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MEMORANDUM FOR: All Multifamily Hub and Program Center, Multifamily
Operations Officers, Multifamily Staff and Supervisors,
Owners, Management Agents, Mortgagees and other
Participants in HUD Programs

FROM: Brian D. Montgomery, Assistant Secretary for Housing
— Federal Housing Commissioner, H

SUBJECT: Active Partner Performance System (APPS) Electronic
Filing

Effective immediately and through April 30, 2006, participants in HUD programs
may file previous participation clearance applications, HUD Form 2530 either in paper
form or via the Active Partner Performance System (APPS). Hub and Program Center
Directors are responsible for informing participants of this option. HUD is
processing a formal notice of this option. This memorandum allows a final period in which
participants may choose either a paper or electronic method to file applications for
participant clearance.

Background

The Active Partner Performance System (APPS) was implemented on
October 12, 2005. The implementation followed a regulatory rule making process where a
proposed rule was published in May 2004. Comments were received and a final rule was
published on April 13, 2005. All participants are required to use APPS to make requests
for participation clearance; there are no exceptions in our regulations. Applicants who
cannot obtain a participation clearance may lose an opportunity to complete a pending
business transaction. A transition period of an additional 6 months was provided in the
final rule to allow participants to complete input of baseline data to the HUD systems and,
if not already accomplished, to acquaint themselves with the full system operations. An
additional period was allowed from October 28, 2005 through November 30, 2005 during
which participants could choose either a paper or electronic application method.

Manuals needed to operate the system, a tutorial and a “quick start guide” have
been continuously available and updated on the HUD Internet web site since the proposed
rule was published in 2004. Staff in Housing has addressed multiple audiences about the
system and its requirements since 2001.
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At this time HUD knows of no specific systemic issues that might stand in the way
of any participant entering data or applying for clearance. However, there have been
broad statements made about general functionality (slow, frequent timeouts, etc.), which
allegedly are impacting the business process of some participants (however, the
Department knows participants who have indeed accomplished the process of baseline
creation and application on line). The Department is undertaking a further review to rule
out any systemic issues in the application or the subsystems serving it.

The Department while taking this step will allow this further option period during
which participants may choose either paper or electronic applications for participation
clearance. Barring the discovery of a significant system or infrastructure problem, the
Department does not intend to offer this option again. The Department expects that all
participants diligently pursue completion of their participant baseline information during the
next 90-120 days. After this period, participants who cannot meet the regulatory
requirements will need to postpone further applications for clearance until they can do so
through the online Active Partner Performance System (APPS).

There are always upgrades and improvements to be made to any computer
application, and as issues arise they are identified and resolved. This process is ongoing
and is not considered cause for alteration of the normal business processes.

Regulations

The regulations at 24 CFR, 200.217 state:
Sec. 200.217 Filing of previous participation certificate on prescribed form.

(a) Effective October 11, 2005, or on such later date as may be allowed by HUD, all
principals in HUD multifamily mortgage and project based subsidy programs must
submit an electronic Previous Participation Certificate (form HUD-2530) via HUD's
secure web server as a condition prerequisite to new or revised participation. Prior to
this date, principals are required to file form HUD-2530 as a condition prerequisite to
new or revised participation. Filing requirements are as prescribed by the Assistant
Secretary for Housing-Federal Housing Commissioner at the occurrence of any of
the events below:

This passage states clearly that HUD may alter the effective date and that the filing
requirements are as prescribed by the Commissioner.

In order to accommodate participants and to reduce or eliminate the effects of
unforeseen and unpredictable problems, participants will be provided an option to apply for
required participation clearances either in paper form or via APPS.

! HUD granted an extension for paper applications through November 30 2005.



The term of the option period is through April 30, 2006. Effective after
April 30, 2006, all participants in HUD multifamily mortgage and project based subsidy
programs must submit an electronic Previous Participation Certificate (form HUD-2530) via
HUD's secure web server as a condition prerequisite to new or revised participation.
Providing this option should not be construed in any way to change any other portion of
HUD regulations other than as stated herein.

All participants in Multifamily Programs are reminded that failure to register and
complete the data input required by APPS will restrict new and revised participation until
after system inputs are completed. Introductory and explanatory information, including a
system tutorial, are available on HUD’s Internet Site at:

http://mww.hud.gov/offices/hsg/mfh/apps/appsmfhm.cfm

Questions concerning this Notice should be directed to Kimberly Munson in the
Office at Asset management at 202-708-1320. This notice should not be construed in any
way to change any other portion of the regulations other than the extension granted
herein.
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