advise CFA of the
borrower's objections and supporting reasons ancl shall provide its
recommendations with respect thereto when forwartling the material.
If CFA concurs in the objection, no transmittal will be made to the
rating services.

DEIERMINING TOWESI PRIVAIE BIDDER

It is the policy of the Community tr'acilities Administration, subject
to the blocks of bonds requirement, to maximize private participation in
bond issues, subject to purehase by the Housing and Home Finance
Agency. Aecordingly, borrowers under the CFA Ioan programs shall
be required to accord preference for bids for an entire bond issue over
bids for individual or combined blocks, and to accord preference to bids
for eombined blocks of bonds over bids for individual blocks.

In calculating net interest cost of the respective non-Government bids,
the borrower shall be required to exclude the bid submitted by the
Ilousing and Home Finance Agency. fn effect, the HHFA bicl will
apply only to those bonds of an issue for whieh bids are not received
by the borrower from other purchasers on the terms stipulated in the
notice of sale.
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EXHIBIT A
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EXI.IIBIT B

BOND ISSUE PROCEDURES
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EXHIBIT B (Poge 2)
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tbi8 offlce.

Eoustng and EoEe t'lmuce Agency
ComDlty FacllLtl.e6 AdEl.nlEtEtlotr

F--

.Regio@I Dlrector of Co@uDLty
tracilltleg

To: negioEl Offlce
EousiDg anA Eo@ FlBDce Agency hoJect No.

ltle folldLDg bldE oD the loDds above @ltioled. rse recelvetl aDd boDdE
rere aElaleil as fo1].d6:

Anount Rate of l,b,trltLes of, tlet fnt.
lbEe of Bidde! $OOO Intdest Preeluo Sopds AErdeil Cost

Itste
!y:-

6/2/55



BOND ISSUE PROCEDURES FINANCE 2T-34

Section 4. loon Closing Procedures

IJpon award 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 borrower may request the Regional Office to accept
delivery of the bonds and make payment. However, no loan closing
will occur within 15 days prior to any interest payment date of the
bonds in order to accommotlate operations of the Federal Reserve Bank
of Richmontl. The Regional Office will advise the borrower if the date
suggested is acceptable or will suggest an alternate date. Efforts should
be made to schedule a loan closing as soon as possible after the most
recent interest payment date in order to reduce the amount of accrued
interest to be purchased at the time of closing.

The Regional Office will request the borrower (a) to prepare the
bonds or single bond as the case may be, prior to the time of delivery
but, if feasible in those instances where definitive coupon bonds are
being issued, to withhold signature by one official so that the bonds will
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 before the scheduled closing date, and (c) to submit, at the
time it delivers the bonds or bond, if not already submitted, aRequisi-
tion for Bond Purchase or Aduance, Form CFA-300, together with
supporting documents. (See Section 2l-2-3.)

REVIEW OF BONDS

Upon delivery of the bonds, representatives of the Legal Branch and
the Finance Staff wiII examine them for printing defects, signatures
and seals, date of bonds, and maturing dates and interest coupons for
coupon bonds. If issuerl by private corporations, the bonds or the in-
denture should bear evidence of Federal Documentary Tax Stamps, the
cost of which can be considered. a part of project cost.

The Regional Office shouid 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 IO CFA AND FEDERA] RESERVE BANK

When coupon bond.s are being purchased, the Regional Office will
ad.vise CFA, not later than 15 days prior to the scheduled date of loan
closing, of the approximate date when the bonds wiII be taken up, and
the Federal Reserve Bank or Branch to which they will be delivered.
CFA will advise the Federal Reserve Bank of Richmond in ad.vance of
delivery. The Federal Reserve Bank of Richmond will, in turn, re-
quest the Federal Reserve Bank or Branch concerned to accept delivery
5/15/51 I
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of the bonds and as appropriate to either hold them in custody or for-
ward them to the Federal Reserve Bank of Richmond.

LOAN CTOSING-COUPON BONDS

Unless arrangements have been made for a mail closing, appropriate
members of the Regional Office staff wiII meet with representatives of
the borrower, and its bond counsel and trustee if feasible, at a mutually
convenient location, normally either the Regional Office or the local
Federal Reserve Bank. AII documents should be fully executed at this
point by those authorized. to do so. The bonds will then be delivered
to the local Federal Reserve Bank and a receipt obtained, and the
Government's check deliveretl to the representative of the borrower
and a receipt obtained.

Subsequent bonds of an issue already heltl in part by the Federal
Reserye Bank of Richmond will be forwarded to that bank by the loeal
Federal Reserve Bank. All other coupon bond issues will be held by the
local Federal Reserve Bank as Custodian-Agent for the Federal Re-
serve Bank of Richmond.

At the time of loan closing, the Regional Office will forward to the
Federal Reserve Bank of Richmond a specimen bond of each issue
which wiII be heltl by the local Federal Reserve Bank.

I.OAN CTOSING_SINGTE BOND

Ordinarily loan closings for single bonds wiII be handled by mail.
'When this is not feasible, the loan closing will be held in the Regional
Office. Upon receipt of the siugle registered bond, and its acceptance
by the Regional Office, the bond wiII be transmitted via registered'mail,
return receipt requested to the:

Federal Reserve Bank of Richmond

Riehmond, Virginia
Attention: Mr. John G. Deitrick

Assistant Vice President

Since the bond is not negotiable by delivery alone, insurance is not
required. A copy of the Certiffcate of Delivery and Payment should be
included to indicate the amount and dates 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 the
interest payment date immediately preceding the loan closing date.
fn 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 period
from the bond date to the interest payment date immediately preceding
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the loan closing date. Appropriate evidenee of such end.orsement shall
be furnished the borrower.

Decreosa in Amounl of Bonds Purchosed

If after the printing of the single bond, but prior to loan closing,
there is a clear indication 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 accrued. interest and shall arrange for
a simultaneous refund by the borrower in a sum equal to the amount of
the installments of principal to be retired, plus aecrued interest thereon,
through application of the funds representing the indicated. cost under-
run. As of the date of the refund, the Regional Office shall issue Form
CFA-105, Reuised, Project Summarg, to approve and, record the reduc-
tion. The Ioan reduction normally will be made by decreasing 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 reduction.

At the loan closing, the Regional Director shall cause an endorsemeut
to be made on the bond. payment record to reflect payment of the amount
of the installment so paid and shall send notiee of such action to the
Trustee, the FRB, and CFA.

COTTECIION AGR.EEMENT

AII payments of principal and interest on bond issues, whether held
by the Federal Reserve Bank of Riehmond or any other Federal Re-
serve Bank, shall be made to the Federal Reserve Bank of Richmond. as
Fiscai Agent for the Ilousing and Ifome Finance Agency.

The Federal Reserve Bank of Richmond has devised a standard
method for collection of interest and principal payments and return
of the eanceled 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 doeuments to be signed at the time of the
bond 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 pointed out to the bonower 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 bond.s 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
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make payment to the Federal Reserve Bank of Richmond, Fiscal Agent
for the Housing and llome Finance Agency, following receipt of bill-
ings. Upon receipt of payment the Fed.eral 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 bond, 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 forwardetl to CFA.

RESPONSIBIT]IIES OF BORROWER AND TRUSTEE UNDER INDENTURE

At the time of loan closing the B,egional 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 specifietl in Part 23.

The Trustee, or paying agent, should be advised 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.

I,IONIHIY REPORI OF BOND AWARDS MADE

The College Housing and Public Facilities Operations Branches shall
prepare a monthly listing of bond awards on Form CFA-321, Bond
Award,s Bubject to HEFA Loan Com,mitment (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.
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BOND ISSUE PROCEDURES FINANCE 2I.34

EXHIBIT A

COUTCIION ACNEEMEIIT

FedrEL R€Berye EaDlr of Hchoual
Blcbooit, Ylralola

CeBtIc@o:

It lt ou uDderstioallDg tbat you bave beeE deElguted a8
Custodle aoA tr16cal ASent tor $ 

" IE val,ue
(tt@ of Boud.E) Boude ofu,

ublcb boaila se belDg sol.! to the HouElD€ ed llor Fl@ce Ageocy
ot the PeaeEI C6vereut.

You e requeEteal, vbeuever eay of tlre bonal6 or coulDos EtEe6,
la6teed ot EeodLug th8 tor collectloo to the lByllg ogest @il 1n
tbe bonde, to bold tbese boods ald coulpos ead 6end fo@l Dot1ce of
the appruchlng @tuity ud 8@ut due to tbe uderslgoeit.

I! t8yEot of tbese boods eal coulDos ee yIIL place Io yor
haoits par fuale, ude avellable to uE by tbe Borrqer, vhicb vlU bc
aEllable to lDu aa caah oE or before tbe Etulty ot the bood or
calpu, Aqy check vhlcb ue By seotl to you @y be pre6enteal or for.
Erileil at ou rlsk uder the ex16ti!€ check coLlectloq regu.btiadE ol
the FeateraL Resepe BaDks. UheB the
please forud, tbe ceceLleal coupon8

by Tn6t€e) ,

fuDds se avaj.labl,e tp you,
aod bonds to (T9 be flu.eq lL

It 16 uEderstpod that thls plso ot collectlon 1s to reulo lu
eftect Eo loog es aer ot tbe ald boBd.s or coupotrs ale belil by the
PedeBl R.sene DBah of Richonit a8 Flscaf Agent ea Cuat€d1u
tb€!eol.

SlEqercly yN6,

IAUSTXE.PAYINC AOBIT FON
(Ne ol

(N@ of BoDd6) !o!d! of
19_
(Ne ol BaDI( or frust Colqary)
8y

Titlc

Tltl&

(xase of Bormr)

*to 

-



2I.34 FINANCE BOND ISSUE PROCEDURES

EXHIBIT B

SANAPLE LEITER TO IRUSIEE OR
PAYING AGENT, COLIEGE HOUSING BONDS

@
HOUSING AND HOME FINANCE AGENCY

ot?tct ot tBE RIGIOIAL ADUIlllstllloR
R.sion x

no6 106, Po.t OIfic.8{ildir.
sr Losi.10. rr..ou.i

Date

Re: !!etore! ColIeBe DorEltory Boad6, Serles of 1960
Prlaclpsl Arcut $365,000

CentleDen:

The Cover@ent has receotly prcbaed (the eotlre 155ue of the
above bodds) (the follovfog @tuitles of the above bood6) (the above
bonal) ebich desl8@te you as lrust€e (or PeyloA A€eot).

You m notified that tbe Cpvemeot hereby B1ve6, so lon€ aE
(eqy of the boods) (the bood) Mltr to lts pos6esslon, ttp ooo-
cellable prcvlsloos, publication of ootlce, aod !redile foa call that
qJr be app.Llcgble thereto. SubJect tp a sdnlM redeEDtloo of $lrOOO
at aqy ore t1@, bonds @y be redeeBed (prioclpel trBlteat6 10 hu1tl.
pte6 of $t,OoO By be Bde oo the booa) 1o tover6e aEerlc6l(chroqolog-
lcal) o!de! on the f1r6t day of aqy Eoqth, prcvlded. this offlce 18
advletl at lea8t 20 days prlor to prcposed date of redeEptlon.

RetteBptloa of the6e bodd.6 ls (prelaydeuts of princtpal ln6tell-
eots m) to be effecteat 10 the 6ee @ruer aE that cooteErplated for
the pe}@eot of regularly Etqlng prioclpaL aod lnterest eost6,

Slocerely yous,

RegloBl Director of C@liy
Fecllltles ActlvltleE

Tlrl@



BOND ISSUE PROCEDURES FINANCE 21.3.4

EXHIBII C

SAMPTE TETTER IO TRUSIEE OR PAYING
AGENT, PUBTIC FAC]IIIY TOANS BONDS

@
HOUSING AND HOME TINANCE AGENCY

otrlcr o, lHE nEGtoxAL ADutillsTiAl0n

A.6ior X

noo.206. Polt o(Ir.! Eurldrn.
S.. Lour.10. ilr..ourr

Date

Re:

Oeotl@eo:

The Cpveruedt bas receotly prcbaseal tbe entlre igsue of the
Eubject boods, vhl,ch d,esl.g@te you as elther PayinS ASent or Ttustee.

You se @tlfieal that the Gover@at hereby Elvea, so Iong a9
aqy of these bood,6 re@la la lts pos6essloE, the ood-ca1l8b1e pro-
vi6loas, publicatlon of ootlce ed preEl@ for caLl that Ey be
eppli.cable thereto. SubJect t a n1a1ou of $1,000 at aoy otre t1@,
bood.s 10 er\y @ut @y be retleeoeal 10 ltrverse Euelical ortler oo
the flrst day of my rcnth, !rcvlded thls offlce ls advlsed at Ieast
20 days prlo! to prqposed date of redeEptioo.

Red,e.rptioa of these boad,s ls to be effected i.a the see @oner
es that cooteuelated for the paJrent of regu].arly Etuiog interest
and prlocltrDl eouts.

Slocerely you9,

Regio@l Director of ComMity
Faclllties Activltles

7 lrl50



BOND ISSUE PROCEDURES FINANCE 2I-3-4

EXHIBIT D
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PROJECT COt PtEflON 22-t

CHAPTER I. CO'VIPTETION PROCEDURES

This ehapter prescribes procedures for the completion and closeout of
non-Federal construction projects.l Completion procedures when all of
the bontls are sold to private investors are given in Chapter 22-2.

FTNAI INSPECTION OF PROJECI

Final inspection refers to the joint formal inspection of the completed
project by representatives of the owner, architect/engineer, egntraetor,
and Regional Office, not to the last periodic visit by the Fieltl Engineer
or to any subsequent inspection to check on completion of punch-list
items.

'When the Field Engineer finds that the projeet is substantially
complete, he shall request the owner, architeet/engineer, and contractor
to arrange a final inspection as soon as feasible. Normally, the Fieltl
Engineer will be the Regional Office representative at the final
inspection.

Final inspections typically disclose minor matters requiring action by
contractors similar to the problems the owner will have to handle during
the life of the project in the course of maintenance and repair. Accord-
ingly, eompletion of action on such items should be left to the owner
and its architect/engineer, unless for some other reason it will be
necessary to conduet another inspeetion. The Fieltl Engineer shall
determine whether to require another inspection, or to obtain a state-
ment by the owner acknowledging completion of action.

The Field Engineer shall also, in a letter to the owner: (1) atlvise
that action to complete or correct punch-list items will be the owner's
responsibility; and. (2) request that the owner advise him of completion
of action by the contraetor. Where necessary, the letter shall advise that
another inspection must be made. In each case, the letter shall state
that the work should be completetl within a specified number of days
and that the audit of the projeet will be scheduled accordingly.

The results of the inspection shall be reported immediately on Form
CFA-200, Periodic Inspection Raport, as follows:

(1) If no subsequent inspection is needed, Form CFA-200 shall
include:
(a) Date the final inspection was made.

(b) Date the projeet was substantially complete.

(c) Date use of the project began or will begin.
(tl) Other data of signifi.cance, including any reasons for which

the Field Engineer recommends that a project audit should
uot yet be requestetl.

(e) A copy of the Field Engineer's letter to the applicant.
1 Completion

Section 6-2"3.
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22.1 PROJECT COiAPTEIION COIIiPTETION PROCEDURES

(2) It such an inspection discloses matters requiring correction or
eompletion by the contractor(s) which are so substantive as to
require a subsequent inspection (see below), the Fieltl Engineer
shall report this fact on Form CFA-200.

'Wheu the Fieltl Engineer ascertains, upon ad.vice by the owner or by
a subsequent inspection, that the construetion work has been satis-
factorily completed and all outstanding construction matters resolved,l
he shall immediately prepare Form CFA-250, Field, Engineer's ?inal
Beport (Exhibit A), in duplicate as follows:

(1) Provide a brief description of the project facilities as completed,
noting any d.ifferences between the projeet d.escription on the
latest revised project summary and including type of construc-
tion, number and type of occupants or users provided.

(2) Self-explanatory.
(3) (a), (b), (d), and (e) are self-explanatory.

(c) Use Dofa--.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 projeet.

(4) -(14) Self-explanatory.
(15) Comments on items listed and any other matter requiring

explanation or attention.
If the Field Engineer accepts the owner's written adviee that the

puneh-list was satisfaetorily completecl, a copy of the owner's letter shall
be attaehed to Form CFA-250.

If a separate final inspection is made of each unit of a project, Form
CFA-200, Pariod,ic Inspection Beport, shall be used to document the
inspection of eaeh unit of a projeet, and Form CFA-250 shall be
prepared at the time of the inspection of the last unit.

The Field Engineer shall obtain the following documents, as appliea-
ble, and attach them to Form CFA-250:

(1) Form CFA-225, Project Equ,ipm,ent Inaentorg, to record non-
expendabl.e movable equipment purchased from projeet funds
for PFL projects.

(2) Form CFA-333, Suggested Format for Tar Statement (Exhibit
B). Generally, public agencies or institutions are accorded
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 accord exemption and. purchases are
indirect, as in the case of materials purchased 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. Sinee such refunds may be made months after comple-
tion of the project, it may be impractical to wait to determine

1 See Section 20-2-1, "Final Payment to Contractor," for procerlures covering final payments,

2 to/26/54



COMPI.ETION PROCEDURES PROJECT COi,IPI.EIION 22-I

final project costs until the refunds are paid. fn these cases, the
computation of final project costs shall inelude 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 obtainetl from the owner and a followup shall
be established in the Regional Office to assure that any refuntl
which is to be used to reduee the amount of the loan, is deposited
in the Bond and. Interest Sinkiug Fund Account, to be used for
redemption of bonds in inverse order of maturity.

The original of Form CFA-250 shall be sent to the Regional Ofriee,
with any other documents needed. If a problem or item has been dis-
cussed in prior correspondence, it need only be cited with a reference
to the correspondence.

REGIONAI OFFICE ACTION

The program operations branch chief shall revierv Form CFA-250
and consult with appropriate technical staff members to identify all
incomplete aetions, 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 I-:oan Management Branch to the project file.

Proiecr Audir

The audit shall be requested and closed out in accordance with the
instructions in Chapter 22-3 aud Volume III, Section 7-3-7.

FINAL ACTIONS BY OWNERS

On the basis of the audit report ancl Form CFA-250, the pmgram
operations branch shief shall prepare a letter to the owner which wiII:

(1) Set the final approved cost, the amount of the net Federal loan
and/or grant, any bond redemption or refund to the owner, or
additional loan disbursement.

(2) Forrvard any waivers needed to permit refund to the owner from
the construction account.

(3) Instruct the owner concerning close-out of the construction ac-
count and request a statement showing it has complied with the
instructions regard.ing disposition of funds in the construction
aeeount.

(4) Instruct the owner to submit one copy of Form CFA-213,
Certificate of Completion and, Payment, (Exhibit C).

Crediring of Eorned lnteresl

When interest incorne has been earned on investment of the funds in
the eonstruetion aecount, the Regional Office rrill, at the time of project

to/25/54 3



22.1 PROJECT COMPTETION COMP1EIION PROCEDURES

closing, credit such interest income against the interest line-item ancl
enter the net ffgure as the final interest line-item.

Redemption of Bonds

'Where the project has been financed. entirely out of bond proceeds
or where the owner's participation, as set forth in the Loan Agree-
ment, is firm, the letter will instruct the olvner to transfer all the
funds remaining in the construction account, after payment of all
project costs, to the account established for the payment of the prin-
cipal and interest of the bonds ancl promptly used to the maximum
extent possible for payment of the principal of outstanding bonds in
inverse order of maturity. fn such cases, the letter will request the
owner to advise the Regional Offiee rvhen the transfer is made.

\Yhen the Regional Office is advisecl by the owner that the excess
bond proceeds are available for refund b1. means of bond redemption,
either prior to or subsequent to closing of the construction account, it
should request CFA to arrange u'ith the Federal Reserve Bank of
Richmond for issuanee of a billing to the Paying Agent or Trustee.
The Regional Office should advise CFA that the proposed redemption
represents a refund of excess bond proceeds.

The Regional Office shall transmit its request to CF A at least 15 days
prior to the proposed redemption date. r'hich may be the first day of
any rnonth. 'When redemption is accomplished, the Division of Finance
and Accounts will advise the Regional Administrative Divison by Notice
of Collection, in duplicate, one copy of lr,hich rvill be furnished to the
Regional Direetor.

Rclurn of Excess Funds lo Owner

Where the olvner's participation is contingent, any moneys remaiu-
ing in the construction account, after payment of all project costs, are
returnable to the owner up to the amount stipulatecl in the Loan and/or
Grant Agreement, provided the funds have been actually deposited.

Where the orvner has deposited moneys into the construction ac-
count to eover cost of overruns, including any sums deposited in ex-
cess of the original. owner participation, rvhether firm or contingent,
any moneys remaining in the construction account, after payment of
all project costs, may be found to be returnable to the orvner, up to
the amount of the sums deposited. for the ovemuns. In sueh cases, the
provisions of the standard terms and conditions permit return of excess
funds to the borro'rver. The Regional Director shall effect such return
upon formal request of the borrot'er.

PROJECT COTIAPIET|ON REPORT, FORM CFA-I50

Formal completion of the project following loan closing and settle-
ment of aII Findings Requiring Action listed in the final audit report
shall be recorded by issuance of Form CFA-150, Project Completion
Report, but only after the owner has completed all required actions

4 10/26/64



COMPI.ETION PROCEDURES PROJECI COMPTEIION 22-T

and any bond reclemption has been fully accomplished. Holvever, cer-
tain actions may not be required if use or oceupancy has not begun,
e.g., obtaining of use aud occupancy insurance and setting up of proj-
ect revenue accounts. Such matters are provid.ed. for in the deter-
mination of initial compliance as set forth in Section 23-3. Where
such items or the refund of sales taxes (see belolv) are the only out-
standing matters, Form CFA-150 may be processed rvithout awaiting
completion of those items, but such items will be noted on Form CFA-
150 in the spaee provided. for the recommendations of the program
operations braneh ehief.

The program operations branch chief shall prepare Form CFA-150
(Exhibit D) in quadruplicate, consulting other staff as appropriate.

In preparing Form CFA-150, the clata in ftem 2-c shall be for the
projeet as a whole. If the project consists of separate units, the dates
shall be for the last unit completed, oceupied, etc., and a table of dates
by unit shall be gi'r.en on the reverse of the form, typed head-to-foot.
"Use 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 following initial use of the project.

Item 2-d, Final Project Description, should be
description in the initial project summary, but
project as built.

Lines "j", "k", and "I" in section 3 shall be used as appropriate.
Ifowever, submission of the report need not be delayed pendirrg receipt
of advice of the actual refund. A revised report may be submitted for
sueh cases (see belorr).

('I\i'A't shall be inserted rvhere it is not appropriate to furnish data
for an item on the form.

Approvol ond Release of Form CFA-I50

The original of Form CFA-150 shall be routed to the Chief, Engineer-
ing Branch, and the Chief, Finance Branch. If 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 sha1l sign it to formally close out the case as an active
project.

If bonds are to be redeemed lrith excess funds, Form Cl'A-150 is
not to be approved by the Regional Director until he has receivecl a
copy of the Notice of Collection forwarded by the Division of Finance
and Aecounts to the Administrative Division, advising that redemption
has been completed.

The signed original of Form CFA-150 shall be placed in the project
folder. Copies shall be furnished to the Fieltt Engineer, the Loan
Management Braneh, antl CFA.

to/25/64 5
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22.1 PROJECI COiAPI,ETION COMPTETION PROCEDURES

REVISED FINAI. REPORI TO REFTECI SATES TAX RETUND

'Where the audit has been settlecl, and the final 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 Completi,on 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 2, Engineering Data, acljust the line-item in which pay-

ment of the sales tax was included by deducting the amount of
the refund..

(c) In item 3, Financial Data, copy the entries on lines "a" through
"i" from the previous project completion report, and filI in lines
'' j'' , "k" , a.nd t t I'' as aPProPriate'

Upon d.etermi:eation of the amount of tax refuntl that should be used
to redeem bonds, it should be applied on the principal of the unpaid
bonds to the maximum extent possible, in inverse order of maturity,
and any resid.ue should be deposited in the Bond and. fnterest Sinking
Fu:rd Account. Such latter amount is, therefore, to be entered in paren-
thetical space provided on I-:ine "K." In such cases, the Division of
Finance and Accouats also will advise the Regional Office as to the
receipt of the refund of Notice of Collection, in the same manner as
stated above.

FIELD ENGINEERS PROJECT FI]E

Noncurrent recorcls in the Field Engineer's fiIes should be disposed
of aecording to instructions eontained in applicable HHFA Reeords
Control Schedules.
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EXHIBIT A

cfts2!0
(G6{l

BO[SItC liD X0rt ttllxcI AG[flcY
@{IMLNTTY FACILITIES ADMINISTRATI(N

rIELD EIIOIIiEERIS FIIIAL SEPONT

!. ProJect Etcltptlon (.s co.pl.rad)

2. rlnal Inslcctlm

!. Flnit lnip.ctlon rrr rd. m 
---=-.-_-by 

th. follorlng:

D. [ ] ft. projcct r.r f@d b b. cql.te dd rs 
^ccrptcd 

by th. oh.r.

.. [ ] nr rch ltas hrv. b.6 cql.td. a. f ] cor of pch ll.t to' tn.loht Flh lr.t ltlit
1. ltt.ched; the!. ir€ to ta coriected by

a. It rd d.t.Elr.d 6rt th. prcJoct rr. .ubrthtl.lly c4l.t.d on 

--, 

..!oillJ
cdDlct.d n 

-._-, 

ed flr.l occupl.d ty 6. omGr on 

-== 

-.=-.

D. Dl.'li r nrtl-ult prrj""t [ ] rcr f -l ro. If irili, tnclud. drtr for 3r tu! .mh unlt ln
Itn 16.

c. U!. datr 

-_-.--=--a. bncr lr c4cct.d to r!! lo! d6lry ln dt-oL drt. fot lnt.rc.t tutha srtdcttm f ] rc. [ ] x.'

c. s. ln.ur.bl. vilue l! a

t. Ar! ffcE sy dl!e6rc*nt., cldti., .tc., htr.6 o8.., ..ertrct/mStndr, md cmtr.ctor,
rhtch rlll deliy clo.ln! th. Droj.ct? Il nl.!i, dr.s.r b6ror.

d. rrc tcrc my labr ed r.s. cqlalnh dtttedlnt? Il nt..n, dl.il.r D.ld.

q. fl.v. .rr p.yrolt copt.! h.n !6celvad?

?. Xa! flhsl p.Fmt to th. prtie contr.ctor(.) bea Sprov.d?

A. Ilu .ll mveblc e@lFftt ftr..U.f.ctory lhltrrl EroJ.ct opGrrtld bn
d.llv.rd ed Dard for?

e. t?. th.r. e, ln.llalbl! f..tur.! lnciud.d ltr th. frnll prcJ.ci rhlch h.v.
nol D.a p!.vlouely apprcvcd?

lO. I. roh CF -225 r.Slr.d?

ll. I! &E CF -331 r.slr.d?

PRAVIOUS EDITIONS OBSOLATE
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EXHIBIT A (Poge 2)

,2. Prolect Ch^naas

[ 
-l 

1...s*'y Pmlect strm^ry r.vt.lon6 hav€ bee, iDFoved

I I The fonoirns requosri for P'oje.t str6ery ]evlston. i'e tn the R.J,onil ofar..r

li. Cohtr^rt Chanacs

f I rU """.."."y 
chdse orde.s havc re.n t.6ued by omor' .lsed .nd icc.nt.d !v contre.torl!)' ed

U. Cfipletron,4,elrvpry D.te. Md Ltquldated Dahates

Shor..ch prire .onstrucl.lon Md equllnent co.tract contaltrtng tlstidsled dMaae ProvtEtonr.

c0[lRlcT
lN0 ovlRRU{ PaR ottfl tt@rDrrrD Att ol

_ (b"') ':: I_ _l^'" fr !!.qL

I

-
-!

-.
_l

Ia ltsidited dM!8ei ale r.lv.d, rtt!.h ststffient lndlcalln8

,6, Co6ert. on .bo!. lteis and uy other natter needlnE.tt.ntlon.
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EXHIBIT B

cr -333
(?'6o)

SJGCESTED roRHAt roR Tr-X SiAtSEft

lr.oullr|8 ald Eoe ftrucc AgcEcy
Bs 2o5, Po.! ofllcr DullalDa
st. IAlr lO, Xt.!s[l

Pro.lact [o.

OGDTI@o:

thlt ,.. tD certlfy thrt (f!E of OyBlr)
blr rellyco B 6alcr t x cr etb.r.xcl!. tax rctsar op coortnctloq
Btartrla or olhcr co6t! cl tbr abgve trcJcct.
goycvcr, ,.[ tbc avaa! a rlarad ot ralca tax or o]"bar Crclrc larc! oo ltat
lscErc{ Lq corEectloq y!t}r tbe DrcJect .rl!c, E ag!* ta ilqprtt .uci
rctudt tht voulil b.E lcduccA th. @qt ot thr 1oq ioto i:bc Booil Grd
IDt !!!! SIDItlg fuil Accou." stl tbc pMccda vll,I b! u.ca to lltlrc bolda.

S!occrc\y lpur,

Autbortzci R.DlrrcEt tlYc
of Oa6
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EXHIBIT C

cr!:u
1-.62,

t0ustr0 lt! lorl rlirlct.clict
c$illfi tIr FActLtrlEs ADrtNrSIRATrol

clntrrtcArr 0F corPtETIoN AlrD PAyIrilt

?rojccl ,lo. 

-

l,ocrllor-

,ttaa or 0.n.r

tilt ,rojcct trr Da.o co.rt!!!d !n r [nn.r rttl.lGtor, ao tla
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EXHIBIT D
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l_---_-
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kanl eilonses......
A&trlstrattv. crp.n6e3..............r....
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Co€t p6r lrvt,A unll (8i)......,, I

Sub.tmtl.t cornl.tlon d^t.-_---Date of Inttlal U6.-_-.-----
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ll3a dat. 

---

d. rrnll ProJect De.crlptlm

C^i. l, e^rin...th. t....t

PREVIOUS EDITIOXS OESOLETE
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EXHIBIT D (Poge 2)

f. ftnmcl.l Dat.

b. houht of onelrs pnrtlclp.tlon lncludlnS partlclprtlon fot
Itrcllglblo ledture$.
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d. lnss .nploved proJect cost,...,..,
e. nalance of tunds prcvldod (Jc l.s, 3d),,,.,..,....,.,,

J, Used for bod redsptlm (t.ftnd)....,........
t, hr dep6lt ln hnd ed Intcresi Sinkln8 rund 

^ccount,.....,...,....,....,..,. 
(_- )

1, Flnal net F.deral loe /3i t.rr Ji).......,. .....,,.....,.i-

College Houcrns I.oJect rhMctn8 (Co^pl.tc lor prcj..t. contdini^E sGrui.. ,..i1;ri.r
.hdt a.sb l. 06.int. t i.i.o. iorr)r

rot.l Colt
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n. nrli rroJ€ct 13 closed.

t.ai.n.l Dit..tor .l Ca..!^itr Io.iltti..
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CHAPTER 2. COMPTETION PROCEDURES UPON PRIVATE SALE OF BONDS

SA]E OF Alt BONDS PRIOR TO IHE START OF CONSIRUCTION

IJpon notificatiou by the owner that all bonds covering a project
have been sold to private investors prior to start of construction and
before any advances have been mader, the obligation of the Goverrrmeut
ceases. No Govenrrnent fielcl expense shall be charged and the project
allotment will be rescincled by the Central Office on the basis of a re-
vised project sumrnary.

If all bonds arc sold prior to tlie start of corrstruction but after au
aclvance has been nrade to the orvner, no further advance, site inspec-
tion, or auclit shall be made. 'l'he amourrt advanced ancl interest thereorr
shall be billcd and collected as prescribed belou.. Since construction
has not beguir, the flxed fee for Governrnent field expeuses shall bc
refunded.

SA1E OF AtI. BONDS AFTER THE SIART OF CONSTRUCIION

If all bonds are sold to private buyers after construction has begun,
the intelc,st of the Gclvernment ceases wheu all advances have beerr
repaid rvitli interest and the fixed fee, or portion thereof, for Govern-
rneut fielcl expenses has been collectecl. No further advance of funds
shall be made to ar o\vner after it has taherr formal action to accept bids
of prit atc buyers for all bonds. Similarly, uo further site iuspectiou
or aud.it shall be made.

The Regioual 0ffice shall reply to the owner's notice of acceptance of
bids frorrr private buyers for all bonds by letter stating that no further
advances can be made and that the owuer must make its own provision
for interim financing pending receipt of the bond proceeds. When-
ever possible, the letter shall transmit a bill requesting repayment of
all previous advarrces, lvith iuterest, and payment of any portion of the
fixed fees clue the Government, immediately following the receipt of
bond proceecls. If the date of such receipt is not known, it shoulcl be
lequested.

B]TTING OF REPAYMENTS OF ADVANCES AND INTEREST

Interest on advauces shall be computed as set forth in Volume V, and
shall be assessc'd at the rate applicabie under the l-.loan Agreement for
the period beginning on the date on which the adyance was made; that
is, the date of the check, and running through the day preced.ing the
date on rvlfch the olvner unails its remittance to the Regional Office.

ADJUSTi'IENTS OF FIXED FEES

If one or morc inspections or audits havc been made, the chief of the
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22-2 PROJECI COMPTETION COMPIEIION PR,OCEDURES UPON PRIVAIE SATE

OF BONDS

program branch cou.cerned shall ascertain the construction period shown
in the approved eontract and the percentage of such period rvhich has
elapsed. through the date of the award of all bonds to other buyers.
Using the fixed fee in the agreement as 100 percent, the program branch
chief shall compute a fixed fee recluced by the percentage of unelapsed
time in the construction period. The percentage of elapsed time, and the
collections to date, and. a reduction of the fixed fee to a stated amount
shall be included in the revised project summary. If collections exceed
the reduced" fee, the project summary shall state the amount of refund.
If collections are Iess than the reduced fee, the project summary shall
so state.

If the approval involves a refund of an excess fee, S.F. 1034 shall be
prepared and the original and one eopy submitted to the Administra-
tive Division, with its copy of the revised. project summary. If the
approval involves the collection of a fee, the Administrative Division
wiII biII the owner therefor on the basis of the approval.

ADVICE IO CENIRAL OFFICE

Upon receipt of the owrer's notice of award of any bond.s to private
buyers, the Regional Office shall prepare a revised project summary. A
copy of the Regional Offlce letter to the owner, described above, shall be
attached.

The revised project summary shall iudicate:
(1) The amount of the approved loan shown in the agreement.
(2) The amount of construction advance outstaudiug and approxi-

mate date of repayment.
(3) Determination of the fixed fee for Government 6eld expenses

and if paid.
(4) Name of each successful bidder, together with the maturities and

amount awarded, and the net interest cost or bonds awarded to
each successful bitltler.

If all bonds were so awarded, the projeet summary shall request cau-
cellation of the undisbursed loan commitment and. rescission of the
entire amount of fund reservation.

If oniy part of the issue was so awarded, the project summary shall
request (1) a reduction of the undisbursed loan commitment i:r an
amount equal to the difference between the face amount of bonds
awarded aud the principle amount of loan advances repaid as the result
of such sale and (2) a reduction of the fund reservation in the amount
of the awarded bonds.

The project sumurary shall serve as the basis for the reduction of the
fund reservation and the amount of loan approval.

Thereafter, the Regional Office shall advise Cf'A by memorandum,
with a copy for the Division of Finance and Accounts, of completion of
formal settlement of the bond sale and of the collectiou of any advances,
interest, or portion of the fixed fee which were due.

2 3/29/55
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CHAPTER 3. PROJECT AUDITS

This Chapter preseribes procedures for requesting and taking astion
on project audits eonducted by the Autlit Division under CFA programs
when provided for in Yolume III, Part 7. The proeedures for audits
contracted out to publie aecountants are covered separately in the
appropriate program section of the Manual.

GENERAI.

Audits of projects are eonducted for the purpose of assuring the Agency
that the applieant is conforming to the finaneial terms and conditions of
the Agreement and to make faetual data eoneerning eosts ineumed in
eonnection with eonstruetion of projeets available to operating per-
sonnel of the Central and Regional Offices. Only one audit will normally
be made of a project. The Autlit Division may make an interim or
speeial audit, ho'rvever, when requested by the Regional Offiee or the
Community Facilities Commissioner. fnsofar as possible, project
audits will be scheduled by the Audit Division to start within 30 days
after reeeipt of the formal request.

The chief of the appropriate operations bra,nch shall be responsible
to the Regional Direetor for coordinating the eompletion of project
actions and documentation and arranging for and elearing projeet
audits.

ACTIONS REQU]RED PRIOR IO AUDII REQUEST

As the completion of construction approaches, the Field Engineer
shall keep the Regional Offiee fully advised with respect to final inspec-
tion. ff, r,r,hen the Field Engineer sets the date for ffnal inspeetion, he
has reason to believe that all items involved in an audit will be com-
pleted by the time of final inspeetion, he shall reeommend that an audit
be requested.

Prior to the request for an audit, the program operations branch chief
shall initiate aetion as necessary, to issue Form CFA-105, Reaised,
Project Summarg, to reflect the current amount of the loan, or in the
case of a college housing projeet, to reflect the finai allocation of loan
funds where appropriate action has not been taken to reallocate loan
funds between housing and relatecl services and other (or excess)
service facilities. Where there has been an increase in the loan amount
or the loan funds allocated for other (or excess) serviee facilities,
issuance of Form CFA-105 shall be preeeded by request for and pre-
validation of an appropriate Form CFA-LI, Fnnd Reseruation Orcler.
It should be noted that after the audit is complete, no further Reaised
Project Su,mmary shall be issued. Settlement of the audit report will
fix the final approved project cost, which shall be refleeted in Form
CFA-150, Project C ompletion Report.

8/14/64 I



224 PROJECI COMPTETION PROJECI AUDIIS

AUDII REQUEST

If the autlit eannot be requested as prescribed above, the request shall
be initiated upon Regional Office review of Form CFA-200, Periodic
Inspection Report, issued at the time of final inspection (see Chapter
22-l). At the latest, the audit shall be requested after review of Form
CFA-250, Field, Engineer's Final Report.

Where 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-
visory Auditor to determine if a regular audit should be made or if
a special audit is necessary. The Regional Director shall request a
project audit 1 by memorandum to the Autlit Division as shown in
Exhibit A. The original memorandum shall be sent to the Autlit Divi
sion and eopies furnished to Ctr'A, the Regional I-.roan Management
Officer, the OA Supervisory Auditor, and the project file.

AUDIT CTOSE-OUIS

The Regional Director is responsible for initiating action to correct
conditions reflected in the audit report, or for making a recommendation
to the Regional Administrator that sueh action is not required. 'lvhere
such a determination can be ma<le u'ithin the policies in this l\[anual.'z
If the administrative determination required is outside regional author-
ity ol if any items involve matters not covered by prescribed policies
and procedures, CFA shall be consulted. Requests for advice shail be
submitted with a recommended course of action and copies of all
pertinent documents through the Regional Administrator to CFA, with
a copy to the Audit Division.

Conditions cited in the audit report which require action must be
acted. upon within 30 days after receipt of the report.

Evidence of corrective action will be the receipt by the Autlit Division
of eopies of the correspondence between the Regional Office and the
borrower or grantee showing that the required action has been taken.
Evidence of an administrative determination by the Regional Adminis-
trator that action is not required will be the receipt by the Audit Divi-
sion of a memorandum to that effect. fn the case of a question referred
to CFA for decision, that office will report the decision to the Regional
Office rvith a copy to the Audit Division.

When the Agreement provides for contingent borrower participation,
and an amount equal to or exceeding the total of the excepted items to
be reimbursed by the borrower would be returnable to the borrower,
no settlement is required of those exceptious. The Regional Office, in
its memorandum to the Audit Division, need only state that the above
situation exists.

1 Atthough project audits uormally will be requested by the Regional Director, audits mry
lre requested by tho Regional Admitristrator.

I Wheu circumstanc€B so inilicate, the Regional Aalministrstor m&y iBitiate such action.
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fn any event, when ffnal action has been taken on all suspensions,
exceptions, antl 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 Administrator, with a eopy to
the Autlit Division.l

CFA ACTION

Copies of all correspondence with respect to project audits shall be
sent to CFA. CFA shall evaluate audit reports and. the corrective aetion
taken by the Regional Office, particularly to assure adherence to estab-
Iished policies and procedures, to identify common problems, and., where
indicated, to initiate revisions to policies or procedures.

rWhere authorized by the Regional AalminiBtrstor, the Regionol Dirostor may sigu tho
memorandum-

8/14/64 3



PROJECT AUDIIS PROJECT COMPLEIION 22€

EXHIBII A

E a (a{2)

UNITED STATES GOVERNMENT

Memorandum
HOUSINC AND HOME FINANCE ACENCY

ro : Ixrcctor, Aualt Dlvlllo[ DATE:

FROM : l:RcgloBl Dlrcctor ol C@alty lrcillttcy'

sua;zcr: ftolcct ltEbc!, Bor@!, Ioetlogy'

1t1. 1. to lilrlrr thlt coutnctloE hra brcE c6tL.tcd o! th. .ubJcct
peJcct, It r.. rcqu.ltcd thrt r fr.El Ndtt bc rd. rt thq ccl,l.rt
IDrllbla drtc.

For yW hf,outlor, tbc DrcJ.ct E! --
gub.t!ntt.1l,, cdDlet.
Itrlly cqDlrte
rlEt Occuplcd

th. ll.Iit EDgluccr for tbG DrcJcct tr M
ual lntae.t aullg coutructloa tr tcn-ffi-if,@l]ffi.

ncgloBl Dlr.cto! ot
Cmrlty lrcl.tlcs
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LOAN MANAGEMENI 23.I

CHAPTER I. GENERAT

The basic purpose of the loan management function is the protection
of the Federal investment. Protection of the Federal investment and
the sale of portfolio securities will depend primarily on borrower
performance in observing the terms and conditions of the loan, in mak-
ing debt service payments when due, and in successfully operating antl
managing its project.

Regional loan management operations should be conducted with
minimum interference in the borrower's regular operations and any
formal actions taken must be based on the terms and eonditions of the
bond resolution, trust indenture, or parietal and rate resolutions. Every
effort should be made to avoid making requests u.pon the borro'rver
which might develop into a nuisance.

SUPERVISORY GROUPS

All loans will be classified. in one of two groupings. Group I loans
are loans in which the project is operating in a satisfactory manner and
the borrower is meeting all of the terms and conditions of the loan
agreement and/or trust indenture. AII loans will be initially placed in
Group I. Group II loans are those eases in actual tlefault or those in
which an adverse trend. has developed in the operation of the project
or in rvhich any other circumstance might adversely affeet the security
held by the Government.

IRUSIEE

As described in the particular trust indenture or bond resolutiou, 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 notiees to the bontlholders regarding default
on debt service payments, and receiving eopies of the borrower's fi-
nancial reports and eviderrce of insurance coverage.

The Trustee is und.er no obligation to, and in practice does not, make
a periodie review of the financial position and operations of the bor-
rower. It is generally recognized that such a revierv is the responsibility
of the lender as part of its function in protecting its investment.

The Agency should generally, however, rely on the trustee as the
instrument for obtaining the borro'wer's compliance with its pledges and
covenants. When no trustee is provided, or compliance cannot other-
rvise be obtained, the borrower ivill be contacted directly. If the trustee
is not properly exercising its duties, the Regional Offrce should consider
initiating replacement of the tlustee as provided in the ind.enture.

DISCUSSIONS WIIH TRUSTEE OR PAYING AGENT

fn some cases it may be necessary to reach specific uuderstandings
rvith the trustee and the paying agent or depository bank rvith respect
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23.1 LOAN MANAGEMENT GENERAT

to their functions under the bond resolution or the trust indenture. In
such cases, the matter may be handled by letter, telephone or visit, but
the results should always be eonffrmed in writing.

APPRAISAI OF POLICIES AND PROCEDURES

During loan management operations, evidence may be encountered
which appears to indicate a need. for mod.ification of the policies or pro-
cedures, or the application thereof, under which loans are approved.
Such instances should be reviewed. with respect to whether the specific
dfficulty which developed. in one or more loans might have been avoided"
or mitigated through the use of different policies or proced.ures or by
giving different treatment or more attention to the particular subject
during application review.

The matter should be analyzed, in the Region and, if the Regional
Director determines elarification or modifieation of existing policies or
procedures is desirable, recommendations should be made to CF A.

2 10/8/65
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CHAPTER 2. PREPARATORY ACTIONS '

PREPARATIONS BY IOAN MANAGEMENI SIAFF

When the project is substantially eomplete, the Iroan Management
Branch shall:

(1) Prepare a Loan Management Control Record,, Form CFA-360
(Exhibit A), as a record of actions due, pending or taken.

(2) Enter a summary of the terms ancl conditions of eaeh loan on
Form CFA-360 as a reference cheek to minimize referrals to the
trust ind.enture or bond resolution.

(3) Establish a file folder for the reports and correspondence refleet-
ing work on each loan through sale or complete repayment of the
bonds. These fiIes will be kept in accordance with the applicable
records control sched.ule.

Instructions relative to Form CFA-360 are presented in Chapter 23-3.

INIIIAL 1OAN MANAGEMENI CONFERENCE

A borrower's observance of loan conditions, reporting requirements,
and other matters involved. in loan management depends ou an under-
standing of the requirements of the indenture or resolution by the
administrative staff of the borrorver. In 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 cond.itions and should understand their
meaning. If all such requirements are understood and met during the
first year of operation, barring extraordinary circumstances, the oc-
currences of noneompliance and the possibility of default will be kept at
a minimum in subsequent years.

When a borro'lver has a previous loan, or has experience in the opera-
tion of a similar project and is familiarrvith comparable financing
arrangements, the uecessary instructions may be supplied by corre-
spondence. In all other cases, a loan management conference shall be
held as close as possible to the start of project use. When the bonds or
other evidence of indebtedness are being purehased, at the time the
project is substantially complete and prior to initial use, the loan man-
agement conference may be helcl in conjunction with the loan closiug so
that the borrower'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 elosing and the loan management conference may not yield
the desired results, sinee the borrower's staff is less likely to have con-
sidered the details of the operation. In such cases a separate loan
management conferenee should be held as close as possible to the start
of project operation.

1 See Chapter 7-10 for procedures under the Senior Citizens llousing Loan program
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23.2 IOAN MANAGEMENT PREPARATORY ACTIONS

The conferenee may be held at either the Regional Office or at the
borrower's office. The Regional Director shall determine where such a
conference is to be held. The agenda shall be proposed by the Chief,
Loan Management Branch, and submitted for the Director's approval.

CONIERENCE AGENDA

fn general, the agenda should cover those uratters that will be of con-
cern to the borrower and the Agency until the loan is repaid.

Inefficient or costly operations pose a threat to loan repayment and.
cannot be ignored, particularly with respect to smaller towns obtaining
a public facility loan for construction of their first munieipally-owned
and operated utility.

In particular, the Chief, I-.,oan Management Branch, should explain
in considerable detail:

(1) The various accounts to be established and the flow of funds;
(2) The payment schedule to be followecl;
(3) The general duties and responsibilities of the borrorver under the

bond resolution and/or trust indenture;
(4) The various required reports;
(5) The role of the trustee; and
(6) Any other matters that, in the opinion of the Chief, Loan Mau-

agement Branch, should be brought to the attention of the
borrower.

2 to/8/53
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LOAN MANAGEMENT CONTROL RECORD

BOUSING ANO HOIE FINANCE AGENCY

COMMUNITY FACILITIES ADUINISTRATTON

II
r. Boffowels Nane, Address, & Telephone

2. Trust.c or Paying Agent's Namc, Addtess, & Tclephonc

3. Typc oi Faciliry
Date ot Boadg

9. Bood D6ta
Purchase Date

4. Enrollment or Population Servcd
Gov.mment t IDtcrest Rate

5. Bond Designation
I

6. Initial Operation Date
Dates Ptircioal & lnrelcst Duc

7. Fiscal Year Ends
Avrrasc Aanual Debt SeNice !

8. Operation Dara

No, ol occupants,
u5.rs, d connections

Gross Rcvenue

l\l & O Expensc

N€r nevcnu.

Delt Covcragc
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EXHIBIT A (Pose 2)

PREPARATORY ACTIONS
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LOAN AAANAGEIIENT 23-3

CHAPTEN 3. ACTIVE I.OAN }IANAGEIAENT 1

This chapter describes the reports to be submitted by the borrower,
the reviews to be made by the Regional Office Loan Management Branch,
the corrective actions to be taken by the Loan Management Branch, as
well as the reports to be supplied by the Chief, I-,loan Management
Branch.

REPORT OF INIIIAL CO'IAP]]ANCE

If the loan is closed before the project becomes revenue-producing, the
Regional Office shall furnish the borrower two copies of Form CFA-361,
Report of Initial Compliance (Exhibits A and B), rvith instructions for
preparation at the time of loan closing, and request that one copy be
returned within 30 days after the project becomes initially revenue-
.produciug. If the project becomes initially revenue-producing before
the loan is closed, the Regional Office shall furnish the borrower the
forms and. instructions on or before the date the project becomes
initially revenue-produeing antl request submission within 30 days.
Whenever feasible, the forms and instructions can be supplied and
discussed. during the initial loan management conference.

For the purpose of this report, the date a project becomes initially
revenue-producing is defined as the date on which the regular antl
eontinued use of the project, or any unit of a multifacility project,
begins.

The Loan Management Branch shall maintain a follow-up to assure
receipt of Form CFA-361. 'Where Form CFA-361 has not been received
within 45 days after the project becomes initially revenue-producing,
the Branch shall prepare a letter for the signature of the Regional
Director reminding the borrower of the due date and requesting sub-
mission within 10 days. The letter also should request the borrower to
advise the Regional Office if the report eannot be submitted by that time
and the reasons therefor. ff no response is reeeived, the Chief, Loan
Management Branch, or the Regional Director should contact the
Borrower and. determine what action is necessary to obtain the report.

Regionol Office Action

Upon receipt from the borrower of the appropriate Form CFA-361,
the Loan Management Branch shall determine whether compliance has
been effected and evidence approval in Block A or attach such findings
as are necessary. In making this review, the Loan Management Branch
may request assistance from the Finanee Branch, the Engineering
Branch, and/or the Legal Division.

1 tr'or procedures under the Area Redevelopment and Senior Citizens Housing Loon progrems,
see also Chapters 6-9 and 7-10, respectively.
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'Where the Report of Initial Compliance indicates d.effciencies, the
Regional Director shall determine if a visit should be made to discuss
and to remetly such deficiencies. Such visits normally will be confined
to those cases where prior knowledge or Form CFA-361 indicates a lack
of previous experience with the type of project or serious misunder-
standings.

'When it has been determined that the borrower has fully complied
with applicable loan requirements, the necessary data shall be recorded
on Form CFA-361, Report of Initial Compl'innce. Form CFA-361 shall
then be placed in the projeet loan management folder.

23€ IOAN XIANAGE'IAENT ACTIVE I.OAN iIiANAGE'IIENT

LOAN IIiANAGEIIIENT N,EPORI

AII borrowers shall be required to forward to the Regional Office:
(1) An annual Loan Monagennent Report, F'orm CX'A-370 (Exhibits

C, D, and E),
(2) An annual financial statement, and
(3) Such other documents as required by the trust indenture or

bond resolution.

The Iroan Management Branch shall maintain a follow-up to assure
receipt of the above documents. Where the documents have not been
received within 120 days after the end of the borrower's fiseal year,
the Branch shall prepare a Ietter for the signature of the Regional
Director reminding the borrower of the due date and requesting sub-
mission within 15 days. The letter also should request the borrower to
ad.vise the Regional Of6ce if the material cannot be submitted in that
time and the reasons therefor. If no response is received, the Chief,
Loan Management Branch, or the Regional Director should contact the
borrorver and. determine what action is neeessary to obtain the d.ocu-
ments.

Ordinarily, the first ffnancial reports to be obtained from the bor-
rou,er will cover the borrower's fiscal year in which the project, or any
portion thereof, was ffrst placed in use. Normally, such d.oeuments shall
be examined. by the I-roan Management Branch, which shall determine
lrhether 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 Indenture and Bond Resolution. The
necessary operational data shall then be plaeed on the Loan Manage-
ment Control Recoril,, Form CFA-360, which may be supplemented by
any pertinent lrorking papers deemed necessary by the Chief, I-roan
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 borrower's current finaneial
status, operation and prospects; a report of any noncompliance of the
terms and contlitions of the inilenture 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 which might affect the status of the loan.
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ACIIVE LOAN TIANAGEI'IENI LOAN AAANAGEiIENT 23.3

Should the Chief, I-.loan Management Branch, determine that no addi-
tional or corrective action is necessary by the borrower, the project shall
be contained. in Group f and no additional action is necessary. However,
should an adverse trend be detected in the operation of any project or
if the loan goes into default, the Chief, I-.roan Management Branch, shall
recommend to the Regional Director 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 shall
then be instructed to submit the Loan Management Report on a quar-
terly basis rather than on the usual annual basis.

Corrective Action-Group ll

In many cases in Group II, the Regional Offrce, by means of its rela-
tiouships with the borrower's staff and knorvledge of the ease, can
informally secure the necessary borrorver action by phone; such action
shall subsequently be confirmed" in writing. If action cannot be secured
informally or if it is decided that such efforts would be unsuitable by
reason of the type of borrower or the nature of the problem, the matter
may be handled by letter or a field visit. In more serious cases or where
Regional efforts are unsuccessful, the Regional Director should prepare
a report to the CFA, recommending action to be taken. In all cases, the
Chief. Loan Management Branch, should offer to the borro'rver any
assistance possible to cure the adverse trend and should be constantly
informed as to the progress that the borrower is making. CFA shall be
advised of any material developments affecting the loan.

When the Chief, Loan Management Braneh, lias d.etermined that the
borrower has eorrected the adverse conditions or default, he should
recommend. to the Regional Director that the loan be reclassified into
Group I. Upon concurrence by the Regional Director, the loan shall be
so reclassified and the boruower shall be then advised that the Loan
Management Report need be forrvarded only on the regular annual
basis. CFA shall be notified of this reclassification and the reason for
this action.

ACCE]ERATED TOAN REPAYMENI

When a bonower wishes to accelerate loan repayment, the Regional
Office shall advise CFA at least 15 days prior to the payment date,
iudicating the amount and the clate (the first of any month) of the
proposed payment. CFA will send billing instructions to the Federal
Reserve Bank of Richmond. The Bank will then bill the trustee, or
paying agent if there is no trustee, for the amount of the principal
prepayment plus interest to the proposed date of payment. Upon re-
ceipt of the remittance, the payment, if applieable to a "single" bond,
will be eutered by the Federal Reserve Bank in the payment record on
the bond, and appropriate notice of the endorsement will be sent to the
trustee. If in tlefinitive form, the paid bond.s and coupons will be
cancelled by the Federal Reserve Bank and sent to the paying agent.
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23€ LOAN NAANAGETAENT ACTIVE 1OAN A'IANAGEMENT

REGIONAT I.OAN AIIANAGEMENT REPORTS

On a quarterly basis, the Chief, I-.roan Management Branch, shall
submit to the Regional Director the Qu,arterly Loan Ma,nagement Report,
Form CFA-380 (Exhibit F), with a copy to the Regional Administrator
and two eopies 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 u'ell as providing for speeifie comments on aII loans
in Group If, also provides sufficient space for the Chief, I:oan Manage-
ment Braneh, to make adequate comments covering all loans in loan
management in order to keep the Regional Director, the Begional
Administrator, and the Commissioner fully advised of the over-all
conditions on all loans under his directiou.
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ACIIVE TOAN TIIANAOE'IIENI TOAN flIANAGEIIAENT 23.3

EXHIBIT A

HOUSING ANO HOM: FIUXCE AGENCY
COTUUNITY FACILITiE3 ADTINI5TRATION

cotlEGl iouslic lo^i paocl^r

SEPORT OF IIIITIAL COMPLIAITCE

TO IE COTPLETED AY AXFA

l. tsoro'.r'! N.dc 2. hoi.ct Nuhb.r

3. Dste oo rhic[ projlc! * any ponion
firat bccamc rcvlruc.producinr.

4. tircal v..? Gods

fl Itevuoc Fuod Accourt

fl Boad & lntcrcrt Siilin6 Fuad

f] Eadowmat Purd Esoor Accouri

fl Colhcnl Acouat

I Ot]cr (l/c*ifl

5, llequircd Furde ard Atcounr.

Ns! lld Loclltion oI Dcpo.iioryD.t. E.t.bli.[dd

6. Rcquircd Iasuaacc Covcrage.

Poucr Efl*dvc EPldlotr
hodm D.t. . DdG

fl Firc & Extcndcrl Covcragc
(L;st bLidiqs coo.rcd)

^*ar!: 
Aracl' c.ilificat.s o. copi€r of all policice.

Ce
lNUfunc6

Inu;l.r ,....'..

fl Public LiaLility: Onc pceon .

Onc accidt-nt
Prcperty Danagc .....

f, IJsc ard Ocerpanc'! (Lir, buildiryt co!rtcd)
I

u

-_--_--5-

r_

t_
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23.3 LOAN TAANAGEMENI ACIIVE !.OAN IIAANAGEMENI

EXHIBIT A (Pose 2)

7.

Iomdsase and/orloeapayaHcclouscott6ch€dropolicy: EYcs INo INotapplicablc

Dc6 mdlsasc clauee nalc loea payabla toTruates: EY€s f]No INotapplicablo

Hoveoriginalpolicico,copico,orenilicarcebe.n6cDt!oTs6Ec: flYca !No !Notapplicabic

8. O$!r Actions. If not pr€viously fuhi€h.d, indicole lsbblis[neoi or adoprioo ot thc loliowi!8 io .ccordaocG with u\c
Tmcr Indcnturc or Bond llerolution.

I Paricul Rulcs. .{ttrch copy ol Rcsolulion

I Bmd Racr. Attacl copy of Sclrcdulc

flRcnral Ratee. lrtarir copy ol &irerlulc

f] Pled5ed Studc* Fecs. Attach copy of Schcdrlo

9. Comoents:

Prcperod by

'incr. 
Oa.

x@. el Tillc (Plae tfi.)

ro/8/63



ACIIVE IOAN rl,tANAGElrlENI TOAN TIAANAGEIIAENI 23-3

EXHIBIT B

hr.ru No, 63-Rl0t2
EE'6L?F

(e-6ll

HOUSING ANO HOME FINANCE AGENCY

COMMUNITY FACILITIES ADMINISTRATION

(Pulli€ Foclllt, Looni Progmm)
REPORT OF INITIAL COMPLIANCE

TO 8E COMPLETEO BY HHFA

1. Bonower'e Name 2. Project Nrmlcr

3. Date on which project or ony poilio!
f irst bccame revenuc.producin g.

4. liecol ycar endg

5. Required Frnds and AccourB.

D.t. f,srablish.d Nahc and t,o..tion of Depo'ibr)

I Rcrcnuc Fund Account

El Botrd & IotlEst Sinl(in8 Fu'd

E Op.rarion & M.intcrancc Fund

E
E
6. Rcquircd Insurance Covetage,

Cc Policy Etl.ctiv.
I'.urd.. A@unr l)nrc

Erptstion
Datc

- 
Firc & Extcndcd Coverage,

! Findstom, Lighming, etc.
lLis. stuc,urcs)

t

IPublic Liability: one pcraon
On.

f-l !I anv r+hiclea are o*ncd, list Fire, Thcft, Public

- Li;bilit" 6nd Plopeily Damagc Covcrage:

t

[: Fia.lit], Bond. List pctson(a) covered and amoun!(e):

t

liot!: Atach ccrlificatc6 or copi.s of all inamncc policics.
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23.3 LOAN TTAANAGEMENT ACT]VE I.OAN MANAGEMENT

EXHIBIT B (Poge 2)

?, Is Lose Payablc Clause attached topolicT E Y€s ENo rfNorapplicablc

8. AtacI copy of rare schedule.

9. .\ttach ccpy o[ currcnl budger.

10. f,-unb.r ot user3 at lhis dslc: llater- Scwcr 

- 

C.s

ll. Cohm!5ts:

Prcpmd by:

W d.Till.(Pl.a. tr)

to/8/63



ACTIVE IOAN IVIANAGEIIIENT I.OAN MANAGEMENI 233

EXHIBIT C

cf!ra,ca

IO BE COIPLETE! BY ilflTA

Rcviewcd by

Group flI []II

HOUSINC ANO HOilg FINAXCE AGENCY
CNUNIfl FACILI TI ES ADTTNISTRATION

(Collogo llourltg Lon Pro9r6)
LOAI{ ttAxAGE|{EXr REPORT

12. 
Pbi""tN,mbaL Bom*c/r Nmc

l+ 
Frcal rcar cnd;nr r-L Bomwct'r Addrcre

hcmc frm Facilitica (ldeatify) Icccipta

Attach rclcdulc ol curert 61.! cf,artctl

Goro
Avcrage

OcoPancT
M&O Coatc_ Nct Rcvcnucc Rcplor Tcm

(3) Prcjccr acr rcvcnocr

(l) Total pLdgcd cvenucr

t- Dcbt ecryicc covcr.F 

-

Dcbt ecnice covcr.gc 

--

Tout

Dcbt ecrice covcrrs. /To bc conpletct $ HItFA):

Plcd6d Rcvcnuca

t_

Tcm

Totrl

Full-timc

BG'id.ati.l

P6.t

lo/8/63



23.3 I.OAN MANAGEMENT ACTIVE LOAN II/TANAGEIIENI

EXHIBIT C (Pqge 2)

7. Fuuisl rfie lollowins ialomorion:

Bolance
Beginning ol Toul Total Balancc

Withdrawala_l/ End of YcuAccount or Frnd Dqoeie!/

Ilevenuc Fund

Itond od Intereet Sinhing Fmd

M6inrenaicc od Equipment Rcseruc

0n&ment Fund Escmx Account

t-- 3__

Total I I
! Fumlah banscript ol dcpolit' od rid'drawsls b/ obicct total..

Carh
Sfiow breeldou of carl mrl rccurirics t 

--

Collauml Accouote (at crd oI fircal yeu)
H.*!t Vslu.

ll

S.cudri.s
t--

Oclrt Servicc Reecne

iloint€rsc. dd Equipne'r RcacNc

&domot md Eecmw Accorat

B. Conmcilot

9. Ileriewer Comncnts (To hQ conrylcted by lill FA):

Prcprcd byr

N6. hdTid.(Pl.6r tfi.)

t0/8/6t
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ACTIVE IOAN MANAGE'YIENT TOAN ,I,IANAGEMENT 23€

EXHIBIT D

LOAN MA}IA6EMENT REPORT
(Pvliic Fctll;ty Loon. Scncrol Obliqorion Bondr)

TO BE COIIPLETED 8Y XNFA

lleviewcd ty

Cmup EI DII

HOUSINC AND NOUE 
'INANCE 

AGENCY
coi$iurlTy FAcrLtTrEs AwtNtsTnaTloN

lr 
n.i"o tr,.r".r. B.mw.r's Nme

f. 
Fr,cat yetr mds3 &rcwcr's Address

5. Typc ol obligation hel*

6. Lbes HHFA al* hold (cvenue or Aarcam.rt Bonds fo!t[. Pmicct? E Yes D N.

?. Asscaaed veluatioo of Bomwcr

Anount l_--Percentagc ol acoal valuc-t

8. loount of tuca lericd md collccted tot Bomwet'r pupo.ed

tulounr of ad y6lo..d tu tcry in dolle, for thr filc.l ,ce

Amount of euch levy collectcd

Dclinqrent taxcr collcctcd

Total Moutrt ol taxe. coll.crcd

t-
t_-
t-
t-

Ourermdin6 dcbr and accumularcd sinting ftnd d ilc ad o( thc lilcal yce

Gcocral oiligation boods being paid fron uxcr

Ceneral obligatior bonds boing paid lrom urility tcvcouca

Ilcvenue bonds poyablc fm utility reveouce only

Sp.ciul asecgemcil bo"d!

Temporay loonr (tar onlicip!.ion ilorca, elc.)

Total ,- i--

Creae Dc[t Selinr Fond

t-l

,podionof tf,cgDrBdebtnowindcfaultoocidrBpdncipaloriattcrt? [ Yco E No

Itcmizc od eplain:
10. la oy

ll ao,

t0/8/63



23€ IOAN ,iANACEAiIENT ACIIVE TOAN MANAGEMENT

EXHIBIT D (Poge 2)

ll. llt[cHHFAprojcct,lorwlichth.bond.rc[crcdb.bov.*erciracd,iranvrnuepreductagprcrecr,givrrtt!
lollowin6 in{omarion (or dre fiacal ycr, to t\c.rtcht apprcp'i.t.:

Op.toling .nd mist.necc .xp.trlcr t-

Ncr rcvenue (baforc bod c[ar3cr)

Numbq ol conncctiorr: Rceidcntiol-Gmmercirl-lnduruial-Sclnol.

l2 Comm.nt! (ro bc complctcd by llllFA):

Prcaaed try:

k

N6. dfill.(Pa$ *d

to/8/63



ACTIVE IOAN iAANAGEIAENT I,OAN IYIANAOEMENI 23€

EXHIBIT E

uoustt0 Al0 loll flxlicl AnttcY
COTO'LNITY FACILITIES ADMINIST?ATIO}I'

LOAII I.IAIIAOEHEflT NEPORT

(Plblic f&llit -ril Los&f,.v.ncG &ndt)

- 

I 

-II

I. EOSBSA'S f,IW ,. PRNU |MEI

!. ADDED$ .. TISCI E& M

I'BG MD:
t. 6.1 l.l.ic. l! r.v.r.. iud.! l.tl.rirr cl rll. r..loa,-, ll-

(tli. lis*. .l.cld 6. .f,. .la.irr ..,f, lol.n.. in ri. t.e.^s. fu^A rb,. o^ ll.
l..t .......^.i il aot, .iot..rr.ca ..osn, ir t. .r .i. h..L ol tti. lot..)

rl 6rl (rc!-or.rrll!r) ,.c.ir.d tll. t.rloa.
&Dl.lu

l-

l-

ffiE IMEIM BW OPEilTIO}S DOIIXO 18IS PBIODT
2. ka.rod..!t1...
l. fl.t r.!...rr1c..
L nrd!.!t r.!rrl. (r..n,r..r.d lro. C|t C.n tol f!./.).
5. Otl.r ircd f.:pl.ir in B, r.r.rr. .id.).
l. ro!.1 .t.l r.c.ir.d lrca or.rrllor. (.dd 2,3,a. .^d 5) .
?. Tolrl ...1 rrril.!1. irrilr tll. D.rloi (adt I, t . o^t 6) l-

*a Drsmp mP o&Trox mB DU8Irc urs PEFloe
a. s.l.rl.t .!d s... (.,rl.ia i^ C, ?.t.r.. .ld.),
l. Pomr .!d lu.l .

10. r.r.r or r.. rrrclr..a' ,or ....1..
ll. 0r.r.t1!t .rDDl 1.. .

ll, f,.D.lrr .ra ,.DlE.il!1.
L.lot.
h!.tlrl .

L.a.l rli .rlit .rr..... . .
frrrl.. .!d Drylsa r8.!t ,....
B.rt.!i !!llill..
0rric. .rDDl 1.. .rl .rt.!r.r
I!.!r..c..
Prrroll t.r.r.
ul.c.ll.r.o!. (.,rl.ia ln D, r.r.tr..id.)
roa.l or.r.tllr .!r.t... . .

fo!.1 .r.ll.Ll. tor Bo!d .!d Irt.t.r! tru!d .!d oti.t ,rttor..
(.!b!r.!t it.r 2, ltot i... r) . . .

lNsms UD fmi GE DISETWI
It. l.!rrl ir.!rt.r. e.a. arrira tllr ,..iod lo Aori .!t

lr!.r..1 Pr!4.
2.. Tr.ul.t. E.d. lor oll.r ,uror.r (.,ploin in 8. r.r.r.. .id.)
'2S.1 rotrt crrr di.tri.loat.

,-

t3,
la.

lf.
tt.
lt.
19.

20.
21. t-

(.!r.. .G, i... 25 tro, it.. 22), t-
zt.

!-

Oal.. .rD.!dltrr.. (.,plci^ in A !.1...).
31. 8rl.Dc. l! llotd .!d I!!....! Sirli!t F!.d (rlbr...l i... 31

lto. ii.,30).

IOE ND IXIImT SI\AilC SWDI
tt, O.t D.l.!c. ir &rd ud l!t.r..t Strlilt nuid .t l.8l!!lra ol

t!I. D.!i06. (Thit lislr. ,bsld !. .tr. io., dr rh...lo'in!
.q.i !.1q.. i^ tA. Soad dd l^t.r.., Sintin8 I!nd, ., tl.t^
on ,h. ld.. .r.r....t ,c6.1...d. It ^ct, 

.,plai^ i^ t on
t.u.... 't4..)36, C..l art!.t.r. to lrld all. D.tlod (1... 2i) .

t!. Oal.r c..! l!c@ to brd .!d I!t.r..! Si.ri!r P{!d (.r?l.in
b e. kr..'. ,id.).

10. fo!.1 c..l rt.ll.bl. lo, l.t.r!. b!{ h!! SGttic. (odd

,..r. 2r, 28, @A 29).
81. PrElt. !ll3 D.riod'

O! l.Y.!!. Bord lllor.rt .

cfhrr&?[-a A

to/8/53
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23€ IOAN MANAGEIIIET{I ACIIVE LOAN MANAGEMENT

EXHIBIT E (Psge 2)

INSUP/I6,
t6. Frr!i.l li.r., curr.nt i!.{r.!€. cor.rrs. on Drojo.t.

OPAN?ILt DA?I:
t3. rurl.r o! .crqrl cor.um!. (Il ..po.t cor.t. brc.tlr^ c^. !rilirr. tr... 

^t.t., Jot c..i,)

lccouDt! t.c.tr.bl. .i .lora o! lIi. r.riod - C.rr.nl.
D.ltlauclt ....

tr.. rt.!. !..!.!r.!.na. l! tl. r.l..cl.drl. d!tir, iLl. Doriodt
It .6. .ltici co', o, t.!i..4 o'di!r!...

t----

A!t..h copy ot.!nu.l b!dtot r.! !etl li.c3l y.3r.
6UmEr

3?.

B. D.trrl.d.rDlri.lio! ot it.6 l:
E!lt rBlG6.
Coi!..tio!.[ers...
Trr.. or g.n.,.l luDd r.rDeul..
otl.. f,r..i/r): 

-

T. t.l .

C. D!!ril. ol .rl.!i.. .!d s... rDoE ir lt.6 rr

D. D.tnilr o, hi!.ell3reoor c.rl crpordi!u!.. iD it.E 20,

Tol.l.
E, D.trll. ol...l ir3!.(.r. !.d. lll. rcrloa roi r...tro. ot Gtl.!

DrrD.r.. it iI.s 24,

G. htrll. o, oi!.r..1! ircoo. thl. ,.riod !o Aold .!d h1....!
Fcld ,!oh l! it.6 20,

tot.l - - -
u. h..ll. ot o.!.t .rr.!,tlrt.r ,r**ri -i ir,.'... 

"i.irrthla ir lte. 31.

EXPLAh'ATORY SCEDLAES

t*-

3:

t-

3:

3-

t__=--.-.

t-

t"-t_

t-

t:T.t.l

l. 9rrl.rriior o, dir.r.pnDcy i! it.m l.

3-.

Tot.l
P. ErDl!!rti.D of dirc:.D.!c, l! it.b r?.

fsitn.,r'.) (0...,

PIEPA& EYI

a[i, a;rfi (Pt,".;.t;.17

rc B mmm 8Y xrla - 8E!tmR's coimTs:

ro/a/6,



ACIIVE TOAN AAANAGEAAEENT TOAN MANAGEMENT 23.3

EXHIBIT F

x0ustiG tfD aort flxlrcE lGEfcI
COMMUNITY FACILITIES ADMINISTRATIOI{

QUIRTERLY LoA[ HAnAGEMEiT [EpoiT

q c{ TOTIL

l. Xurbar of torr und€r lom lnrgeraot

l. Xu$!r ol lour ltr orouD t

l. Xutb.r.o( lorn. ln oroup II

{, NurD.r ot 0roup II loani tn dlfrult

!. IuS.r o( d.ltnq[.Dt LDortr ot lBltlrt oDltmac

Cr Xus.r ol d.lliqucnl ha lrn{d.nt tr.porla

?r Nu&c! o, lnltl.l cont t!.c.!.!.ld dullng quutar

!. llus.r cl Drolact. vtrlt.d dcrlal {!$t!!

9. lttrci a brl.a ttrt.r.nt o! .rc! lcu l! oroul II, lidhS alrrart ttrt[a { rlll Ir tla rctlaa lahl l.ta! to
.orr..t tt. dl(tlcutr.

10. &!r.!aa

CLa.r. L.e l.t.a..a, t.{.4

l.aad.l rat..,.. ., C.r.ilar r..Il i,a..
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LarntrlcL Reuts,tolt c* V'l'W beqen vuizl
#ansl ; t-Q- l" 7Tr- c n) z t - f- ug/vf , ,

coilnuiirrv ilcrunts oPEnArpNs

TRANS}IIITAI CHECK LIST

Upon receipt of each transmittal letter, initial in the blank following
the number. A break in continuity will intlicate missing changes.

TL No. lnitiols TL No. lnitiqls TL No. lnitiols

CF2I

cF-22

cF-23

ct-24

cF-25

ct-26

cr-27

cF-28

c

CF.3I

cH2

cF33

cF-34

cFa5

cF36

cF-97

7tit60

iilx e=llo "u, t
vTE,.(. frl,oo ctss ".#:..-t ;i..: :i*: ;

:: "l .*o lt r/ar/az c*sTfn u/://k
I

cers iil-i- b,i :,t i

t0

v
lllt

tr

CF.4l

cF42

cF43

cF49

.b?,/
CF.50

tr'lr/:'
t'Irflef 

t3

.1q a/*/ts

GF-59 ..":.....

ct-62

,J nl

i
't ,l ;J/

:,* ^tn */Qt
L*9 f:tfds
I 

"rn,'a 
ry.. /.t...::..a. {- :t }

I
' j,' ;- i .

crro ..:...,.1.i,,......t.,i..n- ?iw'i

CF-5I illj t, ai'too

0J^ t= a r'bi
-cr*60 0J{,,1-=a 5-b'5

c=+t z$tt ,--tr-A .o* A.*, t'-"f-l,,d
? cr.oa .3,)-U .)...:C3 cnrs *, ld. ; ,e i--bi

-t/- (& q.ccd-./r, l:a$'65

o.{:d-:rt..:.dr ce.ss

*#. *.=dz cF.54

(g,c*ct rt, *. i* b-..'6 {
:lllt:lut, cr-sr /'J ?..:..!€ .*., d, }l- , i.:.a.L.'bf

5:2t:L?. cF-52 3:oY.r(y' .r., 0-J ,.1.:.*'bi
/ 

"r-roAl,. 
h-+.k- :ti

3 4{"r-r, fr,*, t:z-b" {r1-

I



fL No. lnitisls TL No.

COIITIUNIIY FACITIIIE OPERATIONS

lnitiols fL No. lnitiqls

cto72 A.,.[t.,.. .|.:.ab - b'icr-s s

cF-73 S,li &:/7:{r?tr-r.
cr-7 4 A,/1,: 4 :-J l:b 5 *-st

"r-r 
r,0, /t,. :..* t g- [ 5'ct-s8

"r-r,rt,)J, 
6:3'bsircs

cFt r8

CFI 19

cFl20

cF-r2r

cF-l22

cF-r23

cF-124

cF-125

cF-125

ct-[27

Cf-128

cF-r29

cF-t30

cF-t3t

cFr32

cF-t33

cFr34

cF-t35

cF186

cFt37

cFr38

cF.I39

cF-tlo

"r-rortrrt 
L :>'/:{-t- cFro3

."r,il,)rr - k - ?-/ :bJir-,*
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