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Electronic 2530 Deadline Looms

As reported in previous Alrss, HUD has implemented its APPS (electronic 2530
submission) system. While clients continue to report software problems, some have been
able to complete the process.

At the same time, the new guidance changes accompanying the APPS rules are chilling
investor participation. This guidance eliminated the so-called “three-tier rule.” As such, large,
multi-tiered, publicly traded entities are faced with inputting potentially huge amounts of
data about far-flung corporate structures—with little connection to the HUD-assisted
investment and questionable cost-benefit to the investor or HUD.

Many participants have had difficulties in filing 2530s under APPS and HUD has issued
extensions for paper submissions, currently through the end of April 2006.

If you have not completed the APPS process, it is CRITICAL that you file paper 2530s
during this window for any transactions you think you may be involved with. In addition,
you should continue to work on getting an active 2530 profile into APPS. If you are
encountering difficulties with APPS, please call Monica Sussman, Richard Price, or
Anthony Ruvolo to report those problems, so we can make sure HUD is aware of the
issues. There is no additional extension for paper 2530 filings at this time.

Rural Housing Issues Series of NOFAs and New
Restructuring Demo Program

The Rural Housing Service has issued a series of notices of funding availability (“NOFA”) in
the federal register today, March 20®. Each NOFA has its own deadline and selection
requirements but take together they form a unified implementation of RHS’ budget and
agenda. The NOFAs implement anticipated funding for the Section 515 rural multifamily
loan program, and the Sections 514 and 516 farm-labor housing programs. One NOFA also
contains procedural updates for coordination with local priorities across the board, including
the 538 program, which is subject to an earlier NOFA.

In addition, there are two NOFAs for new efforts, one for the Section 515 revolving loan
demonstration, and another for Section 533 housing preservation grants. These will help
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implement efforts to create preservation tools that RHS badly needs.

There is also a NOFA for the new $16-million rural-housing voucher program. This
program is authorized through RHS, but administered through HUD. The inter-agency
agreement appears to provide that the rural voucher will largely function like Section 8
vouchers but with additional restrictions, such as, they must be tenant-based with no project

basing.

However, perhaps the most exciting news was released in RHS’s March 16 NOFA, which
implements a new program for restructuring Section 515 mortgages. This NOFA
implements provisions in the U.S. Department of Agriculture’s 2006 Appropriations Act and
seeks applications for up to $172.951 million, with all but about $8 million for debt deferrals
(about $7.5 million for soft loans and the remainder for grants or 0% loans). RHS hopes to
use these mechanisms to revitalize up to 200 Section 515 properties with up to 5,400 units.
Applications are due by April 17, 2006, and funding must be obligated by September 29,
2006.

The NOFA contains a short application form to aid applicants. Submissions will be divided
into simple, moderate, and complex transactions. “Simple” consists of debt deferral only.
“Moderate” consists of a deferral and use of another RHS restructuring tool. “Complex”
includes the elements of the other submission types plus funding from a third party, such as
Section 538 loan guarantees. Debt deferrals may be for up to 20 years. The NOFA provides
a point-scoring system that RHS will use to judge applications.

HUD Issues Proposed Section 8 M2M Changes

In the March 14 Federal Register, HUD proposed regulatory changes to the Mark-to-Market
program, including changes to Section 8 renewal processing. Many of these changes are
technical clarifications of ongoing practices, such as a project processing through mark-to-
market is eligible for refinancing through the Section 223(a)(7) program. Other changes may
well prove positive, such as allowing compound interest on the HUD-held soft subordinate
debt created as a result of the mortgage restructuring process. Government loans that accrue
compound interest at the applicable federal rate are more likely to be included in basis for a
9-percent tax-credit transaction.

At least one change raises concern. These proposed rules seek to recast HUD’s
administrative appeals process. The Multifamily Assisted Housing Reform and Affordability
Act (MAHRAA), which authorized the mark-to-market program, forbids taking appeals of
most HUD mark-to-market decisions to court. The new rules would provide an
administrative appeal process with significant limitations on the information an owner can
submit, even prohibiting new information if HUD feels it could have been raised at an
earlier stage. Comments are due May 15, 2006, and can be submitted to
http://www.regulations.gov (refer to Implementation of Mark-to-Market Program
Revisions, RIN 2502-AH86, Docket No. FR-4751-P-01; HUD 2006-0003).

If you have any questions about the content of any of the above articles, please
contact the author, Richard Price, at rprice@nixonpeabody.com or 202-585-8716.

20f3



Affordable Housing Team

Please feel free to call or e-mail (emailname@nixonpeabody.com) any of
the Affordable Housing team members listed below.

ATTORNEY

Paul E. Bouton

Arlo M. Chase
David P. Corsi

Gary R. Eisenman
Harry J. Kelly

John L. Kelly
Randall Kelly
Joseph Lynch
Richard M. Price
Michael H. Reardon
Anthony D. Ruvolo
Jeffrey W. Sacks
Alexandra Stefanovic
Monica H. Sussman
Patrice Hattis Talbott
Dwayne M. Toliver
Stephen J. Wallace

Justine E. Wilcox

E-MAIL NAME

pbouton
achase
dcorsi
geisenman
hkelly
jkelly
rkelly
jilynch
rprice
mreardon
aruvolo
jsacks
astefanovic
msussman
ptalbott
dtoliver
swallace

jwilcox

PHONE

617-345-1240
212-940-3758
415-984-8426
212-940-3722
202-585-8712
212-940-3790
202-585-8760
212-940-3717
202-585-8716
202-585-8304
202-585-8820
617-345-1056
202-585-8158
202-585-8833
202-585-8729
202-585-8852
202-585-8714
202-585-8745

Visit our website at nixonpeabody.com

W710434.1

Albany, NY
30 South Peatrl Street
518-427-2650

Boston, MA
100 Summer Street
617-345-1000

Buffalo, NY
40 Fountain Plaza, Suite 500
716-853-8100

Garden City, NY
990 Stewart Avenue
516-832-7500

Hartford, CT
185 Asylum Street
860-275-6820

Los Angeles, CA
555 West Fifth Street, 46th Floor
213-533-1050

Manchester, NH
889 Elm Street
603-628-4000

New York, NY
437 Madison Avenue
212-940-3000

Orange County, CA
2040 Main Street, Suite 850
949-475-6900

Palm Beach Gardens, FL
4400 PGA Boulevard, Suite 900
561-626-3011

Philadelphia, PA
1818 Market Street
215-246-3520

Providence, RI
One Citizens Plaza
401-454-1000

Rochester, NY
1100 Clinton Square
585-263-1000

San Francisco, CA
Two Embarcadero Center
415-984-8200

Washington, DC
401 9¢th Street, NW, Suite 900
202-585-8000



