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PREVIOUS PARTICIPATION FILING
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48. July 11,2007 Memorandum from John Garvin

5. HUD-2530 Previous Participation Certificate
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* Note: Two memoranda were issued on June 21,2007. The one related to Prevrous
Participation Approval for LLCI's with LIHTC (Low Income Housing Tax Credits;
was superseded by the July 11,2007 memo.
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U.S.  Department  of  Housing and Urban Development

New York State Office
Jacob K. Javits Federal Building
26 Federal Plaza, Room 3214
New York. New York 10278-0068
hnp :/iwww. hud. gov/locaVnyn/

Bookleffer #6
FY 2OO7.2AHMLAP

All Owners and Management Agents
All Performance-Based Contract Administrators and other Contract
Administrators

July 25,2007

IUEMORANDUM FOR:

014/.*
Bainton,

r A t :

Irt-fYenu&t
Director, New York ilultifamily Hub, 2AFIMLAFROM: Teresa M.

SUBJECT: Revised Previous Part icination Certi f icateFil inslnstructions

The President recently signed into law the Preservation Approval Process Improvement Act of 2007 .
This law requires the Department to take certain actions in regard to the Previous Par-ticipation operating
process (commonly known as Previous Participation Certificate or Form HUD-2530) until HUD submits
the proposed new rule to the House and Senate authorizing committees for review. The proposed rule
will be published in the Federal Resister with the appropriate comment period.

Until the new rule is in effect, the following changes will be in effect immediately:

1. HUD is suspending the mandatory electronic filing of Previous Participation Certificates via the
Active Partners Performance System (APPS). HUD will accept Previor-rs Participation
Certificates submitted via APPS or in paper format on Form HUD-2530.

2. FIUD is suspending Previous Participation Certificate filing requirements for Limited Liability
Corporate Investors (LLCI) who own, or expect to own, an interest in entities which have
received, or are expected to receive Low-lncome Housing Tax Credits (LIHTC) under Section
42 of the Internal Revenue Code.

Piease note that paper format Form HUD-2530s must be completed in ful l  and without error by each enrrry
and part icipant (see Attachment 1).

Please also note the New York Multifamily Hub must approve all requests by LLCIs to waive HUD's
Previous Participation Certificate filing requirements. Requests by LLCIs to waive the filing
requirements should include the following materials:

1. The completed and signed certification, "ldentification and Certification of Elieible Limited
Liability Corporate Investors" (see Attachment 2).

1 An nronniz4fisnal chart or description of the ownership entity from an operating pnncipal (the' ^ - '  " ^ b * " ' " *

cpncrel ̂o'+ner, managing member, majority/controlling stockholder, board chairperson, etc) or
rho ̂ "i'^i^ol's attorney. The organizational chart or description should clearly identify the



ownership interest of each entity in the Partnership and the mailing address of the requesting

LLCI entitY.

The New york Multifamily HUB will review the materials submitted by entities requesting approval as

LLCIs and issue a determination letter. The determination letter will include a copy of the approved

Identification and Certification of Eligible Limited Liability Corporate Investors certification. Our office

reconmends that LLCIs retain copies of these materials in their files.

HUD rnust receive the above rnaterials from each Limited Partnership entitv with greater than 25Yo

interest in the ownership/mortgagor entity. Limited Partnership entities with greater than 25o/o ownership

interest in ownership/mortgagor that do not receive HUD's approval as LLCIs will be required to submit

Previous Participation Certificates in accordance with HUD's regulations.

For additionai information on HUD's Previous Participation requirements for entities other than LIHTC
LLCIs, please refer to HUD Handbook 4065.1. I f  you have any addit ional questions, you may contact
Michele Anteri at (212) 542-7869 or Beryl Niewood ar (212) 542-"7111.



ATTACHMENT 1

The New York Hub will review paper format Form HUD-2530s to be sure that each of the following

items is completed:

o Parl 1-Reason for Submitting the Certification
. Sections 1-6
o List of All Proposed Principal Participants (Sections 7-10 for each participant)
o Certification Section-lf any of these items carurot be certified to, the item should be crossed out

and a detailed explanation of the specific circumstances should be attached.
. All four columns of the signature section must be completed. Signatures must be cuffent within

six months of the date of submission.
. The bottom line of the form must be completed, indicating the form preparer's information with

their telephone number.
. Schedule A (page 2 of the form) must be fully completed with the information required for

columns I through 6 supplied for each principal and each project for each principal. Duplicates
of page 2 may be added as needed. At least one of the page 2 submissions must include the
blank format for Part II-For HUD Intemal Processing Only.

Failure to fully complete Form FIUD-2530 completely may result in its return to the applicant without
HUD processing. The HUD Handbook 4065.1 should be consulted for additional information.



ATTACHMENT 2

Identifi cation and Certifrcation of
Elieible Limited Liabilitv Corporate Investors (LLCI)

am authorized to certify to each and every item stated below.

Q{ame of Authorized Signer)

I certify that
Qllame of LLCI)

l. An eligible Limited Liability Corporate Investor as noted in the Preservation Approval Process
Imorovement Act of 2007 and as defined herein:

2. Investing in ,  which made a
complete application to the state Tax Credit Agency (TCA) to receive Low-lncome Housing tax
Credits under Section 42 of the Internal Revenue Code or to which the TCA issued an aliocation
or letter of intent to allocate Low-Income Housing Tax Credits under Section 42 of the Internal
Revenue Code;

3. A company organized under a State limited liability company statute, an investor corporation, an
investor limited partnership, or an investor limited liability limited partnership; and

4. An investor with limited or no control over routine property operations or HUD regulatory
andior contract compliance, even if the investor may control (albeit not routine or repetitive
control) of the ownership entity or assume the operating responsibilities in the event of the
default of the operating partner or upon specific events all defined under the investment
contracVagreement.

I further certify that should any of the facts that support the certifications above change or the company
fbr which this certification is made withdraws from participation in the owner/mortgagor, I will notify
HUD immediately providing full disclosure and explanation of the change(s).

Signed Date:

l q '

Approved:
(Field Office Hub/PC Director)

Date:
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U.S.  Department  of  Housing and Urban Development

New York State Office
Jacob K. Javits Federal Building
26 Federal Plaza
New York, New York 10278-0068
http://www.hud. gov/localinYn/

2AHMLA

Name
Address 1
Address 2 ,:,';

City. State ZIP

Dear Mr./Mrs./Ms.: . t : i1 ,, ,  
'  ,  

' :

Subject: Review of Qualifications as a Limited Liability'Cotpo.ate Investor

P r o j e c t N a m e :  ' .  ' , '

Project No.: , , ' , ,
- ' '

Our office has reviewed your request to be qualified as a Lirnircd iability Corporate Investor

(LLCI) under the Preservation Approval Procbss'Iinprovement'A[t:of 2007. Under the subject

Act HUD's Previous Participation filing requirementd,aie.suspended for entities qualified as

LI-lCs. , j i

Entity Name:
Proposed Ownership
Signatory for Entify:

Interest in,Subject Projecti

Entitv Address:

Based on your subrnil.g.S tation, ydii...qu.tt to be qualified as an LLCI for the subject
project is approved 

-Youq 
orgdnization will not be required to file a Previotts Participation

Certification subdissionin accordance with the Preservation Approval Process Improvement Act
i.i'

of 2007 .

r  l .t  ncloseo ls
Liability Co

uppro,r.4*Certification, "ldentification and Certification of Eligible Limited
tklnVestOtil". Our office recommends that your organization retain a copy of

tr):r

this letter and,the a Certification in your files.

Should you have,any additional questions about this letter, please contact xxx at (212) 542-xxxx.

Sincerely,

Teresa M. Bainton
Director
New York Multifamily Hub
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U.S.  Department  of  Housing and Urban Development
New York State Office
Jacob K. Javits Federal Building
26 FederalPlaza
New York, New York 10278-0068
htfp:i/www.hud. gov/local/nyn/

2AHMLA
Name
Address I
Address 2
City, State ZIP

Dear Mr./Mrs./Ms.:

Subject: Review of Qualifications as a Limited Liability Corporate Investor

Project Name:
Project No.:

Our office has reviewed your request to be qualified as a Limited Liability Corporate Investor
(LLCI) under the Preservation Approval Process Improvement:lAc-t of 2001. Under the subject
Act HUD's Previous Participation filing requirements are suspendrid'for entities qualified as
LLICs.  

j ' :

Entity Name: .ril;ir;lii
l i9

Proposed Ownership Interest in Subject f1pjecft,i
Signatory for Entity:
Entity Address:

i : , i , ,  
i i  

' ' r l )  
'

Based on your submitted documentatiogr, ygur request to be qualified as an LLCI for the subject
project is not approved for the foltowifig reasons: [select one below or add the relevant

information] ' 
,,,r'

' r i"{..:1r,.. ' ' ' , i ,1

. The submitted organizational chart*'did not identify 100% ownership interest in the

subjectpro ject .  
I  : I1

. The submittal package did not include an organizational chart or description of the

ownershiri/mortsasor entitv.
. The riiU*iit.a bl,iifi.ation, "Identification and Certification of Eligible Limited Liability

Co4oralE hve'stors?o"was not si gned.

:
Please note that.yorrr.iSigurirution is subject to HUD's Previous Participation Certification

requirements uniil it is approved by our office as a qualified LLCI. For additional information

on HUD's Previous PartiCipation requirements for entities other than LLCIs, please refer to HUD

Handbook 4065.1.

Should you have any additional questions about this letter, please contact xxx at (212) 542-xxxx'

Sincerely,

Teresa M. Bainton
Director, New York MultifamilY Hub



14."iil,liil t.;itulll:j U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, DC 2MIO.8OOO

ASSISTANT SECRETARY FOR HOUSING.
FEDERAL HOUSING COMMISSIONER

June 21 ,2007

MEMORANDUM FOR: Ail Muttifamily Hub Directors
All Multifamily Program Center Directors
All Multifamily Operations Officers

FROM:

SUBJECT:

Charles H. Williams, Deputy Assistant Secretary for
Multifamily Housing programs, HT

Previous Participation certificate (ppc) operating procedures
Submission Reviews and Controls

The President recently signed into law the Preservation Approval process
lmprovement Act of 2007. This law requires the Department to take certain actions in
regard to the Previous Participation operating procedures unti l HUD submits the new rule
to the House and Senate authorizing committees for review. The proposed new rule is
undergoing review and wil l be published and implemented as soon as possible.

In summary, the law requires HUD to suspend immediately all f i l ing requirements
for limited liability corporate investors who own, or expect to own, an interesl in entities
which are allowed or are expected to be allowed low-income housing tax credits under
section 42 of the Internal Revenue Code. The law also directs HUO to suspend
mandatory electronic filing of previous participation certificates.

This memorandum relates to control and review of a Previous Participation
Certif icate (PPC), Allf ield staff and managers are required to read and ensure strict
compliance with these procedures. Staff and managers must review the contents of this
memorandum and follow standards for receipt, review and approval of all ppC
submissions, without exception. Routine procedures are restated in this memorandum to
assure clarity and consistency among the various field offlces. In implementing the law,
the Department must continue to receive, review and take action on all PPC submissions,
whether in paper or digitalformats. This requires careful and consistent handling by every
field office.

www.hud.gov espano l . hud .gov



L

Control and Review of PPC Submissions

1. Until HUD submits the new rule to the House and Senate authorizing committees
for review, the Preservation Approval Process lrnprovement Act of iOOl provides
that HUD will allow participants to fi le paper or digital submissions of the previous
Participation Certificate (ppC).

2. Program Center/Hub Controls: While all Program Center staff and managers are
now familiar with both methods of submission, the statute provides the option of
which venue to choose (paper or digital) to the participant. This wil l l ikely cause
some confusion as in any transaction some participants may choose paper, while
others choose digital submissions. This requires Program Center Directors and
Supervisors to use specific controls to assure fair treatment of both varieties of
submission- HQ recommends that a "first in - first out" review procedure be
instituted for submissions wherever practical. In any event, control methods for
processing paper and digital submissions are required.

3. Hub Reports: APPS provides adequate reporting and control over incoming digital
submissions. However, HQ requires specific information about each paper
submission and the Hubs must supply this information on a monthly basis; on the
attached spread.,sheet. The spreadsheet must be forwarded from each Hub via
e-mail on the 20'n of the month and include all paper submissions up to the end of
the work week ending prior to the 20th of each month (this should ailow time for Hub
personnel to consolidate Program Center reports into the single report to be sent to
Headquarters). Subsequent reports will cover the period from the iast report
through the reporting deadline. The Hub Director should identify a Hub contact and
alternate to address any questions regarding the spreadsheet. please provide the
contact name(s) and the first report for the period ending July 1 ,2007 to James E.
Collins in the Policy and Participant Standards Division in the Office of Asset
Management at James.E.Coll ins@hud.gov. Please make the subject of the e-mail;

Previous Participation certificate Report for INSERT DATE.

4. Review All Paper Submissions For Accuracy: In the past, participants were less
than precise when they completed the paper HUD Form 2530. Field staff was not
always as careful as need be to assure each paper form was complete and
accurate.

The following discusses the paper Form HUD 2530 review requirements and
common errors and omissions for your review:

Paqe 1

a. Part l, Reason for Submission (Upper Left Hand Corner, no number).



b .

This section was often not completed. Field staff may either complete this
section if left blank by the submitter or return the form to the participant for
conection. Field staff is to initial the paper form in all cases where they
change or alter this section. Apps controls for this by preventing a
submission without entering a reason for submission. 

'

Sect ion Numbers 1-6:

These sections are often left blank or have erroneous information entered by
the participant. Field staff may either correct/complete this section if left
blank by the submitter or return the form to the participant for correction.
Field staff is to initial the paper form in all cases where they change or alter
this section. APPS contrors data quality for these areas by preventing a
submission without all data elements being entered.

Sections 4 a and 4 b immediately above are administrative in nature and are
unique to a given PPC submission. lt is not uncommon, as an exarnple
only, forthe participant to not know the section of the (Housing) Act that is
entered in section 5, whire all lenders should know this fact without
exception.

General; sections Numbers 7 -' lo, The certif ication Lines, The
Preparer Information And Schedute A:

Each section must be completed in full and without error by the participant.
Field staff is not permitted to alter or add information in these sections. Each
data element in these sections forms part of the basis for the participant
certification. Alterations, no matter how slight, will void the participant's
certification. Enforcement of the certification becomes impractical or
impossible if altered by other than the participant or their authorized
representative.

Therefore, if any data is incomplete or staff determines that errors are
present, return the entire submission to the participant or therr preparer.

APPS prevents a participant from fi l ing a submission that is incomplete, but
there may be errors or omissions that f ield staff recognizes in the digitai
version of the PPC as welr (for example the previouJparticipation miy not
be complete or the organization structure is in error). These also must be
returned to the participant or their preparer (contact).

There are generally no exceptions.

specific Review; lncomplete disclosures and errors and omissions in data
required to complete Sections 7 - 10, the certif ication l ines. the nrenarer
information and Schedule A:

11



section 7: one of the valuable aspects of full implementation of the Apps
digital PPC was the imposition of high levels of consistency and accuracy of
disclosures. However, APPS imprementation highlighted that some
principals were not identified in paper submissions ls required by regulation.
Field staff must take active precautions to assure full disclosure of "ll
participants, principals and atfiliates in each entity that is required to
submit a PPC. This is true whether the ppc is submitted in paper or
digitally. All modern real estate transactions are complex and Handbook
4065.1 provides the following guidance to obtain additional information in all
cases where a complex organization exists:

The Handbook states; "ln situations where complex ownership (multiple
tiered) structures exist, a description of the ownership structure should be
submitted along with the HUD-2530. This description should preferably be
provided by an attorney representing the principal. The attorney shouio
supply this information on his or her stationery and be signed by the
attorney. For example, the ownership entity is a paftnership. Alt principals
in this Partnership must be listed on the HUD-2\30- fhl's is tier onie. lf anv
of these pincipals are Corporations or partnership.s, fhe principals in these
entities musf a/so be listed on the HIJD-2s30 -- fhis is tier two. lf any of the
pincipals listed in tier two are corporations or partnershps, the priicipals in
fhese enfifies must be listed on the HUD-2530 -- this is tier three,. principats
in a Partnership are all its General Partners, and its Limited paftners wiin a
25 percent or greater rnferesf."

Therefore, it is required that each applicant provide a clear organization
chart or description to the Program center with each ppc submission.
APPS generally controls for this by requiring disclosure of the organization
array (see APPS Tier Report). The tier report should be reviewed for
accuracy and completeness especially for participants' early digital
submissions.

The Handbook requires the organization charudescription be provided by
the attorney representing the principal, but you may also accept this data
from the principal on principal's stationery.

Section 8: Role of Each Principal in Project

This must be completed by the participant. lf the role does not make sense
within the confines of the transaction as it is understood, then have the
participant explain. lf the Project Manager and Program center Director are
satisfied with the explanation, attach the explanation to the Form HUD 2530
for the record. lf necessary have the Form HUD 2530 returned for
correction. A l isting of roles is in the Form HUD 2530 instructions Apps
requires this data be entered before the PPC can be submitted.



Section 9: Expected % ownership in the project

This section must be completed as it provides basic data for review of each
identified participant under the regurations. The instructions on Form HUD
2530 also require the participant to specify if the participant is a general or
limited partner (or other appropriate identifier as is customary foithe
business organization; LLC's, for example, have members and managing
members). APPS requires this data be entered before the ppc can be 

-

submitted. The Program center must assure the percentages are accurate.

section 10: Taxpayer ldentif ication Numbers (TlN) Must Be provided For
All lndividuals And Entit ies:

sometimes in the past, field office staff accepted paper form ppc,s without
Taxpayer lD's; most often this occurred when the TIN had been applied for,
but not received. The TIN must be presented at the time of submission;
there are no exceptions. Apps controls for this by preventing a submission
completion without a TIN for all participants.

Signatures Must Be ,,Live" And Not Out Of Date:

All individuals and entities must certify different aspects of the data
presented in the PPC. The signatures are to be original and dated within 6
months of the date of submission. Field staff must return any ppc
submitted that does not meet these standards. Apps controls for this by
requiring new certifications with each on-line submission.

Explanatory Letter Required if Any certification Language is altered by
the Participant:

Please remember to obtain a letter signed by the participant in every case
where the certifications have been altered in any way. Apps controls for
this by requiring an explanation entered in Apps prior to submission for any"NO" answer to the certification parts.

Preparer Information (Bottom of page)

The preparer's name and telephone contact information must be provided
and be legible.

P a q e 2 - S c h e d u l e A

Schedule A has 6 columns, Column 5 has three sections. In every case where the
previous participation of any principal or entity is not identical, then it is most
efficient if each participant has its/his/her own Schedule A. Do not allow mixinq of

f.

g .

h
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principals on a single Schedule A unless all their respective previous participation is
identical. ln the event of incomplete and/or erroneous data in Schedule A, ii is
recommended that Field staff return the submission (either digital or paper) and
require the participant correct the data.

Golumn 1 identif ies the name of the principal and if there are several parties with
identical previous participation the names must be listed in alphabetical order for
ease of review.

Column 2 l ists all properties in which the principal in Column t has participated in
the past. There is specific information (property lD (e.g., FHA or Section b contract
number), propefi name, city location and government agency involved, if other
than HUD) to be provided for each project and when that information is not
provided, the Program Center staff must review the omissions with the principal.
The Program Center staff must return the entire PPC (either paper or digital) to the
participant or their representative for completion. For paper forms only, the
Program center Director may agree to accept and review replacement paper
pages, although this is not recommended.

Column 3 lists the role the principal identified in Column 1 plays in the properry
identified in Column 2. The participation period from and to dates must also be
presented. When all information is not provided, the Program Center staff must
review the omissions with the principal. The Program Center staff must return the
entire PPC (either paper or digital) to the participant or their representative for
completion. For paper forms only, the program Center Director may agree to
accept and review replacement paper pages, although this is not recommended.

Gofumn 4 must be completed for all insured, HUD held, and 2021811 loans. This is
where the Program Center staff will be alerted to significant events that require
review in HQ, PPSD1. This column must be completed for each HUD and FHA
related loan on the property identif ied in Column 2. The choices are: current, in
default, assigned and foreclosure at the time of the ppc submission2. For
properties without a HUD/FHA loan, the proper entry is NA. When all information is
not provided, the Program Center staff must review the omissions with the principal.
The Program Center staff must return the entire PPC (either paper or digital) to the
pafticipant or their representative for completion. For paper forms only, ftre
Program center Director may agree to accept and review replacement paper
pages, although ihis is not recommendeo.

' Every default, assignment, and foreclosure should have an associated Previous Participatron Flas
in APPS
' If the principal's period of participation as shown in Coiumn 3 ended prior to the date of the
present PPC submission, the status in column 4 is as of the last date in the participation neriod.



For each indication of default, foreclosure, assignment the project manager must
review the APPS flag report and determine if the flag was placed and if in" nag
was resolved or absolved. lf the flag was placed and either resolved or absolv6d,
the Project Manager may treat that single event as a non-critical finding. Otherwise
follow the instruction in the Handbook and on the 2530 form.

Column 5 deals with all property defaults at any time during the participation period
in column 3. All defaults are to be reported, not just those issociated with a HUD
or FHA loan; contract and regulatory defaults are included. For each indication of
default, foreclosure, assignment, the Project Manager should review the AppS flag
report and determine if the flag was placed and if the flag was resolved or
absolved. lf the flag was placed and either resolved or absolved, the project
Manager may treat that single event as a non-crit ical f inding. Otherwise, follow the
instruction in the Handbook and on the 2530 form.

Column 6 l ists the last physical inspection and management review of record. The"or" in the column heading is only operative where both monitoring tools have not
been performed. In most cases, there should be both an inspeciion and
management review rating. lf not provided, the Program Center staff must review
the omissions with the principal. The Program Center staff must return the entire
PPC (either paper or digital)to the participant or their representative for completion.
For paper forms only, the Program Center Director may agree to accept and
review replacement paper pages, although this is not recommended.

Finally at the bottom of page 2, there is an area for HUD processing, this must be
completed and signed as prescribed. There are no exceptions.

lf there are questions concerning this memorandum, please email your questions
to the APPS mailbox AppsF24p@hud.qov and make the subject l ine read:-

Previous Participation Certif icate (PPC) Operating Procedures Submission Reviews
and Controls

Anachment
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{ilru"' U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPIVTENT
WASHINGTON, DC 2O4IO.8OOO

ASSISTANT SECRETARY FOR HOUSING-
FEDERAL HOIJSING COMMISSIONER

MEMORANDUM FOR:

JUL 1 I 2007

All Multifamily Hub Directors
All Multifamily Program Center Directors
All Multifamily Operations Offi cers

F R O M : lor Advisor to FHA Commissioner/Act inq
ecretary for Multifamily Housing

Programs, HT

SUBJECT: Previous Participation certif icate (ppc) operating procedures
Limited Liabil ity Corporate Investor

This memorandum supersedes the memorandum ent i t led,  "Previous part ic ipat ion
Certif lcate (PPC) Operating Procedures Limited Liabil ity Corporate lnvestor" dated June
2 1 , 2 0 0 7

The President recently signed into law the Preservation Approval process
lmprovement Act of 2007. This law requires the Department to take certain actions in
regard to the Previous Participation operating procedures unti l HUD submits the proposed
new rule to the House and Senate authorizing committees for review. The proposed rule
is undergoing review and wi l l  be publ ished and implemented as soon as possible.  The
proposed rule wil l be published in the Federal Reqister with the appropriate comn-rent
per iod.

ln summary,  the law requires HUD to suspend immediately al l  f i l ing requirements
for l imited l iabil i ty corporate investors who own, or expect to own, an interest in entit ies
which have received or are expected to receive Low-lncome Housing Tax Credits under
section 42 of the lnternal Revenue Code. The law also directs HUD to suspend
mandatory electronic fi l ing of previous participation certif icates.

This memorandum provides instructions and reporting requirements regarding
implementation of the law as it relates to Limited Liabil ity Corporate investors and
streamlines the ear l ier  guidance fol lowing addi t ional  review and consul tat ion wi th the Hub
Directors.

'&^X
Jobfi t. Garvin, Se
6prty Assistary{

rvrvrr'. h u d.gol' c s p e n o l . h u d . g o r



ldentif ication ?l ited Liabiritv corporate
Investors (LLCI)

The Field office wil l request from each entity which claims to be a l imited l iabil i ty corporateinvestor the following certification:

! '-Ntme of Authorized Siqner, am authorized to certify to each and every item statedbelow.

I certify that Name of LLC is:

a' An eligible l imited l iabil i ty corporate investor as noted in the preservation
Approval Process lmprovement Act of 2OO7 and as defined herein;

b.  lnvest ing in which made a comptete
application to the State Tax Credit Agency 1fC4) to receive Low-rncome
Housing Tax Credits under Section 42 of ihe Internal Revenue Cooe or to
which the TCA issued an allocation or letter of intent to allocate Low-lncome
Housing Tax Credits under Section 42 of the Internal Revenue Code;

c. A company organized under a State l imited l iabil i ty company statute, an
investor corporation, an investor l imited partnership, or an investor l imited
liabil ity l imited partnership; and

d. An investor with l imited or no control over routine property operations or HUD
regulatory and/or contract compliance, even if the investor may take control
(albeit not routine or repetit ive control) of the ownership entity or assume the
operating responsibil i t ies in the event of the default of the oplrating partner or
upon specific events all defined under the investment contracUagreement.

I further certifythat should any of the facts that support the certif ications above cnange or
the company for which this certif ication is made withdraws from participation in the
owner/mortgagor,  I  wi l l  not i iy  HUD immediately providing ful l  d isclosure and explanat ion of
the change(s).

S i n n o d ' Date.

LJc t  LC.
A n n r n r r o d '

(Field Office Hub/PCD Director)



1' In order to know which entit ies in the ownership entity may be qualif ied LLCls, thefield office must review the contents of the owner/mortg, jo, orga;ir.tion chart andobtain the above certification from each LLCr entity, *lii"[ hold"s any interestgreater than25% in the ownership entity. The fleld office rrriiirest theorganization chart or description of the ownership entity from the operatingprincipal (the general partner, managing member, majority/controll ing stockholder,board chairperson, etc). The Handbool allows for such information to come fromthe principal's attorney.

2' once an entity provides a complete, signed certif ication as described above, thefield offlce Hub or PC Director wil l couniersign on tr.ru certif lcation below the LLCIsignatory' The Hub or PC Director wil l issuJ a letter which names the LLCI entity,the person who signed on behalf of the LLCI entity, the full address of record of theLLCI entity' the proposed ownership interest in the owner (a percentage owned inthe owner entity; see exhibit 1 for an example) and states in.t tn" entity wil l not berequired to fi le a PPC submission in accordance with the preservation ApprovalProcess lmprovement Act of 2007 . A copy of the letter and certif ication wil l beretained in the docket f i le for the propefi and a copy sent to the office of AssetManagement in HQ, Attent ion:  PPSD Ho .opius must be dispatched at  the endof each week.

3' Where an entity is determined not to qualify as an LLCI, the field office wil l issue aletter which names the LLCI entity, thre person *ho .,gn"d on behatf of the LLCIentity, the full address of record of the LLCI entity, the propos"o o*n"rrhip interestin the owner (a percentage owned in the owner entity; see exhibit 1 for details) andstates that the entity does not qualify as an LLCI and must; therefore, complete allPPC submission requirements Provide a brief explanation of reason(s) they do notqualify' A copy of the letter and certif ication (if received) wil l be retained in thedocket file for theproperty and a copy sent to the office of Asset 1rt"nugun..,ent inHQ' Attent ion:  PPSD HQ copies must be dispatched at  the end of  each week.

l f  there are any quest ions concerning this memorandurn,  e-mai l  yo.ur questrons toJames E. Col l ins ( james.e.col l ins@hud.gov)

Attachments



Exhibi t  1 (revised)

Determining the LLCI percentage of  ownership (refer to Figure 1 below)

Assume first that the ownership entity comprises 1oo% of the total interests available.Assume next that  the operat ing part ic ipant (e.g. ,  general  partner,  managing member,  etc.)has a 1 % interest in the total 1 O0% available. Assume last the ', l imited 
["rtn"rr"control/own the remaining 9g% interest.

Tier one comprises the GP and the l imited partner. Other tiers are created in two wavs:

1.  Via a pass through ent i ty,  and/or

2. Via a transaction where another entity provides investment fundino.

Refer to Figure 1 below

ABC Lirnited Partnership is the 100% owner of the project.

Tier 1;  ABC l ,  INC owns 1o/o and ABC LLC owns gg%.

Tier 2;  Sereni ty LLC (a pass thru) owns
(a pass thru) Owns '1 00% of ABC LLC.
Partnership.

100% of the stock in ABC l ,  lnc and ABC LLC l l
ABC LLC ll owns 99% of ABC Limited

Tier 3;  Andrew, Barbara,  and Clyde own respect ively 24%,26% and 50% of Sereni ty LLC.Barbara and Clyde must f i le a PPC, Andrews does not.  ABC l l l  LLC is the 1% interest
manag ing  member  o f  ABC LLC,  l l ,  wh i le  ABC Fund l l ,  LLC owns g0% of  ABC LLC,  l l .
ABC l l l  LLC owns 0.9% (0.01 x 0.99 = 0.009) of  ABC Limited partnership and is amanaging member,  ABC Fund l l ,  LLC owns 79% (0.g0 x 0.gg = 0.7g2) of  ABC LimitedPartnership.



F i n r  r r a  1I  r : r u r v  I

ABC Limited Partnershio

ABC I, INC.
G P  1 %

ABC LLC
99Yo Limtted Partner

ABC LLC, II
l00o Mernbcr and
Managing Member

Sereniry LLC
100% stock.l-rolder

ABC I I I  LLC
l9l. IvlM

ABC Fund I I .  I -LC
lJ0')/" Mcnrbcr
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OFFICL OF THE ASSISTAM SECRETARY

FOR HOUSINC.FEDERAL HOUSING COMMISSIONER

March 26,2007

MEMORANDUM FOR:

FROM:

SUBJECT:

U.S. DEPARTMENT OF HOTJSING AND T'RBAN DEVELOPMENT
WASHINGTON, D.C. 204 I GSOOO

All Multifamily Hub and program Center Directors
All Multifamily Operations Offi cers
All Multifamily Supervisors and Staff

yt)'rl'il
Beverly J. Mil ler, Director, Office of Asset Management, HTG

Active Partner Performance System (AppS) _ passive
Investor Previous Participation and Certification

To make the most efficient use of present regulatory authority, effective
immediately, multifamily staff and managers may review and approve previous

Participation Certificates in APPS submitted by passive investors using the guidance in
this memorandum. The Passive Investorl, which opts to follow this procedure for new
business, must have designated themselves as a Passive Investor in AppS and make
specific representation in APPS as described below.

REGISTRATION AND BASELINE

1. The Passive Investof (Pl) Company must be registered in APPS or already be

'  " lnvestment participants are passive investors in HUD participants. Investment participants do not have
operational or policy control or influence but only a passive financial interest in the participant
organization."
' When PI, Passive Investor, PI Company and Passive Investor Company are referred to, the Key
Principal is assumed to be included also.
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recorded in HUD systems (see APPS Participant Registration3 on the lnternet;

the URL is: https://hudapps.hud.qov/apps/part reg/apps040.cfm)

2. The Pl Company must obtain all necessary secure system identification after

Participant Registration is completed. (The Quick Tips guide briefly explains the

Coordinator and User Registration process in Step 2; guide is attached). Full

documentation regarding secure system identif ication is available at the following

URL:

http://www. h ud. gov/offices/reac/prod ucts/wass/wass_user_m an ua l.cfm
3. The Passive lnvestor must establish an APPS Baseline for each Pl Company or

person that meets the existing threshold of 25% interest in the ownership entity.
The minimum data in the baseline must be the full disclosure of the data reouired
for the Pl Company, including all addresses, contact and taxpayer identif ication.

In addition, the Pl Company must fully disclose the identity of at least one
individual Key Principala, including all addresses, contact and taxpayer

identif ication. ' ) i ' l . r  t ( r  t t i t t t /  
J t  

'  t  i  /

4. The Pl Company and its Key Principal, at their option, need not l ist or discrose
.,, previous participation in their baseline. lf the company and/or Key Principal opt
ri ' '  to not disclose previous participation they should indicate "No Previous

Participation" in APPS and in the Baseline comments section enter; "(insert

Name of Pl Companv or Pl Kev Principal) is a Passive Investor as defined by

HUD'. HUD fleld offices wil l treat such entries as complete.

APPS PROPERTY SUBMISSIONS

The Pl Company property submission(s) must include all required entries

except as described herein.

A Pl Company must disclose full identif ication data in APPS for each

'  The PI should not confuse APPS Participant Registration with the need to obtain secure system access
a.k.a. requesting appropriate coordinator and/or user identif ication. These are two separate and distinct
DTOCESSES.
i  Key Principal is a natural person that a principal of the company and/or affi l iate and who has authority
to legally bind the company in contracts and normal business dealings including dealings with HUD.
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property submission, including TIN/SSN, but may opt to supply information
only for the Pl Company and a single Key Principal (no other officers,
directors or stockholders names or interests need be disclosed).

3. The Pl Company and its Key principal may opt to indicate no previous
participation. In this case the comments section in the E2530 property
submission, must state; " (insert Name of Companv) is a passive Investor
as defined by HUD and has opted to not provide information in this area., '

Field Office Step-by-Step Review

a. Look at the role of the participant on the E2530. lf a participant claims the
Passive Investor role, then the remainder of the steps below should be
followed without deviation or change. lf the role claimed in AppS is any
other than passive Investor, Do Nor use the procedures in this
memorandum; follow all normal E2530 processing steps.

b. Review the comment section on the property submission E2530 and make
sure that it states: "Nam@.E-[y 

is a Passive Investor as defined by
HUD.

c. Review the participant certiflca tion (24 cFR 200.21g) on the E2530. tf the
participant opted to use this guidance it may have marked "no" for ail or
some of the required certif lcations. lf the company claims a passtve
investor role; he/she must have entered the following comment in AppS
for each negative certif ication (No answer) - "(insert Name of Comoanv)
is a Passive Investor as deflned by HUD".

d. The Passive Investor's Key Principal must also provide all required entries
in APPS including his/her ssN, name, address, t if le, etc. noting as
required the comment "participant in this submission is the Key principal
of (insert Name of Companv). which is a Passive Investor as defined bv
H U D . '

lf there are any questions, contact the Policy and Participation Standards
Division in HQ at202-708-1320.


