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VIRGINIA REGISTER

The Virginia Register is an official state publication issued
every other week throughout the year. Indexes are pubiished
quarterly, and the last index of the vear is cumulative.

The Virginia Register has several functions. The full text of all
regulations, both as proposed and as finally adopted or changed
by amendment are required by law to be published in the
Virginia Register of Regulations.

In addition, the Virginia Register is a source of other
information about state government, including all Emergency
Regulations issued by the Governor, and Executive Orders, the
Virginia Tax Bulletin issued periodically by the Department of
Taxation, and notices of all public hearings and open meetings of
state agencies.

ADOPTION, AMENDMENT, AND REPEAL OF REGULATIONS

An agency wishing to adopt, amend, or repeal regulations must
first publish in the Virginia Register a notice of proposed action;
a basis, purpose, impact and summary statement, a notice giving
the public an opportunity to comment on the proposal, and the
text of the proposed regulations.

Under the provisions of the Adminisirative Process Act, the
Registrar has the right to publish a summary, rather than the full
text, of a regulation which is considered to be too lengthy, In
such case, the full text of the regulation will be available for
public inspection at the oifice of the Registrar and at the office
of the promulgating agency.

Following publication of the proposal in the Virginia Register,
sixty days must elapse before the agency may take action on the
proposal.

During this time, the Governor and the General Assembly wiil
. review the proposed regulations. The Governor will transmit his

comments on the regulations to the Registrar and the agency and
such comments will be published in the Virginia Register.

Upon receipt of the Governor's comment on a proposed
regulation, the agency (i) may adopt the proposed regulation, if
the Governor has no objection to the regulation; (ii) may modify
and adopt the proposed regulation after considering and
incorporating the Governor’s suggestions, or (iii) may adopt the
regulation without changes despite the Governor's
recommendations for change.

The appropriate standing committee of each branch of the
General Assembly may meet during the promulgation or final
adoption process and file an cbjection with the Virginia Registrar
and the promulgating agency. The objection will be published in
the Virginia Register. Within twenty-one days after receipt by the
agency of a legislative objection, the agency shall file a response
with the Registrar, the objecting legislative Committee, and the
Governor

When final action is taken, the promulgating agency must again
publish the text of the regulation, as adopted, highlighting and
explaining any subsiantial changes in the final regulation. A
thirty-day final adoption peried wiill commence upon publication in
the Virginia Register.

The Governor will review the final regulation during this time
and if he ohjects, forward his objection to the Registrar and the
agency. His objection will be published in the Virginia Register. If
the Governor finds that changes made to the propesed regulation
are substantial, he may suspend the regulatory process for thirty
days and require the agency to solicit additional public comment
on the substantial changes.

A regulation becomes effective at the conclusion of this
thirty-day final adoption peried, or at any other later date
specified by the promulgating agency, unless (i) a legislative
objection has been filed, in which event the regulation, unless

- withdrawn, becomes effective on the date specified, which shail

be after the expiration of the twenty-one day extension period; or
(ii} the Governor exercises his authority io suspend the regulatory
process for solicitation of additional public comment, in which
event the regulation, unless withdrawn, becomes effective on the
date specified which date shall be after the expiration of the
period for which the Governor has suspended the regulatory
process.

Proposed action on regulations may be withdrawn by the
promulgating agency at any time before final action is taken.

EMERGENCY REGULATIONS

If an agency determines that an emergency situation exists, it
then requests the Governor to issue an emergency regulation. The
emergency regulation becomes operative upon its adoption and
filing with the Registrar of Regulations, unless a later date is
specified. Emergency regulations are limited in time and cannot
exceed a twelve-months duration. The emergency regulations will
be published as quickly as possible in the Virginia Regisfer.

During the time the emergency status is in effect, the agency
may proceed with the adoption of permanent regulations through
the usval procedures (See “Adoption, Amendment, and Repeal of
Regulations,” above). If the agency does not choose to adopt the
reguiations, the emergency status ends when the prescribed time
lirnit expires.

STATEMENT

The foregoing constitutes a generalized statement of the
procedures to be followed. For specific stateiory languape, it is
suggested that Article 2 of Chapter 1.1:1 (§§ 9-6.14:6 through
9-6.14:9) of the Code of Virginia be examined carefully.

CITATION TO THE VIRGINIA REGISTER

The Virginia Register is cited by volume, issue, page number,
and date. 1:3 VAR, 75-77 November 12, 1984 refers {o Volume 1,
Issue 3, pages 75 through 77 of the Virginia Register issued on
November 12, 1984,

“The Virginia Register of Regulations” (USPS-001831) is
pubtished bi-weekly, except four times in January, April, July and
October for $100 per vear by the Virginia Code Commission,
General Assembly Building, Capitol Square, Richmond, Virginia
23219. Telephone (804) 786-3501. Second-Class Postage Rates Paid
at Richmond, Virginia. POSTMASTER: Send address changes to
the Virginia Register of Regulations, 910 Capitol Street, 2nd Floor,
Richmond, Virginia 23218.

The Virginia Register of Regulations is published pursuant to
Article 7 of Chapter 1.1:1 (§ 9-6.14:2 et seq.) of the Code of
Virginia, Individual copies are available for $4 each from the
Registrar of Regulations.

Members of the Virginia Code Commission: Dudley J. Emick,
Jr., Chairman, J. Samuel Glassceck, Vice Chairman; Russell M.
Carneal; Joseph V. Gartlam, Jr.; John Wingo Knowles; Gail S.
Marshall; E. M. Miller, Jr; Theodore V. Merrison; William F.
Parkerson, Jr.; A. L. Philpott.

Staff of the Virginia Register: Joam W. Smith, Registrar of
Regulations; Ann M. Brown, Deputy Registrar of Regulations,
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NOTICES OF INTENDED REGULATORY ACTION

Symbel Key {
t Indicates entries since last publication of the Virginia Register

STATE AIR POLLUTION CONTROL BOARD
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Air Pollution
Control Board intends to consider amending regulations
entitled: VR 128-05. Reguiatipms for the Contrel amd
Abatement of Air Pollution. The purpose of the proposed
standards (Rule 4-4, Appendix P) is to require the
owner/operator of a specified source to limit VOC and
NOx emissions to a level resultant from the use of
reasonably available control technology and necessary for
the protection of public health and welfare. The purpose
of the proposed reporiing regulation (§ 120-02-31) is to
require the owner/foperator to report the levels of
emissions from the source in order to assess compliance
with emission and air quality standards.

A public meeting will be held on November 13, 1991, at
10 am. in House Commiitee Room 1, State Capitol
~ Building, Richmond, Virginia, to receive input on the
- levelopment of the proposed regulation.

Statutory Authority; § 10.1-1308 of the Code of Virginia.

Written comments may be submitted until November 13,
1891, to Director of Program Development, Department of
Air Pollution Control, P. 0. Box 10089, Richmond, VA
23240,

Contact: Ellen P. Snyder, Policy Analyst, Depariment of
Air Pollution Contrel, P. 0. Box 10083, Richmond, VA
23240, telephone (804) 788-0177.

Meotice of Intended Regulatory Action

Notice 15 hereby given in accordance with this agency’s
public participation guidelines that the State Air Pollution
Conirol Board intends to consider amending regulations
entitled: VR 120-01. Regnlations for the Ceontrol and
Abatement of Air Pollation. The purpose of the proposed
amendment to Part VIII is to require the owner of the
proposed new or expanded facility to provide such
information as may be needed to enable the agency to
conduct a preconstruction review in order to determine
compliance with applicable new source performance
standards and to assess the impact of the emigsions from
the facility on air guality. The amendment also provides
the basis for the agency's final action (approval or
disapproval) on the permit depending upon the results of

" the preconstruction review.

o A public meeting will be held on December 19, 1991, at

10 am. in House Committee Room 1, State Capitol
Building, Richmond, Virginia, to receive input on the
development of the proposed regulation.

Statutory Authority: § 10.1-1308 of the Code of Virginia.

Written comments may be submitted until December 10,
1891, to Director of Program Development, Department of
Air Pollution Control, P. 0. Box 10089, Richmond, VA
23240,

Comtact: Nancy S. Saylor, Policy Analyst, Department of
Air Pollution Control, P. 0. Box 10089, Richmond, VA
23240, telephone (804) 786-1249,

Notice of Intended Reguiatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Air Pollution
Control Board intends f{o consider amending regulations
entitled: VR 128-01. Regulations for the Contrel and
Abatement ef Air Pellutien. The purpose of the proposed
amendment to Rule 4-37 is to require the owner/operator
of a petroleum liquid storage and transfer facility to install
and operate a vapor control and recovery system for VOC
emissions, such that resuliant ozone concentrations in the
ambient air may be reduced to levels which are necessary
for the protection of public health and welfare.

A public meeting will be held on December 11, 1991, at
10 am. in House Commiitee Room 1, State Capitol
Building, Richmond, Virginia, to receive input on the
develepment of the proposed regulation.

Statutory Authority: § 10.1-1308 of the Code of Virginia.

Written comments may be submitted until December 11,
1991, to Director of Program Development, Department of
Air Pollution Control, P. 0. Box 10089, Richmond, VA
23240,

Contact: Elien P. Snyder, Policy Analyst, Division of
Program Development, Department of Air Pollution
Control, P. 0. Box 10089, Richmond, VA 23240, telephone
(804) 786-0177.

DEPARTMENT OF CORRECTIONS (STATE BOARD OF)
Netice of Intended Regulatory Action
Notice is hereby given in accordance with this agency's

public participation guidelines that the Board of
Corrections intends to consider amending regulations
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Notices of Iniended Regulatory Actien

entitled; VR 230-30-005, Guide for Minimum Standards in
Design and Censtruetion of Jail Facilities. The purpose of
the proposed action is fo establish minimum standards for
jail construction and renovation in order to qualify for
state reimbursement of allowable construction costs.

Statutory Authority: §§ 53.1-5 and 53.1-68 of the Code of
Virginia.

Written commenis may be submitted until November 1,
1981,

Contaet: Mike Howerton, Chief of Operations, Community
Corrections, 6900 Atmore Drive, Richmond, VA 23225,
telephone (804) 674-3251.

Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the Board of
Corrections intends fto consider amending regulations
entitled: VR 236-30-988. Regulations for State
Reimbursement ef Local Correctional FaciHty
Construction Costs. The purpose of the proposed action is
to establish pguidelines in the evaluation of local
correctional facilities request for stale reimbursement of
facility consiruction costs and to establish priorities for
construction funds availabie.

Statutory Authority: §§ 53.1-5 and 53.1-80 of the Code of
Virginia,

Written comments may be submiited until November 1,
1991.

Comntact: Mike Howerton, Chief of Operations, Community
Corrections, 6900 Atmore Drive, Richmond, VA 23225,
telephone (804) 674-3251.

DEPARTMENT FOR THE DEAF AND HARD OF
HEARING

Notice of Iniended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Department for the
Deaf and Hard of Hearing intends to comsider amending
regulations entitled: VR 245-62-61. Regulaiions Governing
Eligibility Standards and Application Precedures for the
Distributieor of Telecommunicatiens Equipment, The
purpose of the proposed action is to ensure department
ownership of telecommunications equipment which
individually has a vaiue or cost of $5,000 or more as per
criteria established by the Siate Comptroller’s Office and
the Department of Accoumts and t¢ update regulations as
needed. Consideration is being given to including an
expanded range of telecommunications equipment.

Statutory Authority: § 63.1-85.4 of the Code of Virginia.

Written comments may be submitted until Cctober 23;
1991.

Contact: Kathy E. Vesley, Depuiy Director, Department for
the Deaf and Hard of Hearing, Washington Building,
Capitol Square, 1100 Bank Street, 12th Floor, Richmond,
VA 23219-3640, telephone (804) 225-257¢ or ftoll-free
1-800-552-7917/TDD =

DEPARTMENT OF EDUCATION (STATE BOARD OF)
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Board of Education
intends to consider amending regulations entitled: VR
276-01-0012, Standards for Accrediting Public Schoels in
Virginia. The purpose of the proposed action is to provide
minimum standards to give guidance and direction to
assist schools in their continuing efforis t{o offer
educational programs to meet the needs, interests, and
aspirations of all students. The amendments are necessary
to reflect changes in the missions of the Board of
Education and the Departmeni of Education. The beard is
also adopting new goals as part of the Standards of
Quality.

Statutory Authority: §§ 22.1-19 and 22.1-253.13:3 (B) of the.
Code of Virginia. ;
Written comments may be submitted umntii December 30,
1991.

Contact: Ms. Lin Corbin-Howerton, Lead Policy Analysis,
Virginia Department of Education, P.O. Box 6Q, Richmond,
Virginia 23216, telephone (804) 225-2092, (804) 225-2543 or
toll-free 1-800-292-3820.

DEPARTMENT OF HEALTH (STATE BOARD OF)
1 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Board of
Health intends to consider amending regulations entitled:
Regulations Governing the Newborn Screening and
Treatment Program. The purpose of the proposed action
is to include diseases of newborn infants as specified in §
32.1-65 of the Code of Virginia, and to conform with the
latest medical and public health standards.

Statutory Authority: § 32.1-12 and Article 7 (§ 32.1-65 et
seq.) of Chapter 2 of Title 32.1 of the Code of Virginia.

Written comments may be submitted until November 8,
1991.

Contact: Cecilia E. Barbosa, Director of Planning and
Evaluation, Division of Maternal and Child Health, Virginia

Virginia Register of Regulations
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Notices of Intended Regulatory Action

Department of Health, 1500 East Main Street, Room 137,
Richmond, VA 23218, telephone (B04) 786-7367.

VIRGIMNIA HEALTH SERVICES COST REVIEW COUNCIL
T Netice of Intended Regniatory Actioen

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Virginia Health
Services Cost Review Council intends to consider amending
regulations entitled: VR 37¢-81-091. Rules and Regulations
of the Virginia Health Services Cost Review Couneil. The
purpose of the proposed action is to (i) amend § 6.1 of
the rules and reguiations to waive requirement of the
submission of a certified audited financial statement when
a mitigating circumstance exists; (ii) amend §§ 6.2 and 6.3
to state that neither a health care institution’s annual
budget submission nor any proposed modification to the
annuaily filed schedule of charges will be accepted for
review by the Council until the institution’s historical
filings and certified audited financial statement have been
filed with the Council; (iii) amend § 6.3.1 to include that
information regarding the annual survey of rates charged
must be provided for each individual health care
institution; and (iv) allow for the waiver of the $10 per
working day penalty for failure of a health care institution
to file a certified audifed fipancial statement if a
_ mitigating circumstance exists.

Statutory Authority: §§ 9-158(C), 9-163 and 9-164(2) of the
Code of Virginia.

Written comments may be submitted until November 21,
1981,

Contact: G. Edward Dalton, Deputy Director, 805 East
Broad Streef, 6th Floor, Richmoad, VA 23219, telephone
(804) 786-6371.

DEPARTMENT OF LABOR AND INDUSTRY
Apprenticeship Council
t Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the Apprenticeship
Council intends to consider amending regulations entitled:
VR 425-31-27. Regulations Governing the Administration
of Apprenticeship Pregrams in the Commonwealth of
Virginia. The purpose of the proposed action is to clarify
and strengthen the involuntary deregistration procedure of
apprenticeship programs by the Virginia Apprenticeship
Council.

Statutory Authority: § 40.1-118 of the Code of Virginia.

Written comments may be submitted until November 25,
1891
1

Contact: R. 5. Baumgardner, Director of Apprenticeship,
Department of Labor and Industry, Powers-Taylor Building,
13 South Thirteenth Street, Richmond, VA 23219, telephone
(804) 786-2381.

MARINE RESOURCES COMMISSION
1 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Marine Resources
Commission intends to consider promulgating regulations
entitled: Guidelines for Siting and Evalvating Sand and
Gravel Mining Operations in State-owned Subaqueous
Beds. The purpose of the proposed regulations is to
develop guidelines t0 be used by the public and regulatory
agencies in sifing and reviewing sand and gravel mining
operations where the materials will be extracted from
state-owned subaqueous beds.

Statutory Authority: §§ 62.1-3, 62.1-4 and 62.1-13.4 of the
Code of Virginia.

Written comments may be submitted until November 22,
1991.

Contact: Robert W. Grabb, Division Chief, Virginia Marine
Resources Commission, Habitat Management Division, P.O.
Box 756, Newport News, VA 23607-0756, telephone (804)
247-2252.

DEPARTMENT OF MEDICAL ASSISTANCE SERVICES
(BOARD OF)

7 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the Board of Medical
Assistance Services intends to consider amending
regulations entitled: VR 460.03-4.1940:1. Nursing Home
Payment System (PIRS): Special Care Services. The
purpose of the proposed action is to promulgate permanent
regulations to provide a comprehensive description of the
methods and standards used to establish rates for speciail
care services.

Statutory Authority: § 32.1-325 of the Code of Virginia.

Written commenis may be submitted until 430 p.m,,
November 4, 1991, to Scott Crawford, Reimbursement
Consultant, Department of Medical Assistance Services,
Division of Policy and Research, 600 E. Broad Street, Suite
1300, Richmond, Virginia 23219.

Contact:

Victoria P. Simmons, Regulatory Coordinator,

. Department of Medical Assistance Services, 600 E. Broad

Street, Suite 1300, Richmond, VA 23219, telephone (804)
786-7933.
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Notices of Intended Regulatory Action

t Notice of Intended Regulatory Action

Notice is hereby pgiver in accordance with this agency’s
public participation guidelines that the Board of Medical
Assistance Services intends to consider amending
reguiations entitled; Reimbursement Methodologies for All
Provider Types: Provider Appeals and Date of
Acguisition (Attachments 41% A, B, and D.J The purpose
of the proposed action is to (i) adopt a procedure to
permit state-owned or operated facilities to appeal their
reimbursement rates; (ii) define the “date of acquisition”
for revaluation of assets after a change of ownership of a
nursing facility.

Statutory Authority: § 32.1-325 of the Code of Virginia.

Writien commenis may be submitted until 4:30 p.m,
November 4, 1991, to Shelley Platt, Appeals Officer,
Depariment of Medical Assistance Services, Division of
Cost Settlement and Audit, 600 E, Broad Street, Suite 1300,
Richmond, Virginia 23218.

Contact: Victoria P. Simmons, Regulatory Coordinator,
Department of Medical Assistance Services, 600 E. Broad
Street, Suite 1300, Richmond, VA 23219, telephone (804)
786-7933.

BOARD OF MEDICINE
1 Netice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
Dpublic participation guidelines that the Board of Medicine
intends to consider promulgating regulations entitled: VR
465-11-01, Regulations Governing the Practice of
Acupuncturists. The purpose of the propesed action is to
comply with the mandate of the 1991 General Assembly’s
request to develop proposed regulations for the licensure
of acupuncturists in conformance with the provisions of
the 1891 Act, by December 1, 1992,

Statutory Authority; § 54.1-2400 of the Code of Virginia,

Written comments may be submiifed until November 21,
1991, to Hitary H. Connor, M.D., Executive Director, Board
of Medicire, 1601 Rolling Hills Drive, Richmond, Virginia
23229,

Contact: Eugenia K. Dorson, Deputy Executive Director of

Licensure, 160} Rolling Hills Drive, Richmond, VA 23229,
telephone (804) 662-9923.

DEPARTMENT ¢F MENTAL HEALTH, MENTAL
RETARDATION ARD SUBSTANCE ABUSE SERVICES
(BOGARD OF)

1 Notice of Withdrawal

The department is withdrawing the Notices of Intended

Regulatory Action published in 510 VAR. 1369-1373 -

February 13, 1989, for the following regulations:

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiatric Hospitals.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-13. Rules and Regulations for the Licensure
of Psychiatric Hospitals and Inpatient Substance Abuse
Facilities. ’

1 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-02-63, Rules and Regulations for the Licensurs of
Private Psychiatric Hospitals. The purpose of the
proposed action is to repeal these regulations whose
purpose is to establish the minimum licensure
requirements for psychiatric hospitals in order to protect
the health and safety of clients in such facilities and to
assure they receive services appropriate to meet their
identified needs.

Under current definitions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Healih, Mentat
Retardation and Substance Abuse Services 1s responsible
for the licensure of facilities and institutions providing
care or treatment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-03, Rules and Regulations for the Licensure of
Private Psychiatric Hospitals, became effective on May 1,
1978. They serve as the licensure regulations for
institutions such as psychiatric hospitals, mental hospitals,
psychiatric centers, psychiatric ingtitutes, psychiairic units
in general hospitals, inpatient psychiatric units in
community mental health centers and other privately
operated Tfacilities serving persons requirlng inpatient
psychiatric care.

These regulations are comprised of the following issues
which have impact on facilities subject to licensure:

Licensure procedure; rights of patients and residents;
physical facllity and safely regulations; organization
and management; psychiatric [facility general;
psychiatric facility services; personnel practices;
medical staff, admissions; diagnosis and treaiment;
emergency Services; nursing services; social work
service; psychological service; religious services;
laboratory service; radiological service; pharmacy;
medical records; education program; orientation and
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education,; dietary department,

It is the intention of the department to repeal: VR
470-02-03. Rules and Regulations for the Licensure of
Private Psychiatric Hospitals, as well as the following
regulations:

VR 470-03-01. Rules and Regulations fo Assure the
Rights of Patients of Psychiatric Hospitals and Other
Psychiatric Facilities.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-09. Rules and Regulations for the Licensure
of Outpatient Facilities.

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Faciliies,

Because these regulations were promulgated at ditferent
times since 1978, they differ greatly in structure,
procedural requirements, generic content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
efficiency and effectiveness of the department’s licensure
program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the intention of the
department to promulgate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally I,
Mentally Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of all
facilities and programs currenily licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
regulation will provide generic/core
applicable to all facility types and special requirements
. organized into moedules applicable to specific facility types.

requirements .

In accordance with this department’s public participation
guidelines, written comments on this proposal are
welcome. To assist in identifying problems and issues in
the current regulations and in the current licensure
process, the depariment will distribute a survey instrument
by mail to currently licensed facilities and other interested
parties at the time of this notice. Oral and written
commenis may also be presented at the following three
public meetings;

November 5, 1991, 10 am, - 1 p.m., Virginia Power
No, VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA.

November 7, 199L, 14 am. - 1 pam, City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., RoanoXe, VA,

November 12, 1991, 1¢ am. - 1 p.m. Auditorium,
Virginia Housing Development. Authority, 601 5.
Belvidere Street, Richmond, VA.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Written comments may be submitted until November 22,
1991.

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

1 Nstice sf Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
479-62-05. Rules and Regulations for the Licensure of
Substance Abuse Treatment and Rehabilitation Facilities.
The purpose of the proposed action is to repeal these
regulations whose purpose is to establish the minimum
licensure requirements for hospital based, medical
detoxification facilities, inpatient substance abuse facilities,
and similar inpatient facilities in order to protect the
health and safety of clients in such facilities and to assure
they receive services appropriate to meet their identified
needs.

Under current definitions in the Code of Virginia (37.1-179
et seq), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsible
for the licensure of facilities and institutions providing
care or treatment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-05, Rules and Regulations for the Licensure of
Substance Abuse Treatment and Rehabilitation Facilities,
hecame effective on January 1, 1980. On July 1, 1988, they
were repealed with respect to their applicability to all
programs except for inpatient hospital based substance
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treatment programs.

These reguiations are comprised of the following issues
which have impact on facilities subject to licensure:

Definitions; classification of facilities, licensure
procedures; patient rights; health and safety
regulations; space usage; sanitary, health and special
medical requirements; personnel practices; program
and services; special residential facility requirements;
record keeping; organization and management;
methadone facilities requirements.

It is the intentior of the depariment to repeal: VR
470-02-05. Rules and Regulations for the Licensure of
Substance Abuse Treatment and Rehabilitation Facilities,
as well as the following regulations;

VR 470-63-01. Rules and Regulations to Assuyre the
Rights of Patients of Psychiatric Hospitals and Other
Psychiatric Facilities.

VR 470-02-03. Ruies and Regulations for the Licensure
of Private Psychiatric Hospitals.

VR 470-02-07. Rules and Regulations for the Licensure
of Correcticnal Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Qutpatient Facilities.

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, generic content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
efficiency and effectiveness of the department’s licensure
program, the State Mental Health, Menial Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the intention of the
department to promulgate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Menfally Il,

Mentally Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of all
facilities and programs currently licensed pursuant {o the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
reguelation will provide generic/core requirements
applicable to all facility types and special requirements
organized into modules applicable to specific facility types.

In accordance with this department’s public participation
guidelines, written comments on this proposal are
welcome. To assist in identifying problems and issues in
the current regulations and in the current licensure
process, the depariment will distribute a survey instrument
by mail to currently licensed [acilities and other interested
parties at the time of this notice. Oral and wriiten
comments may also be presented at the following three
public meetings:

November 5, 1981, 10 am. - 1 p.m., Virginia Power
No. VA Headquariers, 12316 Lee Jackson Highway,
Fairfax, VA.

November 7, 1991, 10 am. - 1 pm., City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA.

November 12, 1991, 10 am. - 1 p.m, Auditorium,
Virginia Housing Development Authority, 601 §.
Belvidere Street, Richmond, VA.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Wrilten comments may be submitted until November 22,
1991.

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.0.
Box 1797, Richmond, VA 23228, telephone (804) 786-3473.

1 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-02-07. Rules and Regulations for the Licensure of
Correctional Psychiatric Facilities. The purpose of the
proposed action is to repeal these reguiations whose
purpose is to establish the minimum licensure
requirements for correctional psychiatric facilities in order
to protect the health and safety of clients in such facilities
and to assure they receive services appropriate (o meet
their identified needs,

Under current definitions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsible”
for the licensure of facilities and instifutions providing
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care or treatment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-07, Rules and Regulations for the Licensure of
Correctional Psychiatric Facilities, became effective on
April 30, 1986, They serve as the licensure regulations for
psychiatric units in correctional facilities under the
management and control of the Department of Corrections.

These regulations are comprised of the following issues
which have impact on facilities subject to licensure:

Definitions, legal base; licensing procedures; client
rights; physical facility and safety; health and safety
regulations; organization and management; psychiatric

facility - general; psychiatric facility services;
personnel practices; rehabilitation service (when
provided); personnel practices; professional staff;
admissions to psychiatric facility; diagnosis and

treatment; emergency services; nursing services; social
work service; psychological service; religious services;
laboratory service; radiological service; pharmacy
service; medgical records; dietary depariment (food
service).

It is the intention of the department to repeal: VR
470-02-07. Rules and Regulations for the Licensure of
Correctional Psychiatric Facilities, as well as the following
regulations:

YR 470-03-01. Rules and Regulations to Assure the
Rights of Patients of Psychiatric Hospitals and Other
Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiatric Hospitals.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-09. Rules and Regulations for the Licensure
of Qutpatient Facilities.

VR 470-02-10, Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, generic content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
" fficiency and effectiveness of the department’s licensure

program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the infention of the
department to promuigate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally 111,
Menially Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of all
facilities and programs currently licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
regulation will provide generic/core requirements
applicable to all facility types and special requirements
organized into modules applicable to specific facility types.

In accordance with this department’s public participation
guidelines, written comments on this proposal are
welcome. To assist in identifying problems and issues in
the current regulations and in the current licensure
process, the department will distribute a survey instrument
by mail to currently licensed faciiities and other interested
parties at the time of this notice. Oral and written
comments may also be presented at the following three
public meetings:

November 5, 1991, 10 am. - 1 p.m., Virginia Power
No. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA,

November 7, 1991, 10 am. - 1 pm, City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA,

November 12, 1991, 10 am. - 1 p.m., Auditorium,
Virginia Housing Development Authority, 601 S.
Belvidere Sireet, Richmond, VA.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Written comments may be submitted until November 22,
1991,

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

t Notice of Intended Regulatery Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
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470-02-08. Rules and Regoiatioms for the Licensure of
Supported Residemtial Programs and Residential Respite
Care/Emergency Services Facilities. The purpose of the
proposed action is to repeal these regulations whose
purpose is to establish the minimum licensure
requirements for supported residenfial programs and
residential respite care/emergency services facilities im
order to protect the health and safety of clients in such
Tacilities and to assure they receive services appropriaie to
meet thelr identified needs.

Under current definifions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsible
for the licensure of facilities and institutions providing
care or ftreaiment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-08, Rules and Regulations for the Licensure of
Supported Residential Programs and Residential Respite
Care/Emergency Services Facilities, became effective on
July 1, 1988, They serve as ihe licensure regulations for
supporied residential programs providing placement and
residential and supportive services to clients in supervised
apartments, specialized foster homes and independent
living seitings. They also serve as the licensure regulations
for residential respite care facilities and residential
emergency service facilities.

These regulations are comprised of the following issyes
which have impact on facilities subject to licensure;

Definitions; licensure procedures; orgamization and
administration; personnel; residential environment;
programs and services; and disaster or emergency
plans.

It is the intention of the department to repeal: VR
470-02-08. Rules and Regulations for the Licensure of
Supported Residential Programs and Residentiai Respite
Care/Emergency Services Facilities, as well as the
following regulations;

VR 470-03-01. Rules and Regulations to Assure the
Rights of Patients of Psychiatric Hospitals and Other
Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiairic Hospitals.

VR 470-02-05. Rules gnd Regulations for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Oufpatient Facilities.

VR 470-02-10. Rules and Regulations for the Licensure

]

of Day Support Programs.

VR 470-02-11. Rules and Regulafions for the Licensure
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, pgeneric content, clarity of
requirements, amnd especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In- an effort to improve the
efficiency and effectiveness of the department's licensure
program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children,

To replace the above regulations, it is the intention of the
department to promulgate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally I1li,
Mentally Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of ail
facilities and programs currently licensed pursuant fo the
regulations inienrded for repeal listed above and may b-'
expanded ic include new facilities and programs. The new.
regulation will provide generic/core reguirements
applicable to all facility types and special requiremenis
organized into modules applicable to specific facility types.

In accordance with this' depariment’s public participation
guidelines, writlen comments on this proposal are
welcome. To assisi in ideniifying problems and issues in
the curreni reguiations and in the current licensure
process, the department will disiribute a survey insirument
by mail to currently licensed facilities and other interested
pariies at the time of this notice. Oral and written
commenis may also be presented at the fcllowing three
public meetings: :

November 5, 1991, 10 aum. - 1 pm., Virginia Power
Neo. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA.

November 7, 1981, 10 am. 1 p.m., City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA,

November 12, 1881, 10 am.
Virginia Housing Development
Belvidere Sireet, Richmond, VA.

1 p.m., Auditorium,
Authority, 661 S.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Writien comments may be submitied until November 22
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991,

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

1 Notice of Intended Regulatory Actlon

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Mental Health,
Mentai Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-92-39. Rules and Regulations for the Licensure of
Outpatient Facilities. The purpose of the proposed action
is to repeal these regulations whose purpose is to establish
the minimum licensure requirements for outpatient
facilities in order to protect the health and safety of
clients in such facilities and to assure they receive
services appropriate to meet their identified needs.

Under current definitions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsible
for the licensure of facilities and institutions providing
care or treatment to persons with problems of mental
iliness, mental retardation and substance abuse,

VR 470-02-09, Rules and Regulations for the Licensure of
Outpatient Facilities, became effective on July 1, 1988.

- They serve as the licensure regulations for outpatient

_ acilities which provide a variety of treatment
- interventions generally of less than three consecutive hours
duration for mentally ill, menially retarded, or substance
abusing persons including the detoxification, treatment or
rehabilitation of drug addicts through the use of the
controlled drug methadone. These interventions are
provided in a nonresidential setting to individuals, groups
and families and include but are not limited to emergency
services, crisis intervention, diagnosis and evaluation,
counseling, psychotherapy, behavior management,
chemotherapy, ambulatory detoxification, and methadone
detoxification and maintenance,

These regulations are comprised of the following issues
which have impact on facilities subject to licensure:

Definitions; licensure procedures; organization and
administration; personnel; physical environment;
programs and services; disaster or emergency plans;
outpatient methadone facilities.

It is the intention of the department to repeal: VR
470-02-09. Rules and Regulations for the Licemsure of
Outpatient Facilities, as well as the following regulations:

VR 470-03-01. Rules and Regulations to Assure the
Rights of Patients of Psychiatric Hospitals and Other
Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
. of Private Psychiatric Hospitals.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatmnent and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supporied Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, pgeneric content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
efficiency and effectiveness of the department's licensure
program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, exciuding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the intention of the
department (o promulgate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally I,
Mentally Retarded and Substance Abusing Persons,

This new regulation will govern the licensure of all
facilities and programs currently licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
regulation will provide generic/core requirements
applicable to all facility types and special requirements
organized into modules applicable to specific facility types.

In accordance with this department’s public participation
guidelines, written comments on this proposal are
welcome., To assist in identifying problems and issues in
the current regulations and in the current Ilicensure
process, the department will distribute a survey instrument
by mail to currently licensed facilities and other interested
parties at the time of this notice. Oral and written
comments may also be presented at the following three
public meetings:

November 5, 1991, 10 am. - 1 pum., Virginia Power
No. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA. .
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November 7, 1881, 10 am. - 1 p.um, City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA,

November 12, 1991, 10 am. -
Virginia Housing Developmenti Authority,
Belvidere Street, Richmond, VA.

1 p.m., Auditorium,
601 S.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Written comments may he submifted untii November 232,
1981.

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmend, VA 23229, telephone (804) 786-3473.

t Notice of Intended Reguiatory Action

Notice is hereby given in accordance with this agency's
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-62-16. Rules and Regulations for the Licensure of
Day Suppert Programs. The purpose of the proposed
action is to repeal these regulations whose purpose is to
establish the minimum licensure requirements for day
support programs in order to protect the health and safety
of clients in such facilities and to assure they receive
services appropriate to meet their identified needs,

Under current definitions in the Code of Virginia (37.1-179
et seq), the Department of Menial Health, Mental
Retardation and Substance Abuse Services is responsible
for the licensure of facilities and institutions providing
care or {ireatment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-10, Rules and Regulations for the Licensure of
Day Support Programs, became effective on July 1, 1988.
They serve as the licensure regulations for publicly or
privately operated faciiities which provide a planned
program of treatment or training interventions generally of
more than three consecutive hours duration to mentally ill,
mentally reiarded, or substance abusing persons. Day
supperi prograin services may include the detoxificalion,
treatment or rehabilitation of drug addicts through the use
of the controlled drug methadone. Day Support Programs
are provided ir a nonresidential setiing and focus on the
treatment of pathological conditions or on the training or
strengthening of client abilities to deal with everyday life.
The term “day support program” does nof include entities
whose primary function is to provide extended sheliered
employment or work activity programs, supported or
transitional employment programs, educational programs,
or recreational programs. .

These regulations are comprised of the following issues
which have impact on facilities subject to liceasure:

Definitions; licensure procedures; organization ané
adminigiration; personnel; physical environment;
prograimns and services; disasier or emergency plans,
and methadone treatment facilities.

It is the intenfion of the depariment to repeal: VR
470-02-10. Rules and Regulations for the Licensure of Day
Support Programs, as well as the following regulations:

VR 470-03-01. Rules and Regulations to Assure the
Righis of Patients of Psychiatric Hospitals and other
Psychiairic Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiairic Hospiials.

VR 470-02405. Rules and Regulaiions for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-62-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

- VR 470-02-08. Rules and Regulations for the Licensure
of Cutpatient Faciiities.

VR 470-02-11. Rules and Regulations for the Licensuri
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly im structure,
procedurai requirements, generic content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
efficiency and effectiveness of the department’s licensure
program, the State Mental Healih, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
depariment’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the intention of the
depariment {o promulgate a single comprehensive
regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facililies and Programs Serving Mentally Iil,
Mentally Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of all
facilities and programs currently licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
regulation will provide generic/core requirements
applicable to all facility types and special requirement:
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Hrganized into modules applicable to specific facility types.

In accordance with this department's public participation
guidelines, written comments on this proposal are
welcome. To assist in- identifying problems and issues in
the current regulations and in the current licensure
process, the department will distribuie a survey instrument
by mail to currently licensed facilities and other interested
parties at the time of this nofice. Oral and written
comments may also be presented at the following three
public meetings:

November 5, 1991, 10 am. - 1 p.m. Virginia Power
No. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA,

November 7, 1981, 10 am. - 1 pm, City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA,

November 12, 1981, 10 am. - 1 p.m, Auditorium,
Virginia Housing Development Authority, 601 S.
Belvidere Street, Richmond, VA.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Written comments may be submitted until November 22,
1991,

Lontact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (8(4) 786-3473.

t Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-02-11. Rules and Regulatlons for the Licensure of

Residential Facilitles. The purpose of the proposed action

is to repeal these regulations whose purpose is to establish
the minimum licensure requirements for residential
facilities in order to protect the health and safety of
clients in such facilities and te assure they receive
services appropriate to meet their identified needs.

Under current definitions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsibie
for the licensure of facilities and institutions providing
care or treatment to persons with problems of mental
illness, mental retardation and substance abuse.

VR 470-02-11, Rules and Regulations for the Licensure of
Residential Facilities, became effective on July 1, 1988,
They serve as the licensure regulations for any publicly or
privately owned facility or institution by whatever name or
designation which provides 24-hour domiciliary or
- residential care or treatment for four or more mentally ill,

mentally retarded, or substance abusing persons including
the detoxification, treatment or rehabilitation of drug
addicts through the use of the controlled drug methadone,
including special residentiai schools, halfway houses,
residential treatment centers, substance abuse (reatment
and rehabilifation facilities, domiciliary facilities, shelter
care facilities, group homes and any other similar or
related facility. -

These regulations are comprised of the following issues
which have impact on facilities subject to licensure:

Definitions; licensure procedures; organization and
administration; persennel; residential environment;
programs and services; disaster or emergency plans;
and residential methadone treatment facilities.

It is the intention of the department to repeal: VR
470-02-11. Rules and Regulations for the Licensure of
Residential Facilities, as well as the following regulations:

VR 470-03-01. Rules and Regulations to Assure the
Rights of Patients of Psychiatric Hospitals and other
Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiatric Hospitals.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatmeni and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-09. Rules and Regulations for the Licensure
of Outpatient Facilities,

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, generic content, clarity of
requirements, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulaied. In an effort to improve the
efficiency and effectiveness of the department’s licensure
program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations governing
residential facilities for children.

To replace the above regulations, it is the .intention of the
department to promulgate a single comprehensive
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regulation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Pregrams Serving Mentally I,
Mentaily Retarded and Substance Abusing Persons.

This mew regulation will govern the Ilicensure of all
facilities and programs currently licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
reguiation will provide generic/core requirements
applicable to all facility types and special requirementis
organized into modules applicable to specific facility types.

In accordance with this department’s public participation
guidelines, written comments on this proposal are
welcome. To assist in identifying problems and issues in
the current regulations and in the current licensure
process, the department will distribuie a survey instrument
by mail to currently licensed facilities and other interested
parties at the time of this notice. Oral and written
comments may also be presenied ai the following three
public meetings:

November & 1991, 10 am. - 1 p.m., Virginia Power
No. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA.

November 7, 1981, 10 am. - 1 pm, City Council
Chamiber, Room 450, 4tk Floor, Municipal Building,
215 Church Avenue, S.W., Roanoke, VA.

November 12, 1981,
Virginia Housing Development
Belvidere Street, Richmond, VA.

16 am. - I pum., Auditorium,
Authority, 601 S.

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia,

Written comments may be submitted until November 22,
1991,

Contact: Barry P. Craig, Department of Mental Healih,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

1 Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Menial Health,
Mental Retardation and Substance Abuse Services Board
intends to consider promulgating regulations entitled: VR
470-2-13. Rules and Regulatiens for the Licensure of
Facilities and Programs Serving Mentally Ilf, Meantally
Retarded and Substance Abusing Persems. The purpose of
the proposed action is {o establish the minimum licensure
requirements for all facilities and program types in order
to protect the health and safety of clienis in such facilities
and to assure they receive services appropriate to meet
their identified needs.

Under current definitions in the Code of Virginia (37.1-17%
et seq), the Department of Mental Health, Mental
Refardation and Substance Abuse Services is responsible
for the Ilicensure of facilities and institutions providing
care or (reatment to persons with problems of mental
illness, mental retardation and substance abuse.

The Department has nine sets of licensure regulations in
effect at this time. Because these regulations were
promulgated at diiferent times since 1878, they differ
greatly in structure, procedural requiremenis, generic
content, clarity of requiremenis, and especially in their
congruence with currently accepted stamdards of care and
practice for the types of facilities' regulated. In an effort
to improve the efficlency and effectiveness of the
department’s licensure program, the State Mentai Health,
Mental Retardation and Substance Abuse Services Board
kas mandated a comprehensive review, revision and
reorganization of the department’s licensure regulations,
exciuding the interdepartmental licensure regulations
governing residential facilities for children.

It is the intention of the department to repeai the
following regulations:

VR 470-03-01. Rules and Regulations to Assure the
Rights of Patients of Psychiatric Hospitais and other
Psychiatric Facilities.

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiatric Hospitals, i

VR 470-02-05. Ruies and Regulations for the Licensure
of Subsiance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulaiions for the Licensure
of Supporied Residential Programs and ~Residential
Respite Care/Emergency Services Facilities.

VR 470-02-0%. Rules and Regulations for the Licensure
of Ouipatient Facilities.

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Facilities.

To repiace the above regulations, it is the intention of the
department to promulgate a single comprehensive
regulation;

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally 11,
Mentally Retarded and Substance Abusing Persons. 1

This new regulation will govern the licensure of alf
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Jacilities and programs currently licensed pursuant to the
regulations intended for repeal listed above and may be
expanded to include new facilities and programs. The new
regulation will provide generic/core requirements
applicable to all facility types and special requirements
organized into modules applicable to specific facility types.

In accordance with this department's public participation
guidelines, written comments on this proposal are
welcome. To assist in identifying problems and issues in
the current regulations and in the current licensure
process, the department will distribute a survey instrument
by mail to currently licensed facilities and other interested
parties at the time of this notice. Oral and written
comments may also be presented at the following three
public meetings:

November §, 1991, 10 am. - 1 p.m. Virginia Power
No. VA Headquarters, 12316 Lee Jackson Highway,
Fairfax, VA,

November 7, 1991, 10 am. - 1 pm., City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, 5.W,, Roanoke, VA,

November 12, 1891, 10 am. - 1 p.m. Auditorium,
Virginia Housing Development Authority, 601 8.
Belvidere Street, Richmond, VA.

_Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of

.. /irginia.

Written comments may be submitted until Movember 22,
1991.

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Substance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

T Notice of Intended Regulatory Actien

Notice is hersby givem in accordance with this agency’s
public participation guidelines that the State Mental Health,
Mental Retardation and Substance Abuse Services Board
intends to consider repealing regulations entitled: VR
470-03-01. Rules and Regulations to Assure the Rights of
Patients of Psychiatric Hospitals and Other Psychiatrie
Facilities. The purpose of the proposed action is to repeal
these regulations whose purpose is to establish the
minimum requirements and program structures to assure
the rights of patienis of private psychiatric hospitals and
other psychiatric facilities.

Under current definitions in the Code of Virginia (37.1-179
et seq.), the Department of Mental Health, Mental
Retardation and Substance Abuse Services is responsible
for the licensure of facilities and institutions providing
care or treatment to persoms with problems of mental
illness, mental retardation and substance abuse.

"VR 470-0301, Rules and Regulations to Assure the Rights

of Patients of Psychiatric Hospitals and Other Psychiairic
Facilities, became effective on August 1, 1980, They serve
as the human rights regulations for facilities and
institutions licensed pursuant to VR 470-02-03, Rules and
Regulations for the Licensure of Private Psychiatric
Hospitals, They apply to such facilities as privately
operated psychiatric hospitals, mental hospitals, psychiatric
centers, psychiatric institutes, psychiatric units in general
hospitals, inpatient psychiatric urits in community mental
health centers and other privately operated facilities
serving persons requiring inpatient psychiatric care.

These regulations are comprised of the following issues
which have impact on facilities and their clients:

Applicability; Policy; Definitions; Rights including: legal
rights, prompt evaluation and treatment, treatment
with dignity, not be subjecied to research without
written consent, consultation with private physician,
hazardous treatment, irreversible surgical procedures,
aversive conditioning, least restrictive conditions, send
and receive sealed letter mail, access to and
confidentiality of patient records, and participation in
work activities; Review process; and Informing patients
about their rights and remedies.

It is the intention of the department to repeal: VR
470-03-01. Rules and Regulations to Assure the Rights of
Patients of Psychiatric Hospitals and Other Psychiatric
Facilities, as well as the following regulations:

VR 470-02-03. Rules and Regulations for the Licensure
of Private Psychiatric Hospitals.

VR 470-02-05. Rules and Regulations for the Licensure
of Substance Abuse Treatment and Rehabilitation
Facilities.

VR 470-02-07. Rules and Regulations for the Licensure
of Correctional Psychiatric Facilities.

VR 470-02-08. Rules and Regulations for the Licensure
of Supported Residential Programs and Residential
Respite Care/Emergency Services Facilities.

VR 470-02-09. Rules and Regulations for the Licensure
of Outpatient Facilities.

VR 470-02-10. Rules and Regulations for the Licensure
of Day Support Programs.

VR 470-02-11. Rules and Regulations for the Licensure
of Residential Facilities.

Because these regulations were promulgated at different
times since 1978, they differ greatly in structure,
procedural requirements, generic content, clarity of
requiremenis, and especially in their congruence with
currently accepted standards of care and practice for the
types of facilities regulated. In an effort to improve the
efficiency and effectiveness of the department’s licensure
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program, the State Mental Health, Mental Retardation and
Substance Abuse Services Board has mandated a
comprehensive review, revision and reorganization of the
department’s licensure regulations, excluding the
interdepartmental licensure regulations pgoverning
residential facilities for chiidren.

To replace the above regulations, it is the intention of the
department to promulgate a single comprehensive
reguiation:

VR 470-02-13. Rules and Regulations for the Licensure
of Facilities and Programs Serving Mentally Ili,
Mentally Retarded and Substance Abusing Persons.

This new regulation will govern the licensure of all
facilities and programs currenily licensed pursuant to the
regiiations intended for repeal listed above and may be
expanded te include new facilities and programs. The new
regulation will provide generic/core requirements
applicable to all facility types amd special requirements
organized into modules applicable to specific facility types.

In accordance with this depariment’s public participation
guidelines, written comments on this proposal are

welcome. To assist in identifying problems and issues in -

the current regulations and in the current licensure
process, the departinent will distribute a survey instrument
by mail to currenily licensed facilities and other interested
parties at the time of this notice. Oral and written
comments may also be presented at the following three
public meetings:

November 5, 1991, 10 a.m. - 1 p.m., Virginia Power
No. VA Headquariers, 12316 Lee Jackson Highway,
Fairfax, VA.

November 7, 1991, 10 am. 1 pm, City Council
Chamber, Room 450, 4th Floor, Municipal Building,
215 Church Avenue, S5.W., Roanoke, VA.

- 1 pm, Auditorium,
Authority, 601 8.

November 12, 1991, 10 am.
Virginia Housing Development
Belvidere Street, Richmond, VA,

Statutory Authority: §§ 37.1-10 and 37.1-182 of the Code of
Virginia.

Written comments may be submitted until November 22,
1961.

Contact: Barry P. Craig, Department of Mental Health,
Mental Retardation and Subsiance Abuse Services, P.O.
Box 1797, Richmond, VA 23229, telephone (804) 786-3473.

DEPARTMENT OF MINCRITY BUSINESS ENTERPRISE

Notice of Intended Regulatory Action

Notfice is hereby given in accordance with this agency’s

public participation guidelines that the Department o,
Minority Business Enterprise intends to consider
promulgating regulations entitled: Regulations t¢ Govern
the Certification of Minority Business Eaterprise. The
purpose of the proposed action is to establish requirements
for the certification of a for profit business entity as a
bonafide minority business enterprise.

Statutory Authority: § 2.1-64.35:8 of the Code of Virginia.

Wwritten comments may be submitted until October 24,
1991.

Contact: Garland W. Curtis, Deputy Director, Depariment
of Minority Business Enterprise, 200-202 N. 9th Streeti, 11th
Fioor, Richmond, Virginia 23219, ielephone (804) T786-5560
or toli-free 1-800-223-0671.

DEPARTMENT OF SOCIAL SERVICES (BOARD OF}
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelings that the Board of Social
Services intends te consider promuigating regulations
entitled: Child Day Care Policy. The purpose of the
proposed action is te provide the Department of Social
Services with basic policy and operating principles in the
provisions of child day care services.

Statutery Authority: §§ 63.1-33.17, 63.1-33.24, 63.1-55 an&
63.1-148 of the Code of Virginia.

Written comments may be submitted uniii October 31,
1891, to Bennet Greenberg, Program Manager, Child Day
Care, 8007 Discovery Drive, Richmond, Virginia 23229-8699.

Comtact: Pegpy Friedenberg, Legislative Analyst,
Department of Social Services, Bureau of Governmental
Affairs, 8007 Discovery Dr, Richmond, VA 23228-8699,
telephone (804) 662-9217.

STATE WATER CONTROL BOARD
Notice of Intended Repulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Water Control
Board intends to consider promulgating regulations entitled:
VR 6B0-14-08. Virginia Pollutant Discharge Elimination
Systemi (VPDHS) Geperal Permit Regufation fer
Domestic Sewage Discharges Less Than or Equal to
L,60¢ Gallens Per Day. The purpose of the proposed
action is to promuigate the emergency regulations which

became effective on July 12, 1991, as permanent
regulations.
General permits may be issued for categories of

dischargers that (i) involve the same or similar types of
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dperations; (ii) discharge the same or similar types of
wastes, (ili) require the same effluent limitations or
operating conditions; and (iv) require the same or similar
monitoring. This general permit will cover the category of
small domestic sewage ireatment plants which are
designed to treat up to 1,000 galions per day. These
{reaiment plants are typically installed at individual homes
when ceniral sewer is not available and the soil conditions
prohibit the use of septic tanks and drainfields. They may
also be installed io treat domestic sewage from duplexes,
churches, gas stations, etc., where sewage flow is low and
other treatment alternative are not available. These
treatment plants have minimal impact on water quality.

As with an individual permit, the effluent limits in the
general permit will be set to protect the gquality of the
waters receiving the discharge. Also, no discharge would
be covered by the general permit unless the local
governing body has certified that the facility complies with
all applicable zoning and planning ordinances.

Adoption of these regulations as permanent regulations wili
allow for the continuation of the benefils derived from the
emergency regulations. There are approximately 1,000
individual VPDES permits in effect for discharges in this
category. These permitiees could qualify for coverage
under the proposed general permit. Coverage under the
general permit would reduce the paper work, time and
expense invelved in obtaining a permii for the dischargers
-n this category. Adoption of the proposed regulations
cwould also reduce the manpower needed by the Water
Control Board for permitting these discharges. This would
allow the agency fo devote more resources to permitting
other sources with greater potential for adverse water
quality impacts,

The agency is soliciting comments from the regulated
community on the specific impact of the proposed
regulatory actions.

A public meeting will be held to receive views and
comments and to answer questions of the public (See
Calendar of Evenis Section).

Applicabie laws and regulations include the State Water
Control Law, the Cilean Water Act, and the Permit
Regulation (VR 680-14-01).

Statutory Authority; § 62.1-44.15 of the Code of Virginia.

Written comments may be submiftted until November 8,
1991, ‘

Contact: Richard Ayers, Office of Water Resources
Management, State Water Control Board, P. 0. Box 11143,
Richmond, VA 23220, telephone (804) 527-5059,

Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
bublic participation guidelines that the State Water Control

Board intends to consider promulgating regulations entitled:
VR §80-14-10. Virginia Pollutant Discharge Elimination
System (VPDHS) General Permit Regulatien f{or
Discharges from Molluscan Shellfish and Crustacea
Processing Establishments. The purpose of the proposed
action is to adopt a general permit to cover the category
of discharges which are generated by seafood packing
houses. .

General permits may be issued for categories of
dischargers that (i) involve the same or similar types of
operations; (ii) discharge the same or similar types of
wastes; (iil) require the same effluent limitations or
operating conditions; and (iv) require the same or similar
monitoring. As with an individual permit, the effluent
limits in the general permit will be set to protect the
quality of the waters receiving the discharge. Also, no
discharge would be covered by the general permit unless
the local governing body has certified that the facility
complies with all applicable Zoning and planning
ordinances.

Under this proposal the category, or series of categories,
of discharges to be covered by proposed general permit
regulations is the category of discharges which are
generated by seafood packing houses. The {facilities
covered by this general permit may produce a variety of
final producis; however, their wastes are similar in nature
and can be covered by the same general permit. The
covered facilities would be those processors of various
shellfish and crustacean seafoods which produce minimal
volumes of wastewaters and whose wastes are not
considered to be significant threats to water quality.
Seafood processing discharges which are believed to
impact water quality would be required to obtain
individual VPDES permits, rather than be covered by this
general permit. This permit would only cover industrial
wastes associated with the operation of small facilities,
Discharges of sanitary wastes would not be authorized by
this permit.

The State Water Control Board recognizes the potential for
developing general permits for other categories of
discharges which are currently required to obtain
individual VPDES permits. The board is also soliciting
comments from the public on specific categories which the
public feels are more appropriately covered by a general
permit.

Adoption of these regulations will allow for the
streamlining of the VPDES permit process as it relates to
the covered categories of discharges. Coverage under the
general permit would reduce the paper work and expense
of obtaining a permit for the dischargers in these
categories. It will also reduce the time currently required
fo obtain coverage under the VPDES permiiting system,
The seafood processors must have a valid permit from the
State Water Control Board prior to receiving Certificates of
Inspection from the State Health Department. Delays in
issuance of a permit from the board may have serious
economic impacts on this industirial category. Adoption of
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the proposed regulation would reduce the manpower
needed by the State Water Control Board for permitting
these discharges. This would allow the agency to devote
more resources to permiiting other sources with greater
potential for adverse water quality impacts.

In addition, the agency is soliciting comments from the
regulated community on the specific impact of the
proposed regulatory actions.

The board will hold a public meeting to receive views and
comments and to answer questions of the public (See
Calendar of Events Section).

Applicable laws and regulations include the State Water
Confrol Law, the Clean Waier Act, § 6 2 of the Permit
Regulation (VR §80-14-01).

Statutory Authority: § 62.1-44.15 of the Code of Virginia.

Written comments may be submitted until Nevember 8,
18591.

Contact: Richard Ayers, Office of Water Resources
Management, State Water Control Board, P. 0. Box 11143,
Richmond, VA 23230, telephone (804) 527-5059.

Netice of Intended Regulatory Actiom

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Water Control
Board intends to consider promuigating regulations entitled:
VR 880-14-11. Corrective Action Plan General Permit for
Underground Storage Tanks. The purpose of the proposed
action is to adopt a general permit fo establish standard
language for the various methods of remediation associated
with underground storage tank releases.

Whenever a release from an underground storage tank
system is identified, certain activities are required of the
owners and operators of the system. These activities are
governed by VR 680-13-02, Underground Storage Tanks:
Technical Standards and Corrective Action Requirements,
Among the required activities are immediate pollution
abatement steps, a site assessment, a risk assessmeni and
a remediation assessment. Based om the information
gathered, the board may require the owner and operafor
t0 submit a corrective action plan for responding to the
poliution situation. Owners and operators are then required
to obtain a Corrective Action Plan (CAP) Permit in order
to implement the remediation activities of the corrective
action plan.

The intent of these proposed general permit regulations is
fo establish standard language for the various methods of
remediation associated with underground storage tank
releases. Final remediation goals will be established
through the corrective action plan for the individual site.
Those corrective action plans are not intended to be
specified in these regulations. They would be incorporated
by reference into the CAP General Permit. This would

involve a separate public participation requirement i:{

accordance with the UST Regulation (VR 680-13-02).

The remediation activities needed to restore the
environment at these sites will be determined on a
case-by-case basis. Some of them will require a permit to
discharge treated ground water to surface waters. The
proposed general permit will establish effluent limitations
and monitoring requirements for these discharges of
treated ground water. As with an individual VPDES
permit, the effluent limits in the general permit will be
set to protect the quality of the waters receiving the
discharge. Remediation at other sites may involve pollution
management activities which do not resuit in surface

water discharges. Those treatment technologies and
applicable monitoring requirements would also be
established in the general permit.

Adoption of these regulations wili allow for the

streamlining of the permit process as it relates to the
covered categories of discharges. Coverage under the
general permit would reduce the paper work and expense
of obtaining a permit for the owners and operators in this
category. It will also reduce the time currently required to
obtain coverage under the VPDES permitting system. This
could be of some environmental significance when delays
in obtaining a CAP permit result in delays in the initiation
of ground water remediation efforts. Of the over 60,000
registered underground storage tanks in Virginia, up to
9,000 are expected to report some sort of leak during their
lifetimes. The Water Control Board currently is working
with owners of approximately 2,500 leaking underground
storage tanks and the number of sites is growing at the
rate of over 50 per month, Adoption of the proposed
regulation would reduce the manpower needed by the
State Water Control Board for permitting these discharges.

In additioﬁ, the agency is soliciting comments from the
regulated community on the specific impact of the
proposed regulatory actions.

The board will hold a public meeting will be held to
receive views and comments and to answer questions of
the public (See Calendar of Events Section).

Applicable laws and regulations include the State Water
Control Law, Clean Water Act, Permit Regulation (VR
680-14-01), and Underground Storage Tanks: Technical
Standards and Corrective Action Plan Requirements (VR
680-13-02).

Statutory Authority: § 62.1-44.15 of the Code of Virginia.

Written comments may be submitted until November 8,
1991.

Contact: Richard Ayers, Office of Water Resources
Management, State Water Control Board, P. 0. Box 11143,
Richmond, VA 23230, telephone (804) 527-5059.
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For information concerning Proposed Regulations, see information page.

been stricken indicates proposed text for deletion.

Symbol Key
Roman type indicates existing text of repulations. [lalic fype indicates proposed new text. Language which has

VIRGINIA HEALTH SERVICES COST REVIEW COUNCIL

NOTICE: The amendments to (i) §§ 6.1 and 6.2 requiring
certain health care facilities to segregate patient care
activities provided in its nursing home component from its
nonpatient care activities when completing report forms,
and (ii) § 6.3.1 relafing to the annual charge survey were
published in 81 VAR 70 October 7, 1991, to become
effective Janwary 1, 1992, The amendmenis are being
shown as stricken and italicized language in this proposed
regulatory action since {he amendments are not yet
effective.

Title of Regulation: VR 378-81-081. Rules and Regulations
of the Virginia Health Services Cost Review Council.

Statutory Authority: §% 9158 and 9-164 of the Code of
Virginia.

Public Hearing Date: N/A -~ Writlen comments may be
submitted until January 15, 1991.

(See Calendar of Evenis section

for additional information)

Summary:

The proposed changes amend and update the
regulation which deals with the required submission of
an audit by health care institutions. The current
regulation requires that a certified audited financial
statement be submitfed following the conclysion of a
health care institution’s fiscal year. However, there is
no limitation regarding when it must be submitted.
The proposed regulatory changes would require that
the certified audited financial statement be submitted
within 120 days and would provide for a late charge
of $10 per working day if the audit was filed past the

due date.
YR 370-01-001. Rules and Regulations of the Virginia
Health Services Cost Review Council.
PART L
DEFINITIONS.

§ 1.1, Definitions,

The following words and terms, when wused in these
regulations, shall have the following meaning:

“Adjusted patient days” means inpatient days divided by
the percentage of inpatient revenues to tfotal patient
.Tevenues,

“Aggregate cost” means the total financial requirements
of an institution which shall be equal to the sum of:

1. The institution’s reasonable current operating costs,
including reasonable expenses for operating and
maintenance of approved services and facilities,
reasonable direct and indirect expenses for patient
care services, working capital needs and taxes, if any;

2. Financial requirements for allowable capital
purpeses, including price level depreciation for
depreciable assets and reasonable accumulation of
funds for approved capital projects;

3. For investor-owned institutions, after tax return on
equity at the percentage equal to two times the
average of the rates of interest on special issues of
public debt obligations issued to the Federal Hospital
Insurance Trust Fund for the monthg in a provider's
reporting period, but not less, after taxes, than the
rate or weighted average of rates of interest borne by
the individual institution’s outstanding capital
indebtedness. The base to which the rate of return
determined shall be applied is the total net assets,
adjusted by paragraph 2 of this section, without
deduction of outstanding capital indebtedness of the
individual institution for assets required in providing
institutional health care services;

4, PFor investor-owned Institutions organized as
proprietorships, partnerships, or S-corporations an
imputed income tax, for fiscal vears ending July 1,
1989, or later, at a combined federal and state income
1ax rate equal to the maximum tax rates for federal
and state income iaxes. The combined rate for 1989 is
equal to 34% for individuals and 40% for
corporations. Such tax computation shall be exclusive
of net operating loss carryforwards prior to July 1,
1989. Operating losses incurred after July 1, 1989, may
be carried forward no mere than five years but may
not he carried back prior years. The schedule of
imputed income taxes shall be reported as a note to
the financial statements or as a supplemental schedule
of the certified audited financial statements submitted
to the Virginia Health Services Cost Review Council by
the ingtitution.

“Certified nursing facility” means any skilled nursing
facility, skilled care facility, intermediate care facility,
nursing or nursing care facility, or nursing home, whether
freestanding or a portion of a freestanding medical care
facility, that is certified as a Medicare or Medicaid
provider, or both, pursuant to § 32.1-137. -
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“Council” means the Virginia Health Services Cost
Review Council.

“Consumer” means any person (i) whose occupation is
other than the adminisiration of healih activities or the
provision of health services (ii) who has no fiduciary
obligation to a health care institution or other health
agency or to any organization, public or private, whose
principal activity is an adjunct to the provision of health
services, or (iii) who has no material financial interest in
the rendering of health services,

“Health care institution” means (i) a general hospital,
ordinary hospiial, or outpatient surgical hospital, nursing
home or certified nursing facility licensed or -certified
pursuant to Article 1 (§ 32.1-123 et seq.) of Chapter 5 of
Title 32.1, (ii) a mental or psychiatric hospital licensed
pursuant to Chapter 8 (§ 37.1-179 et seq.) of Title 37.1 and
(iii} a hospital operated by the University of Virginia or
Virginia Commonwealth University, In no event shall such
term be construed to include any physician’s office,
nursing care facility of a religious body which depends
upon prayer alone for healing, independent laboratory or
outpatient clinic.

“Hospital” means any facility licensed pursuant to §§
32.1-123, et seq. or 37.1-179 et seq. of the Code of Virginia.

“Late charge” means a fee that is assessed a health
care institution that files its budget, annual report, or
charge schedule with the council past the due date.

“Nursing home” means any facility or any identifiable
component of any facility licensed pursuant to Article 1 (§
32.1-123 et seq.) of Chapter 5 of Title 32.1, in which the
primary function is the provision, on a continuing basis, of
nursing services and health-related services for the
ireaiment and inpatient care of t{wo or more nonrelated
individuals, including facilities known by varying
nomenclature or designation such as convalescent homes,
skilled nursing facilities or skilled care facilities,
intermediate care facilities, extended care facilities and
pursing or nursing care facilities.

“Voluniary cost review organization” means a nonprofit
association or other nonprofit entity which has as iis
function the review of health care institutions’ costs and
charges but whick does not provide reimbursement to any
health care institution or participate in the administration
of any review process under Chapter 4 of Title 32.1 of the
Code of Virginia.

“Patient day” means a unit of measure denoting lodging
facilities provided and services rendered to one inpatient,
between census-taking-hour on two successive days. The
day of admission but not the day of discharge or death is
counted a patient day. If both admission and discharge or
death occur on the same day, the day is considered a day
of admission and counts as one patient day. For purposes
of filing fees to the council, newborn patient days would
be added. For a medical facility, such as an ambulatory

surgery center, which does not provide inpatient services,™
each patient undergeing surgery during any one 24-hour
period will be the equivalent to one patient day.

PART 1L
GENERAL INFORMATION.

§ 2.1. Authority for regulations.

The Virginia Health Services Cost Review Council,
created by §§ 9-156 through 9-166 of the Code of Virginia,
is required to collect, analyze and make public certain
financial data and findings relating to hospitals which
operate within the Commonwealth of Virginia. Sectien
9-164 of the Code of Virginia directs the council from time
to time to make such rules and regulations as may be
necessary to carry out its responsibilities as prescribed in
the Code of Virginia,

§ 2.2, Purpose of rules and regulations.

The council has promulgaied these rules and regulations
to set forth an orderly administrative process by which the
council may govern its own affairs and require compliance
with the provisions of §§ 9-156 through 9-166 of the Code
of Virginia,

§ 2.3. Administration of rules and regulations.

These rules and regulations are administered by the
Virginia Health Services Cost Review Council. -

§ 2.4. Application of rules and regulations.
These rules and regulations have general applicability

throughout the Commonwealth. The requirements of the
Virginia Administrative Process Act, codified as § 9-6.14:1,

et seq. of the Code of Virginia applied to their
promulgation.

§ 2.5. Effective date of rules and regulations.

These rules and regulations or any subsequent

amendment, modification, or deletion in connection with
these rules and regulations shall become effective 30 days
after the final repulation is published in the Virginia
Register,

§ 2.6. Powers and procedures of regulations not exclusive.
The council reserves the right to authorize any
procedure for the enforcement of these regulations that is
not inconsistent with the provision set forth herein and the
provisions of § 9-156 et seq. of the Code of Virginia.

PART IIL
COUNCIL PURPOSE AND ORGANIZATION.

§ 3.1. Statement of mission.

The council is charged with the responsibility io
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Jromote the economic delivery of high quality and
effective institutional health care services to the people of
the Commonwealth and to create an assurance that the
charges are reasonably related to costs.

The council recognizes that health care institutional costs
~are of vital concern to the people of the Commonwealth
and that it is essential for an effective cost monitoring
program to be established which will assist health care
institutions in controlling their costs while assuring their
financial viability. In pursuance of this policy, it is the
councit’s purpose to provide for uniform measures on a
statewide basis to assist in monitoring the costs of health
care institution’s without sacrifice of quality of heaith care
services and to analyze the same to determine if charges
and costs are reasonable.

§ 3.2. Council chairman.

The council shall annually elect one of its consumer
members {0 serve as chairman, The chairman shall
preside at ail meetings of the council and shall be
responsible for convening the council.

§ 3.3. Vice-chairman.

The council shall annuaily elect from its membership a
vice-chairman who shall assume the duties of the
chairman in his absence or temporary inability to serve,

B 3.4, Expense reimbursement,

- Members of the council shall be eantitled to be

reimbursed in accordance with state regulations for
necessary and proper expenses incurred in the
performance of their duties on behaif of the council.

§ 3.5. Additional powers and duties.

The council shall exercise such additional powers and
duties as may he specified in the Code of Virginia.

PART IV,
VOLUNTARY COST REVIEW ORGANIZATIONS,

§ 4.1. Application.

Any organization desiring approval as a volunfary rate
review organization may apply for approval by using the
following procedure:

1. Open application period. A voluatary cost review
organization may apply for designation as an approved
voluniary cost review organization to be granted such
duties as are prescribed in § 9-162 of the Code of
Virginia.

2. Contenis of application. An application for approval
shall include: :

a. Documentation sufficient to show that the

applicant complies with the requirements to be a
voluntary cost review organization, including
evidence of its nonprofit status. Full financial
reports for the one year preceding its application
must also be forwarded. If no financiai reports are
available, a statement of the projected cost of the
applicant’s operation with supportmg data must be
forwarded;

b. If any of the organization’s directors or officers
have or would have a potential conflict of interests
affecting the development of an effective cost
monitoring program for the council, statements must
be submitied with the application to fully detail the
extent of the other conflicting interest;

¢. A detailed statement of the type of reports and
administrative procedures proposed for use by the
applicant;

d. A statement of the number of employees of the
applicant including details of their classification; and

e. Any additional statements or information which is
necessary to ensure that the proposed reporting and
review procedures of the applicant are satistactory
to the council.

§ 4.2. Review of application.
A. Designation.

Within 45 calendar days of the receipt of an application
for designation as a voluntary cost review organization, the
council shall issue its decision of approval or disapproval.
Approval by the councit shall take effect immediately.

B. Disapproval.

The council may disapprove any application for the
reason that the applicant has failed to comply with
application requirements, or that the applicant fails to
meet the definition of a cost review organization, or fails
to meet the specifications cited in paragraph A above
concerning application contents or that the cost and quality
of the institutional reporting system proposed by the
applicant are unsatisfactory.

C. Reapplication.

An organization whose application has been disapproved
by the council may submit a new or amended application
to the council within 15 calendar days after disapproval of
the initial application. An organization may only reapply
for approval on one occasion during any consecutive
12-month period,

§ 4.3. Annnal review of applicant.

A. By March 31 of each year, any appraved voluntary
cost review organization for the calendar year then in
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progress which desires- to continue its designation shall
submit an annual review statement of its reporting and
review procedures,

B. The annual review statement shall include:

1. Attestation by the applicant that no amendments or
modifications of practice contrary to the initially
approved application have occurred; or

2, Details of any amendments or modifications to the
initially approved application, which shal include
justifications for these amendments or modifications,

C. The council may require additional information from
the applicant supporting that the applicant’s reports and
procedures are satisfactory to the council.

§ 4.4, Revocation of approval.

The council may revoke its approval of any cost review
organization’s approval when the review procedures of that
organization are no longer satisfactory to the council or
for the reason that the voluntary cost review organization
could be disapproved under § 4.2.B of these regulations.

§ 4.5. Confidentiality.

A voluntary cost review organization approved as such
by the council shali maintain the total confidentiality of all
filings made with it required by these regulations or law.
The conients of filings or reports summaries and
recommendations generated in consequence of the
rcouncil’s regutations may be disseminated only to members
of the council, the council’s staff and the individual health
care instifution which has made the filings or which is the
subject of a particular report.

PART V.
CONTRACT WITH VOLUNTARY COST REVIEW
ORGANIZATION.
§ 5.1. Purpose.
It is the intention of the council to exercise the

authority and directive of § 9-163 of the Code of Virginia
whereby the council is required to contract with any
voluntary cost review organization for services necessary
to carry out the council’s activities where this will
promote economy and efficiency, avoid duplication of
effort, and make best use of available expertise.

§ 5.2. Eligibility.

In order for a voluntary cost review organization to be
eligible to contract with ithe council, it shall have met all
other requirements of §§ 4.1 and 4.5 of these regulations
relating to voluntary cost review organization and have
been approved as such an organization.

§ 5.3. Contents of contract.

The written agreement between the council and any
voluntary cost review organization shall confain such
provisions which are not inconsistent with these regulations
or law as may be agreed to by the parties. Any such
contract shall be for a period not to exceed five years.

PART VI,
FILING REQUIREMENTS AND FEE STRUCTURE.

§ 6.1. Each health care institution shall file an annual
report of revenues, expenses, other income, other outlays,
assets and liabilities, units of service, and related statistics
as prescribed in § 9-158 of the Code of Virginia on forms
provided by the council together with the certified audited
financial statements (or equivalents) as prescribed in §
9-159 of the Code of Virginia ; whieh . The annual report
and the certified audited financial statement shall be
received by the council no later than 120 days affer the
end of the respective applicable health care instituiion’s
fiscal year. Extensions of filing times for the annual report
or the cerfified audited financial statement may be
granted for extenuating circumstances upon a health care
institution’s written application for a 30-day extension. Such
request for extension shall be filed no later than 120 days
after the end of a health care institution’s fiscal year,
Each healih care institution with licensed nursing home
beds or certified nursing facility beds shall exclude all
revenues, expenses, other income, other outlays, assets and
liabilities, units of service and related statistics directly
assoclated with a hospital, continuing care retiremen
community, or with home for adult beds in the annuc
report filed with the council. The cost aliocation
methodology required by the Virginia Department of
Medical Assistance Services and Medicare for cost reporis
submitted to it shall be utilized for findings submifted to
the council.

§ 6.2. Each health care institution shall file annually a
projection. {(budget) of annual revenues and expenditures as
prescribed in § 9-161 B of the Code of Virginia on forms
provided by the council The institution’s projection
(budget) shall be received by the council no later than &0
days before the beginning of its respective applicable
fiscal year. This regulation shall be applicable to nursing
homes or certified nursing facilities for each fiscal year
starting on or after June 30, 1990. Each health care
institution with licensed nursing home beds or certified
nursing facility beds shall exclude all revenues, expenses,
other income, other outlays, assets and liabilities, units of
service and related statistics directly associated with a
hospital, continuing care retirement communily, or with
home for adult beds in the budget filed with the council.
The cost allocation methodology required by the Virginia
Department of Medical Assistance Services and Medicare
for cost reports submitted to it shali be utilized for
findings submitted to the council.

§ 6.3. Each health care institution shall file annually a
schedule of charges to be in effect on the first day of
such fiscal year, as prescribed in § 9-161 D of the Code of
Virginia. The institution’s schedule of charges shall b
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feceived by the council within 10 days after the beginning

of its respeciive applicable fiscal year or within 15 days of
being notified by the council of its approval of the
charges, whichever I8 later.

Any subsequent amendment or modification to the
annually filed schedule of charges shail be filed at least
60 days in advance of iis effective date, {ogether with
supporting data justifying the need for the amendment,
Changes in charges which will have a minimal impact on
revenues are exempt from this requirement,

§ 6.3:1. Each health care institution chell file annuslly; but
ro later than April 30y & survey of rotes charged: The
sarvey shall comsist of up ieo 30 of the mest frequently
rates: Each health care institution shall file annually a
survey of rates charged. For hospitals, the survey shail
consist of up fto 30 select charges, including semi-private
and private room rates. The survey shall also consist of
‘charges of the most frequently occurring diagnoses or
procedures for inpatient and oufpatient treatment. The
charges shall be calculated by laking an average for one
month of all patient bills where the reguested CPT or
ICD-9 code numbers are indicated as the principal

diagnosis or procedure. This information shall be received
by the council from each hospital no later than April 30
of each year.

" The annual charge survey for nursing homes shall
- include up to 30 select charges, including semi-private and
private room rates. The select charges shall reflect the
rates in effect as of the first day of a sample month to be
chosen by the council This information shall be provided
to the council po later than March 31 of each year.

§ 6.3:2 Each hospital or any corporafion that controls a
hospital shall respond to a survey conducted by the
councit te determine the extent of commercial
diversification by such hospitals in the Commonwealth, The
survey shall be in a form and manner prescribed by the
council and shall request the information specified in
subdivision g, f, g, h and i below on each hospital or such
corporation and, with respect to any tax-exempt hospital or
controlling corporation thereof, the information specified in
subdivision a through [ below for each affiliate of such
hospital or corporation, if any:

a. The name and principal activity;
b. The date of the affiliation;
¢. The nature of the affiliation;

d. The method by which each affiliate was acquired
or created,

e. The tax status of each affiliate and, if fax-exempt,
its Internal Revenue tax exemption code number;

f, The total assels;

g, The total revenues;

h, The net profit afier taxes, or if not-for-profit, iis
excess revenues; and

i. The net quality,
balance,

or if not-for-profit, its fund

§ 6.3:3. The information specified in § 6.3:2 shall relate to
any legal controls that exist as of the 1st of July of each
calendar year in which the survey is required to be
submitted.

& 6.3:4. Each hospital or any corporation that controls a
hospital and that is required to respond to the survey
specified in § 6.3:2 shall complete and return the survey
to the council by the 31st day of August of each calendar
vear or 120 days after the hospital’s fiscal year end,
whichever is later, in which the survey is required to be
submitted. :

§ 6.3:5. Each hospital that reports to the council or any
corporation which controls a hospital that reports to the
council shall submit an audited consolidated financial
statement to the council which includes a balance sheet
detailing its total assets, liabilities and net worth and a
statement of income and expenses and includes
information on all such corporation’s affiliates.

§ 6.4. All filings prescribed in § 6.1, § 6.2 and § 6.3:2 of
these regulations will be made to the council for iis
transmittal to any approved voluntary cost review
organization described in Part IV of these regulations.

§ 6.5. A filing fee based on an adjusied patient days rate
shall be set by the council, based on the needs to meet
annual council expenses. The fee shall be established and
reviewed at least annually and reviewed for its sufficiency
at least annually by the council. All fees shall be paid
directly to the council. The filing fee shall be no more
than 11 cenis per adjusted patient day for each health
care institution filing, Prior to the beginning of each new
fiscal year, the council shall determine a filing fee for
hospitals and a filing fee for nursing homes based upon
the council’s proportionate costs of operation for review of
hospital and nursing home filings in the current fiscal
vear, as well as the anticipated costs for such review in
the upcoming year.

§ 6.6. Fifty percent of the filing fee shall be paid to the
council at the same time that the health care institution
files its budget under the provisions of § 6.2 of these
regulations. The balance of the filing fee shall be paid to
the council at the same time the health care institution
files its annual report under the provisions of § 6.1 of
these regulations, When the council grants the health care
institution an extension, the balance of the f{filing fee shall
he paid to the council no later than 120 days after the
end of the respeciive applicable health care institution's
fiscal year. During the year of July 1, 1989, through June
30, 1980, each nursing home and certified nursing facility
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shall pay a fee of 7 cenis per adjusted patient day when
it files its annual report in order to comply with
subdivisions Al and A2 of § 9-159 of the Code of Virginia,
Following June 30, 1990, all nursing homes and certified
nursing facilities shall submit payment of the filing fees in
the amount and manner as all other health care
institutions.

§ 6.7. A late charge of $10 per working day shall be paid
to the council by a health care institution that files its
budget er , annual report or certified audited financial
statement past the due date,

§ 6.8. A late charge of $50 shall be paid to the council by
the health care institution that files the charge schedule
past the due date.

§ 6.9. A late charge of $25 per working day shall be paid
to the council by the reporting entity required to complete
the survey required in § 6.3:2 or file the audited
consolidated financial statement required by § 6.3:5 or
both.

§ 6.10. A late charge of $25 per working day shall be paid
to the council by the reporting entity required to complete
the survey required in § 6.3:1.

PART VII.
WORK FLOW AND ANALYSIS.

§ 7.1. The annual report data filed by health care
institutions as prescribed in § 6.1 of these regulations shall
be analyzed as directed by the council. Summarized
analyses and comments shall be reviewed by the council
at a scheduled council meeting within approximately 75
days after receipt of properly filed data, after which these
summaries and comments, including council
recommendations, may be published and disseminated as
determined by the council. The health care institution
which is the subject of any summary, report,
recommendation or comment shall received a copy of
same at least 10 days prior to the meeting at which the
same is to be considered by the council,

§ 7.2. The annual schedule of charges and projections
(budget} of revenues and expenditures filed by health care
institutions as prescribed in § 6.2 of these regulations shall
be analyzed as directed by the council. Summarized
anaiyses and comments shall be reviewed by the council
at a scheduled council meeting within approximately 75
days after receipt of properly filed data, after which these
summaries and comments, including council
recommendations will be published and disseminated by
the council. Amendments or modifications to the annually
filed schedule of charges shall be processed in a like
manner and reviewed by the council no later than 50 days
after receipt of properly filed amendments or
modifications, Any health care institution which is the
subject of summaries and findings of the council shalt be
given upon request an opportunity to be heard before the
councilk.

PART VIIL
PUBLICATION AND DISSEMINATION OF
INFORMATION RELATED TO HEALTH CARE
INSTITUTIONS.

§ 8.1, The staff findings and recommendations and related
council decisions on individual heaith care institutions’
annual historical data findings will be kept on file at the
council office for public inspection. However, the detailed
annual historical data filed by the individual heaith care
institutions will be excluded from public inspection in
accordance with § 5-159 B, of the Code of Virginia.

§ 8.2. Periodically, but at least annually, the council will
publish the rates charged by each health care institution
in Virginta for up to 30 of the most frequently used
services in Virginia, including each institution’s average
semiprivate and private room rates. The data will be
summarized by geographic area in Virginia, and will be
kept on file at the council office for public inspection and
made available to the news media. In addition, annual
charge schedules and subsequent amendments to these
schedules filed under the provisions of § 6.3 of these rules
and regulations will be kept on file at the council office
for public inspection. Staff findings and recommendations
and related council decisions on changes to health care
institutions’ rates and charges will also be kept on file at
the council office for public inspection and available to
the news media.

§ 8.3. Periodically, but at least annually, the council will*.
publish an annual report which will include, but not be
limited to the following: cost per admission comparison,
cost per patient day comparison, percentage increase in
cost per patient day, budget and  historical reports
reviewed, interim rate changes, excess operating expenses,
revenue reduction recommendations, operating profits and
logses, deductions from revenue (coniractuals, bad debts,
and charity care) and hospital utilization.

§ 8.3:1. The council will also periodically publish and
disseminate information which will allew consumers to
compare cosis and services of hospitals, nursing homes
and certified nursing facilities.

§ 8.4, The staff findings and recommendations and related
council decisions on individual health care institutions’
annual budget and related rate filings will be kept on file
at the councit office for public inspeciion. However, the
detailed annual budget data filed by the individual healih
care institutions will be excluded from public inspection.

§ 8.5. The council may release historical financial and
statistical data reported by health care institutions to state
or federal commissions or agencies based on individual,
specific requests, and the merit of such requests. Requests
must list the purpose for which the requested data is to
be used to permit the council to reach a valid decision on
whether or not the data requested will fit the need and
should, therefore, be made available. Under no
circumstances will data be released which contains
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‘personal information” as defined in § 2.1-379(2) of the
Code of Virginia,

$ 8.6. The council shall not releaseé prospective (budgeted)
financial and statistical data reported by health care
institutions to anyone, except for the staff findings and
recommendations as provided for in § 84 of these
regulations.

§ 8.7. No data, beyend that specified in §§ 8.1 through 8.4
of these regulations will be released to other
nongovernmental organizations and entities, except that
data deemed pertinent by the counci! in negotiations with
third-party payors such as Blue Cross/Blue Shield,
commercial insurors, etc. Such periinent data may be
released and used on an eXception, as needed, basis.

§ 8.8. Except for data specified in §§ 8.1 through 8.4 of
these regulations available to anyone, the council shall
have a right to furnish data, or refuse to furnish data,
based on merit of the request and ability to furnish data
based on data and staff time availability. The council may
levy a reasonable charge to cover costs incurred in
furnishing any of the data described in this section of the
rules and regulations.

NOTICE: The forms used in administering the Virginia
Health Services Cost Review Council Regulations are not
being published due to the large number; however, the
name of each form is listed below. The forms are
available for public inspection at the Virginia Health
Services Cost Review Councit, 805 East Broad Street, 6th
Floor, Richmond, Virginia, or at the Office of the
Registrar of Regulations, General Assembly Building, 2nd
Floor, Room 262, Richmond, Virginia,

Budget Submission for Acute Care Facilities

Budget Submission for Long Term Care Facilities
Budget Submission for Outpatient Surgical Hospitals
Historical Submission for Acute Care Facilities
Historical Submission for Long Term Care Facilities
Historical Submission for Outpatient Surgical Hospitals

VIRGINIA HOUSING DEVELCPMENT AUTHORITY

NQTICE: The Virginia Housing Development Authority is

exempted from the Administrative Process Act (§ 9-6.14:1
et seq. of the Code of Virginia); however, under the
provisions of § 9-6.14:22, it is required to publish all
proposed and final regulations.

Title of Regulation; VR 499-01-0001. Rules apd Regulations
- Genperal Provisions for Pregrams of the Virginia
Housing Development Authority.

Statutory Authority: § 36-55,30:3 of the Code of Virginia.
Public Hearing Date: N/A — Written comments may be

sybmitted until November 15, 1991.
‘ (See Calendar of Events section

for additional information)

Summary:

The proposed amendments to the rules and regulations
- general provisions for programs of the Virginia
Housing Development Authority (‘“rules and
regulations”) will delete the income limit of seven
times annual rent and utilities for units In
developments financed by morigage loans approved by
the authority on or after November 19, 1981, and
permit the income limits for such developments to be
established, as a percenfage of area median income,
by other rules and regulations of the authorily or by
resolution of the board of the authority,

VR 4006-01-0001. Rules and Regulations - General Provisions
for Programs of the Virginia Housing Development
Authority.

§ 1. Definitions.

The following words and terms, when used in these
regulations, shall have the following meaning, unless the
context clearly indicaies otherwise:

“Act” means the Virginia Housing Development
Authority Act, being Chapter 1.2 (§ 36-55.24, et seq.) of
Title 36 of the Code of Virginia.

“Adjusted family income” means the total annual income
of a person or all members of a family residing or
intending to reside in a dwelling unit, from whatever
source derived and before taxes or withholdings, less the
total of the credits applicable to such person or family,
computed in accordance with the following: (i) a credit in
an amount equal to §1,000 for each dependent family
member other than such a family member (ualifying
under (vi) below; (ii) a credit in an amount equal to the
lesser of $1,000 or 10% of such total annual income; (iii)
a credit in an amount equal to all income of such person
or any such family member of an unusual eor temporary
nature and not related to such person’s or family
member's regular employment, to the extent approved by
the executive director; (iv) a credit in an amount equal fo
all earnings of any family member who is a minor under
18 years of age or who is physically or mentally
handicapped, as determined on the basis of medical
evidence from a licensed physician or other appropriate
evidence satisfactory to the executive director; (v) a credit
in an amount equal to such person or family’s medical
expenses, not compensated for or covered by insurance, in
excess of 3.0% of such total annual income; and (vi) a
credit in an amount equal to 1/2 of the total annual
income of all family members over 18 years of age who
are secondary wage earners in the family, provided,
however, that such credit shall not exceed the amount of
$2,500. If federal law or rules and regulations impose
limitations on the incomes of the persons or families who
may own or occupy a single family dwelling unit or
multi-family residential housing development, the authority
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may provide in its rules and regulations that the adjusted
family income shall be computed, for the purpose of
determining eligibility for ownership or occupancy of such
gingle family dwelling unit or the dwelling units in such
multi-family residential housing development (or, if so
provided in the applicable rules and regulations of the
authority, only those dwelling units in such develspment
which are subject to such federal income limitations), in
the manner specified by such federal law or rules and
regulations (subject {o such modifications as may be
provided in or authorized by the applicable rules and
regulations of the authority) rather than in the manner
provided in the preceding sentence.

“Applicant” means an individual, corporation,
parinership, limited partnership, joint venture, trust, firm,
association, public body or other legal entity or any
combination thereof, making application io receive an
authority mortgage loan or other assistance under the Act.

“Application” means a request for an authority mortgage
loan or other assistance under the Act.

“Authorify” means the Virginia Housing Development
Authority.

“Authority morigage loan” or “morigage Ipan” means a
loanr which is made or financed or is to be made or
financed, in whole or in part, by the authority pursuant to
these rules and regulations and is secured or is to be
secured by a mortgage.

“Board”
-authority.

means the Board of Commissioners of the

“Dwelling unit” or “unif” means a unit of living
accommodations intended for occupancy by one person or
farmily,

“Executive director” means the executive director of the
authority or any other officer or employee of the authority
who is authorized to act on his behalf or on behalf of the
authority pursuant to a resolution of the board.

“Family” means, in the context of the financing of a
single family dwelling unit, two or more individuals
related by blood, marriage or adoption, living together on
the premises as a single nonprofit housekeeping unit. In
all contexts other than the financing of a single family
dwelling unit, “family” means two or more individuals
living together in accordance with law.

“FHA” means the Federal Housing Administration and
any successor entity.

“For-profit housing sponsor” means a housing sponsor
which is organized for profit and may be required by the
authority to agree to limit its profit in connection with the
sponsorship of authority financed housing in accordance
with the terms and conditions of the Act and these rules
and regulations and subject to the regulatory powers of

the authority.

“Gross family income” means the combined annualized
gross income of all persons residing or intending to reside
in a dwelling unif, from whatever source derived and
before taxes or withholdings. For the purpose of this
definition, annualized gross income means gross monthly
income multiplied by 12. Gross monthly income is the sum
of monthly gross pay; plus any additional income from
overtime, part-time employment, bonuses, dividends,
interest, royailties, pensions, Veterans Administration
compensation, net rental income; plus other income (such
as alimony, child support, public assistance, sick pay,
social security benefils, unemployment compensation,
income received from trusts, and income received from
business activities or invesiments).

“Multi-family dwelling unit” means a dwelling unit in
multi-family residential housing.

“Nonproefit housing sponsor” means a housing sponsor
which is organized not for profit and may be required by
the authority to agree not to receive any limited dividend
distributions from the ownership and operation of a
housing development.

“Person” means:
1. An individual who is 62 or more years of age;

2. An individual who is handicapped or disabled, ai
determined by the executive director on the hasis of
medical evidence from a licensed physician or other
appropriate evidence satisfactory io the executive
director; or

3. An individual whe is neither handicapped nor
disabled por 62 or more years of age; provided that
the board may from time to fime by resclufion (i)
limit the number of, fix the maximum number of
bedrooms contained in, or otherwise impose
restrictions and limitations with respect to single
family dwelling units that may be financed by the
authority for occupancy by such individuals and (ii)
limit the percentage of mulii-family dwelling units
within a multi-family residential housing development
that may be made available for occupancy by such
individuals or otherwise impose restrictions and
limitations with respeci to multi-family dwelling units
intended for occupancy by such individuals.

“Rent” means the rent or other occupancy charge
applicable to a dwelling unit within a housing development
operated on a rental basis or owned and operated on a
cooperative basis.

“Reservation” means the official action, as evidenced in
writing, taken by the authority to designaie a specified
amount of funds for the financing of a mortgage loan on a
single family dwelling unit.
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“Single family dwelling unit” means a dwelling unit in
single family residential housing.

The foregoing words and terms, when used in any other
rules and regulations of the authority, shall have the same
meaning as set forth above, unless otherwise defined in
such rules and reguiations. Terms defined in the Act and
used and not otherwise defined herein shall have the same
meaning ascribed to them in the Act.

§ 2. Eligibility for occupancy.

A, The board shall from time to time establish, by
resolution or by rules and regulations, income limitations
with respect to single family dwelling units financed or to
be financed by the authority. Such income limits may vary
based upon the area of the state, type of program, the
gize and circumstances of the person or family, the type
and characteristics of the single-family dwelling unit, and
any other factors determined by the board to be necessary
or appropriate for the administration of its programs. Such
resolution or rules and regulations shall specify whether
the person’s or family’s income shall be calculated as
adjusted family income or gross family income. To be
considered eligible for the financing of a single family
dwelling unit, a person or family shall not have an
adjusted family income or gross family income, as
applicable, which exceeds the applicable limitation
established by the board. It shall be the responsibility of
:ach applicant for the financing of a single family
Aweiling unit to report accurately and completely his
adjusted family income or gross family income, as
applicable, family composition and such other information
relating to eligibility for occupancy as the executive
director may require and to provide the authority with
verification thereof,

B. To be considered eligible for occupancy of a
multi-family dwelling unit financed by an authority
mortgage ioan, a person or family shall not have an
adjusted family income greater than (i) in the case of a
multi-family dwelling unit for which the board has
approved the morfgage loan prior to November 19, 1991,
seven times the iotal annual rent, including utilities except
telephone, applicable to such dwelling unit, provided,
however, that the board may from time to time establish,
by resolution or by rules and regulations, lower income
limits for occupancy of such dwelling unit; and provided
further that in the case of any dwelling unit for which no
amounts are payable by or on behalf of such person or
family or the amounts payable by or on behalf of such
person or family are deemed by the board not to be rent,
the income limits shall be established by the board by
resolution or by rules and regulations ; or (ii) in the case
of a multi-family dwelling unit for which the board has
approved the morigage loan on or after November 19,
1991, such percentage of the area median income as the
board may from time to time establish by resolution or by
rules and regulations for occupancy of such dwelling unit,
In the case of a multi-family dwelling unit described in (i)
ibove, the mortgagor and the authority may agree lo

apply an income limit established pursuani to (ii) above in
lieu of the income [imit sef forth in (i) above .

C. It shall be the responsibility of the housing sponsor to
examine and determine the income and eligibility of
applicants for occupancy of multi-family dwelling units,
report such determinations to the authority in such form
as the executive director may require, reexamine and
redetermine the income and eligibility of all occupants of
such dwelling units every two years or at more frequent
intervals if required by the executive director, and report
such redeterminations to the authority in such form as the
executive director may require. It shall he the
responsibility of each applicant for occupancy of a
multi-family dwelling unit, and of each occupant of such
dwelling units, {0 report accurately and completely his
adjusted family’s income, family composition and such
other information relating to eligibility for occcupancy as
the executive director may require and io provide the
housing sponsor and the authority with verification thereof
at the times of examination and reexamination of income
and eligibility as aforesaid.

D. With respect 10 a person or family occupying a
multi-family dwelling unit, if a periodic reexamination and
redetermination of the adiusted family’s income and
eligibility as provided in subseciion C of this section
establishes that such person’s or family's adjusted family
income then exceeds the maximum limit for occupancy of
such dwelling unit applicable at the time of such
reexamination and redetermination, such persen or family
shall be permitied to continue to occupy such dwelling
unit; provided, however, that during the period that such
person’s or family’s adjusted family income exceeds such
maximum limit, such person or family may be required
by the executive director to pay such rent, carrving
charges or surcharge as determined by the executive
director in accordance with a schedule prescribed or
approved by him. If such person’s or family’s adjusted
family income shall exceed such maximum limit for a
period of six months or more, the executive director may
direct or permit the housing sponsor to terminate the
tenancy or interest by giving written notice of termination
1o such person or family specifying the reason for such
termination and giving such person or family not less than
90 days (or such longer period of time as the authority
shall determine to be necessary to find suitable alternative
housing) within which to vacate such dwelling unit. If any
person or family residing in & housing development which
is a cooperative is se required to be removed from the
housing development, such person or family shall be
discharged from any liability on any note, bond or other
evidence of indebtedness relating thereto and shall be
reimbursed for all sums paid by such person or family to
the housing sponsor on account of the purchase of stock
or debentures as a condition of occupancy in such
cooperative and any additional sums payable to such
person or family in accordance with a schedule prescribed
or approved by the authority, subject however to the
terms of any instrument or agreement relating to such
cooperative or the occupancy thereol
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§ 3. Forms.

Forms of documents, instruments and agreements to be
employed with respect to the processing of applications,
the making or financing of loans under these rules and
regulations, the issuance and sale of authority notes and
bonds, and any other matters relating to such loans and
the implementation and administration of the authority’s
programs shail bde prepared, revised and amended from
time to time under the direciion and control of the
executive director.

§ 4. Interest rates.

The executive director shall establish the interest rate or
rates to be charged to the housing sponsor or person or
family in connection with any Ioan made or financed
under these rules and regulations. To the extent permitted
by the documents relating to the loan, the eXxecutive
director may adjust at any iime and from time fo time
the interest rate or rates charged on such loan. Without
limiting the foregoing, the interest rate or rates may be
adjusted if such adjustment is determined to be necessary
or appropriate by the executive director as a result of any
allocation or reallocation of such loan to or among the
authority’s note or bond funds or any other funds of the
authority. Any interest rate or rates established pursuant to
this § 4 shall reflect the intent expressed in subdivision 3
of subsection A of § 36-55.33:1 of the Code of Virginia,

§ 5. Federally assisted loans.

When a housing development or dwelling unit financed
by a loan under these rules and regulations or otherwise
assisted by the authority is subject to federal morigage
insurance or is otherwise assisted or aided, directly or
indirectly, by the federal government or where the
authority assists in the administration of any federal
program, the applicable federal iaw and rules and
regulations shall be confrolling over any inconsistent
provision hereof.

§ 6. Admipistration of state and federal
acceptance of aid and guarantees,

programs;

A. The hoard by resolution may authorize the authority
to operaie and administer any program to provide loans or
other housing assistance for persons and families of low
and moderate income and, in furtherance thereof, to enter
into agreements or other transactions with the federal
government, the Commonwealth of Virginia or any
governmental agency thereof, any municipality or any
other persons or entities and to take such other action as
shall be necessary or appropriate for the purpose of
operating and administering, on behalf of or in cooperation
with any of the foregoing, any such program.

B. The board by resolution may authorize the

acceptance by the authority of gifts, grants, loans,
contributions or other aid, ircluding insurance and
guarantees, from the federal government, the

Commonwealth of Virginia or any agency thereof, or ani.
other source in furiherance of the purposes of the Act, do
any and all things necessary in order to avail itself of
such aid, agree and comply with such conditions upon
which such gifts, granis, loans, contributions, insurance,
guarantees or other aid may be made, and authorize and
direct the execution on behalf of the authority of any
instrument or agreement which it considers necessary or
appropriate fo implement any such gifts, grants, loans,
contributions, insurance guarantees or other aid.

C. Without limitation on the provisions of subsection B of
this section, the board by resolution may authorize the
accepiance by the authority of any insurance or guarantee
or commitment {0 insure or guarantee its bonds or notes
and any grant with respect to such bonds or notes,
whether insured, guaranteed or otherwise, and may
authorize and direct the execution on behalf of the
authority of any instrument or agreement which it
considers necessary or appropriate with respect thereto.

§ 7. Assistance of morigage lenders.

The authority may, at its option, utilize the assistance
and services of mortgage lenders in the processing,
originating, disbursing and servicing of loans under these
rules and regulations. The executive director is authorized
to take such action and to execute such agreements and
documents as he shall deem necegsary or appropriate in
order to procure, maintain and supervise such assistance
and services. In the case of authority mortgage loans to b
fingnced from the proceeds of obligations issued by the
authority pursuant to § 36-55.37:1 of the Code of Virginia,
the authority shall be required to utilize such assistance
and services of mortgage lenders in the origination and
servicing of such authority mortgage loans.

§ 8. Purchase of mortgage loans.

A. The auihority may from time to time, pursuant and
subject to its rules and regulations, purchase mortgage
loans from mortgage lenders. In furtherance thereof, the
execuiive director may request mortgage lenders to submit
offers to sell mortgage loans to the authority in such
manner, within such time period and subject to such terms
and conditions as he shall specify in such request. The
executive director may take such action as he shall deem
necessary or appropriate to solicit offers to sell mortgage
loans, including mailing of the request to mortgage
lenders, advertising in newspapers or other publications
and any other methods of public announcement which he
may select as appropriate under the circumstances. The
executive director may also consider and accept offers for
sale of individual morigage loans submitied from time to
time to the authority without any solicitation therefor by
the authority.

B. The authority shall require as a condition of the
purchase of any morigage loans from a mortgage lender
pursuant to this section that such mortgage iender within
180 days from the receipt of proceeds of such purchas
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sall enter into written commitments to make, and shall
thereafter proceed as promptly as practical to make and
disburse from such proceeds, residential morigage loans in
the Commonwealth of Virginia having a stated maturity of
not less than 20 years from the date thereof in an
aggregate principal amount equal to the amount of such
proceeds.

C. At or before ihe purchase ¢f any mortgage loan
pursuant to this section, the mortgage lender shaill certify
to the authority that the morigage loan would in all
respects be a prudent invesiment and that the proceeds of
the purchase of the morigage loan shall be invested as
provided in subsection B of this section or invested in
shortterm obligations pending such investment,

D. The purchase price for any mortgage loan to be
purchased by the authority pursuant to this section shalt
be established in accordance with subdivision (2) of §
36-55.35 of the Code of Virginia.

§ 9. Waiver,

The executive director may for good cause in any
particular case waive or vary any of the provisions of
these rules and regulations to the extent not inconsistent
with the Act or with other applicable provisions of law .

§ 10. Amendment.

3
. These rules and regulations may be amended and
" supplemented by the board at such times and in such
manner as it may determine, to the extent not inconsistent
with the Act or with other applicable provisions of law.

§ 11. Separability.

If any clause, sentence, paragraph, section or part of
these rules and regulations shall be adjudged by any court
of competent jurisdiction to be invalid, such judgment shall
not affect, impair or invalidate the remainder thereof, but
shall be confined in its operation to the clause, sentence,
paragraph, section or part thereof directly involved in the
controversy in which such judgment shall have been
rendered.

ok % % ¥ ¥ ¥ 7

Title of Regulation; VR 490-02-081. Rules and Regulations
for Multi-Family Housing Developments.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.
Public Hearing Date: N/A — Written commenis may be
submitted until November 15, 1991,

(See Calendar of Events section

for additional information)

Summary;

": The proposed amendments to the rules and regulations

for multi-family housing developmenits (“rules and
regulations”) will make certain changes in the income
limits for the occupants of muliti-family rental housing
developments financed by mortgage loans approved by
the authority on or after November 159, 1891

VR 400-02-0001. Rules and Regulations for Multi-Family
Housing Developments. .

§ 1. Purpose and applicability.

The following rules and regulations will be applicable to
mortgage loans which are made or financed or are
proposed to be made or financed by the authority to
mortgagors to provide the construction and/or permanent
financing of multi-family housing developments {inciuding
any such developments to be owned and operated on a
cooperative basis) intended for occupancy by persons and
families of low and moderate income (“development” or
“developmenis”). These rules and regulations shall be
applicable to the making of such mortgage loans directly
by the authority o mortgagors, the purchase of such
morigage loans, the participation by the authority in such
mortgage loans with mortgage lenders and any other
manner of financing of such mortgage loans under ihe Act
These rules and regulations shall not, however, apply to
any developments which are subject {0 any other rules
and regulations adopted by the authority. If any mortgage
loan is to provide either the construction or permanent
financing (but not both) of a development, these rules and
regulations shall be applicable to the extent determined by
the execufive director to be appropriate for such financing.
If any development is subiect to federal mortgage
insurance or is otherwise assisted or aided, directly or
indirectly, by the federal government, the applicable
federal rules and regulations shall be controlling over any
inconsistent provision. Furthermore, if the mortgage loan
on any development is to be insured by the federal
government, the provisions of these rules and regulations
shall be applicable to such development only to the extent
determined by the executive director to be necessary in
order to (i) protect any interest of the authority which, in
the judgment of the executive director, i not adequately
protected by such insurance or by the implementation or
enforcement of the applicable federal rules, regulations or
requirements or (ii) to comply with the Act or fulfill the
authority’s public purpose and obligations thereunder.
Developments shall include housing intended to be owned

and operated on a cooperative basis. The term
“comstruction”, as used herein, shall include the
rehabilitation, preservation or improvement of existing
structures.

Mortgage loans may be made or {inanced pursuant to
these rules and regulations only if and to the exient that
the authority has made or expects to make funds available
therefor,

Motwithstanding anything to the contrary herein, the
executive director is authorized with respect io any
development to waive or modify any provision herein
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where deemed appropriated by him for good cause, to the
extent not inconsistent with the Act and covenants and
agreements with the holders of its bonds.

All reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive benefit and protection of
the authority and shall not be construed fo waive or
modify any of the rights, benefits, privileges, duties,
liabilities or responsibilities of the authority, the
morigagor, the contracior or other members of the
development team under the initial closing documents as
described in § 7 of these rules and regulations.

These rules and regulations are intended to provide a
general description of the authority’s processing
requirements and not intended to include all actions
involved or required in the processing and adminisiration
of morigage leans under the authority’s multi-family
housing programs. These rules and regulations are subject
to change at any time by the authority and may be
supplemented by policies, rules and regulations adopted by
the authority from time to time with respect to any
particular development or developments or any
multi-family housing program or programs.

§ 2. Income limits and general restrictions.

Under the authority’s rules and regulations, to be
eligible for occupancy of a multi-family dwelling unit, a
person or family shall not have an adjusted family income
(as defined therein) greater than (1) in the case of a
multi-family dwelling unit for which the board has
approved the mortgage loan prior to November 19, 1991,
seven times the tedal annual rent, inchuding utilities except
telephone, applicable to such dwelling unit - The |
provided, however, that the authority’s rules and
regulations authorize its board to establish from time to
time by resclution and by rules and regulations lower
income limits for initial occupancy ; or (§i) in the case of
a multi-family dwelling unit for which the board has
approved the mortgage loan on or affer November 19,
1991, such percentage of the area median income as the
board may from lime lo time establish by resolution or by
rules and regulations for occupancy of such dwelling unit
In the case of a multi-family dwelling unit described in (i)
above, the mortgager and (he authorily may agree fo
apply an income limil established pursuant to (ii) above in
lieu of the income limit set forth in (i) above. Income
limits are established below in fhese rules and reguiations
in addition fo the Ilimit set forth in (i) above and in
implementation of the provisions of (ii} above .

In the case of developments for which the authority has
agreed to permit the morigagor to establish and change
rents without the prior approval of the authority (as
described in , and subject to the provisions of, §§ 11 and
14 of these rules and regulations), at least 20% of the
units in each such development shall be occupied or held
available for occupancy by persons and families whose

adjusted family incomes (at the time of their initia.
occupancy) do not exceed B0Y% of the area median income
as determined by the authority, and the remaining units
shall be occupied or -held available for occupancy by
persons and families whose adjusted family incomes (at
the time of their initial occupancy) do nol exceed (i) in
the case of units for which the board has approved the
morigage loan prior to November 19, 1991, 1509 of such
area median income as so determined or (i) in the case
of units for which the board has approved the morigage
Inan on or after November 18, 1991, 115% of such area
median income as so defermined. The income limits
applicable fo persons and families at the lime of
reexamination and redetermination of their adjusted family
incomes and eligibilily subsequent (o their initial
occupancy of such units shail be as set forth in (i) or (ii),
as applicable, in the preceding senfence (or, in the case of
unifs described in (i) In the preceding sentence, such
Iesser income Iimit equal to seven times fhe annual renf,
including utilities except telephone, applicable to such
dwelling units),

The board may establish, in the resolution authorizing
any morigage loan to finance a development under these
rules and regulations, income limits lower than those
provided herein or in the authority’s rules and regulations
for the occupanis of the units in such development.

Furthermore, in the case of developments which are
subject to federal morigage insurance or assistance or arr
financed by notes or bends exempt from federal incomt
taxation, federal regulations may establish lower income
limitations which in effect supersede the authority’s
income limiis as described above.

If federal law or rules and regulations impose
limnitations on the incomes of the persons or families who
may occupy all or any of the units in a development, the
adjusted family incomes of applicants for occupancy of all
of the units in the development shall be computed, for the
purpose of determining eligibility for occupancy thereof
hereunder and under the authority’s rules and regulations,
in the manner specified in such federal law and rules and
regulations, subject to such modifications as the executive
director shall require or approve in order to facilitate
processing, review and approval of such applications.

Notwithstanding anything fo the contrary herein, all
developments and the processing thereof under the terms
hereof must comply with (i) the Act ; (ii) the applicable
federal laws and reguiations governing the federal tax
exemption of the notes or bonds issued by the authority to
finance such developments; (iii) in the case of
developments subject to federal mortgage insurance or
other assistance, all applicable federal laws and regulations
relating thereto; and (iv) the requiremenis set forth in the
resolutions pursuant to which the notes or bonds are
issued by the authority to finance the developments.
Copies of the authority’s note and bond resolutions are
available upon request.
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.4 3. Terms of mortgage loans.

The authority may make or finance mortgage loans
secured by a lien on real property or, subject to certain
limitations in the Act, a leasehold estate in order (o
finance development intended for occupancy by persons
and families of low and moderate income. The term of
the mortgage loan shall be equal to (i) if the mortgage
loan is to finance the construction of the proposed
development, the period determined by the executive
director to be necessary to: (1) complete construction of
the development, (2) achieve sufficient occupancy to
support the development and (3) consummate the final
closing of the mortgage loan; plus (ii) if the mortgage loan
is to finance the ownership and operation of the proposed
development, an amortization period set forth in the
mortgage loan commitment but not to exceed 45 years.
The executive director may require that such amortization
period not extend beyond the termination date of any
federal insurance, assistance or subsidy.

Mortgage loans may be made to: (i) forprofit housing
sponsors in original principal amounts not to exceed the
lesser of the maximum principal amount specifieq in the
mortgage loan commitment or such percentage of the
housing development costs of the development as is
established in such commitment, but in no event o exceed
95%; and (ii) nonprofit housing sponsors in original
principal amounts not to exceed the lesser of the

- minimum principai amount specified in the morigage loan
commitment or such percentage of the housing
‘development costs of the development as is established in
such commitment, but in no event to exceed 100%,.

The maximum principal amount and percentage of
housing development costs specified or established in the
morigage loan commitment shall be determined by the
authority in such manner and based upon such factors as
it deems relevant to the security of the morigage loan and
fulfillment of its public purpose. Such factors may include
the fair market value of the proposed development as
completed, the economic feasibility and marketability of
the proposed development at the rents necessary to pay
the debt service on the mortgage loan and the operating
expenses of the proposed development, and the income
levels of the persons and families who would be able to
afford to pay such rents.

The categories of cost which shall be allowable by the
authority in the acquisition and construction of a
development financed under these rules and regulations
shall include the following: (i) construction costs, including
equipment, labor and materials furnished by the
mortgagor, contractor or subcontractors, general
requirements for job supervision, an allowance for office
overhead of the coniractor, building permit, bonds and
letters of credit to assure completion, water, sewer and
other utility fees, and a contractor’s profit or a profit and
risk allowance in lieu thereof; (ii) architectural and
_engineering fees; (jii) interest on the morigage loan; (iv)
real estate taxes, hazard insurance premiums and

mortgage insurance premiums,
expenses; (vi) surveys, (vii) test borings; (viii) the
authority’s Ifinancing fees; (ix) legal and accounting
expenses; (x) in the case of a nonprofit housing sponsor,
organization and Sponsor eXpenses, consuliant fees, and a
reserve to make the development operational; (xi) offsite
costs; (xii} the cost or fair market value of the land and
any improvements thereon to be used in the development;
(xiii) tenant relocation costs; {xiv) operating reserves to be
funded from proceeds of the mortgage loan; (xv) and such
other categories of costs which the executive director shall
determine to be reasonable and necessary for the
acquisiion and construction of the development, The
extent to which costs in any of such categories shall be
allowable in respect of a specific development and
incledable in the housing development costs thereof as
determined by the authority at final closing shall be
governed by the terms of the authority’s cost certification
guide for mortgagors, contractors and certified public
accountants (the “cost certification guide”). The executive
director is authorized to prepare and from time to time
revise the cost certification guide. Copies of such guide
shall be available upon request. Upon completion of the
acquisition and construction of the development, the total
of the housing development costs shall he certified to the
authority in accordance with these rules and regulations
and the cost certification guide, subject to the review and
determination of the authority. In lieu of such certification
of housing development costs, the executive director may
require such other assurances of housing development
costs as he shall deem necessary to enable the authority
to determine with reasonable accuracy the actual amount
of such housing development costs.

(vy title and recording

The interest rate on the mortgage loan shail be
established - at the initial closing and may be thereafter
adjusied in accordance with the authority’s rules and
regulations and terms of the deed of trust note, The
authority shall charge a financing fee equal to 2.5% of the
mortgage loan amount, unless the executive director shall
for good cause require the payment of a different
financing fee. Such fee shall be payable ati such times as
hereinafter provided or at such other times as the
executive director shall for good cause require.

§ 4. Solicitation of proposals.

The executive director may from time to time take such
action as he may deem necessary or proper in order to
solicit proposals for the financing of developments. Such
actions may include advertising in newspapers and other
media, mailing of information to prospective applicants
and other members of the public, and any other methods
of public announcement which the executive director may
select as appropriate under the circumstances. The
executive director may impose regquirements, limitations
and conditions with respect to the submission of proposals
and the selection of developmenis as he shall consider
necessary or appropriate. The execufive director may
cause market studies and other research and analyses to
be performed in order 1o determine the manner and
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conditions under which available funds of the authority
are to be allocated and such other matters as he shall
deem appropriate relating to the selection of proposals.
The authority may also consider and approve proposais for
financing of developments submitted from time to time to
the authority without any solicitation therefor on the part
of the authority.

§ 5. Application and acceptance for processing.

Application for a morigage loan shall be commenced by
filing with the authority an application, on such form or
forms as the executive director may from time to time
prescribe, together with such documents and additional
information as may be requested by the authority,
including, but not limited to: initial site, elevation and unit
plans; information with respect to the status of the
proposed development site and the surrounding community;
any option or sales contract to acquire the site; an
evaluation of the need and effective demand for the
proposed development in the market area of such site;
information regarding the iegal, business and financial
status and experience of the members of the applicant’s
proposed development team and of the principals in any
entity which is a member thereof, including current
financial statements (which shall be audited in the case of
a business entity) for the mortgagor (if existing), the
general contractor and the principais therein; information

regarding amenities and services proposed to be offered to

the tenants; a preliminary estimate of the housing
development costs and the individual components thereof;
the proposed schedule of rents; a preliminary estimate of
the annual operating budget and the individual components
Jhereof; the estimated utility expenses to be paid by the
tenants of dwelling units in the proposed development; and
the amount of any federal insurance, subsidy or assistance
which the applicant is requesting for the proposed
development.

The authority’s staff shall review each application and
any additional informstion submitted by the applicant or
obtained from other sources by the authority in its review
of each proposed development. Such review shall be
performed in accordance with subdivision 2 of subsection
D of § 36-55.33:1 of the Code of Virginia and shall include,
but not be limited to, the following:

1. An analysis of the site characteristics, surrounding
land uses, available utilities, transportation,
employment opportunities, recreational opportunities,
shopping facilities and other factors affecting the site;

2. An evaluation of the ability, experience and
financial capacity of the applicant and general
contractor and the qualifications of the architect,
management agent and other members of the
proposed development team;

3. A preliminary evaluation of the estimafed
construction costs and the propesed design and
siructure of the proposed development;

4. A preliminary review of the estimated operating.
expenses and proposed rents and a preliminary
evaluation of the adequacy of the proposed rents to
sustain the proposed development based upon the
assumed occupancy rate and estimated consiruction
and financing costs; and

5, A preliminary evaluation of the marketability of the
propesed development.

Based on the authority’s review of the applications,
documents and any additional information submitted by
the applicants or obtained from other sources by the
authority in ils review of the proposed developments, the
executive director shall accept for processing those
applications which he determines best satisfy the following
criteria:

1. The vicinity of the proposed development is and
wiil continue to be a residential area suitable for the
proposed development and is not now, nor is it likely
in the future to become, subject to uses or
deterioration which could cause undue depreciation in
the value of the proposed development or which could
adversely affect its operation, marketability or
economic feasibility.

2. There are or will be available on or before the
estimated completion date (i) direct access to
adequate public roads and utilities and (ii} such public:
and private facilities (such as schools, churches,
transportation, retail and service establishments, parks,
recreational facilities and major public and private
employers) in the area of the proposed development
as the executive director determines te be necessary
or desirable for use and enjoyment by the
contemplated residents.

3. The characteristics of the site (such as iis size,
topography, terrain, soil and subsoil conditions,
vegetation, and drainage conditions) are suitable for
the construction and operation of the proposed
development, and the site is free from any defects
which would have a maferially adverse effect on such
construction and operation.

4. The location of the proposed development will
promote and enhance the marketability of the unmits to
the person and families intended for occupancy
thereof.

5. The applicant either owns or leases the site of the
proposed development or has the legal right to
acquire or Iease the site in such manner, at such fime
and subject to such terms as will permif the applicant
to process the application and comsummate the initial
closing.

6. The design of the proposed development Is
atiractive and esthetically appealing, will contribute to
the marketability of the proposed development, makes
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use of materials {0 reduce energy and mainienance
costs, provides for a proper mix of units for the
residents intended io be benefitted by the authority’s
program, provides for umits with adequate,
well-designed space, includes equipment and facilities
customarily used or enjoyed in the area by the
contemplated residents, and will otherwise provide a
safe, habitable and pleasant living environment for
such residents,

7. Subject to further review and evaluation by the
authority’s staff under § 6 of these rules and
regulations, the estimated construction costs and
operating expenses appear to be complete, reasenable
and comparable to those of similar developments,

8. Subject to further review and evaluation by the
authority’s staff under § 6 of these rules and
regulations, the proposed renis appear to be at levels
which will: (i) be affordable by the persons and
families intended to be assisted by the authority; (i)
permit the successful marketing of the units to such
persons and families; and (iii) sustain the operation of
the proposed development.

9. The applicant and general contractor have the
experience, ability and financial capacity necessary to
carry out their respective responsibilities for the
acquisition, construction, ownership, operation,
marketing, maintenance and wmanagement of the
proposed deveiopment.

10. The architect, management agent and other
members of the proposed development {eam have the
qualifications necessary to perform their respective
functions and responsibilities.

11. The application and proposed development
conform to the requirements, limitations and
conditions, if any, imposed by the executive director
pursuant to § 4 of these rules and regulations.

12. The proposed development will contribute fo the
implementation of the policies and programs of the
authority in providing decent, safe and sanitary rental
housing for low and moederate income persons and
families who cannot otherwise afford such housing and
will assist in meeting the need for such housing in the
market area of the proposed development,

13. 1t appears that the proposed develepment and
applicant wiil be able to meet the requirements for
feasibility and commiiment set forth in § 6 of these
rules and regulations and that the proposed
development will otherwise continue to be processed
through initial closing and will be completed and
operated, all in compliance with the Act, the
documents and contracts executed at initial closing,
applicable federal laws, rules and regulations, and the
provisions of these rules and regulations and without
unreasonable delay, interruptions or expense.

If only one application is being reviewed for acceptance
for processing, the executive director shall accept such
application for processing if he determines that such
application adequately satisfies the foregoing criteria.

In the selection of an application or applications for
processing, the executive director may take lnie account
the desirability of allocating funds to. different sponsors
throughout the Commonwealth of Virginia.

Nothing contained herein shall require the authority to
select any application which, in the judgment of the
executive director, does not adequately satisty the
foregoing criteria.

The executive director’s deferminations with respect to
the above criteria shall be based omnly on the documents
and information received or obtained by him at that time
and are subject to modification or reversal upon his
receipt of additional documents or information at a later
time. In addition, the application shall be subject to
further review in accordance with § 6 of these rules and
regulations.

The executive director may impose such terms and
conditions with respect to acceptance for processing as he
shall deem necessary or appropriate. If any proposed
development is so accepted for processing, the éxecutive
director shall notify the sponsor of such acceptance and of
any terms and conditions imposed with respect thereto and
may require the paymeni by the sponsor of a
nonrefundable processing fee of 0.25% of the estimated
mortgage loan amount. Such fee shall be applied at initial
closing toward the payment of the authority’s financing
fee.

If the executive director determines that a proposed
development to bhe accepied for processing does not
adequately satisfy one or more of the foregoing criteria,
he may nevertheless accept such proposed development
for processing subject to satisfaction of the applicable
criteria in such manner and within such time period as he
shall specify in his notification of acceptance, If the
execuiive director determines not to accept any proposed
development for processing, he shall so notify the sponsor.

§ 6. Feasibility and commiiment.

In order to continue the processing of the application,
the applicant shall file, within such time limit as the
executive director shall specify, such forms, documents
and information as the executive director shall require
with respect to the dfeasibility of the proposed
developmeni, including without limitation the following:

1. Any addiiions, modifications or other changes to the
application and documents previously submitted as
may be necessary or appropriate fo make the
information therein complete, accuraie and current;

2. Architecturai and engineering plaris, drawings and
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specifications in such detail as shall be necessary or
appropriate to determine the requirements for
construction of the proposed development,

3. The applicani’s (i) best estimafes of the housing
development costs and the components thereof; (ii)
proposed mortgage loan amount, (iii) proposed rents;
(iv) proposed annual operating budget and the
individual components thereof, (v) best estimates of
the ‘monthly utility expenses and other costs for each
dwelling unit # paid by the resident; and (vi) amount
of any federal insurance, subsidy or assistance that
the applicant is requesting for the proposed
development. The applicant’s estimates shall be in
such detail and with such ifemization and supporting
information as shall be requested by the executive
director;

4, The applicant’s proposed tenant selection pian
which shall include, among other information that the
executive director may require from time to time, the
following: (i) the proposed rent structure;, (ii) the
utilization of any subsidy or other assistance from the
federal government or any other source; (iii) the
proposed income levels of tenants; (iv) any
arrangements contemplaied by the applicant for tenant
referrals or relocations from federal, staie or Iocal
governmeni agencies or community organizations; and
(v) any criteria fo be used for disapproving tenant
applications and for establishing priorities among
eligible tenant applicants.

5. The applicant’s management and marketing plans,
including description and analysis of sirategies,
techniques and procedures to be foilowed in marketing
and managing the units; and

6. Any documents required by the authority to
evidence compliance with all conditions and
requirements necessary to acquire, own, construct,
operate and manage the proposed development,
including local governmental approvals, proper zoning
status, availability of utilities, licenses and other legal
authorizations necessary to perform requisite functions
and any easements necessary for the construction and
operatien of the development.

The executive director may for good cause permii the
applicant to file one or more of the foregoing forms,
documents and information at a later time, and any
review, analysis, determination or other action by the
authority or the executive director prior to such filing
shall be subject to the receipt, review and approval by the
executive director of such forms, documenis and
information.

An appraisal of the land and any improvements io he
retained and used as a part of the development will be
obtained at this time or as soon as practical thereafter
from an independent real estate appraiser selecied by the
authority. The authority may also obtain such other

reports, analyses, information and data as the executive
director deems necessary or appropriate to evaluate the
proposed development.

If at any time the executive director determines that the
applicant is not processing the application with due
diligence and besi efforts or that the application cannot be
successfully processed to commitment and initiai closing
within a reasonable time, he may, in his discretion,
terminate the application and retain any fees previously
paid to the authority.

The authority staff shall review and evaluate the
documents and information received or obiained pursuant
to this § 6. Such review and evaluation shall include, but
not be limited to, the following:

1. An analysis of the estimates of construction costs
and the proposed operating budget and an evaluation
as to ihe economic feasibility of the proposed
development;

2. A market analysis as to the present and projected
demand for the proposed development in the market
area, including: (1) an evaluation of existing and
future market conditions; (i) an analysis of trends
and projections of housing production, employment and
population for the market area; (iii) a site evaluation
(such as access and topography of the site,
neighborhood environment of the site, public and.
private facilities serving the site and present and”
proposed uses of nearby land); and (iv) an amalysis of
competitive projects;

3. A review of the management, markeiing and tenant
selection plans, including their effect on the economic
feasibility of the proposed development and their
efficacy in carrying out the programs and policies of
the authority;

4. A final review of the (i) ability, experience and
financial capacity of the applicant and general
contractor; and (it) the gualifications of the architect,
management agent and other members of the
proposed development team.

5. An analysis of the architectural and engineering
plans, drawings and specifications, including the
functional use and living environment for the proposed
residents, the marketability of the units; the amenities
and facilities to be provided to the proposed residents;
and the management, mainterance and energy
conservatien characteristics of the proposed
development.

Based upon the authority staff's analysis of such
documenis and information and any other information
obtained by the authority in iis review of the proposed
develepment, the executive director shall prepare a
recommendation f¢ the board that a morigage loan
commitrnent be issued to the applicant with respect to the
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proposed development only if he determines that all of the
following criteria have been satisfied;

1. Based on the data and information received or
obtained pursuant to this § 6, no material adverse
change has occurred with respect to compliance with
the criteria set forth in § 5 of these rules and
regulations.

2. The applicant’s estimates of housing development
costs; (i) include all costs necessary for the
development and construction of the proposed
development; (ii) are reasonable in amount; (iii) are
based upon valid data and information; and (iv) are
comparabie to costs for similar multi-family rental
developments; provided, however, that if the
applicant’s estimates of such costs are insufficient in
amount under the foregoing criteria, such criteria may
nevertheless be satisfied if, in the judgment of the
executive director, the morigagor will have the
financial ability to pay any costs estimated by the
executive director to be in excess of the total of the
applicant’s estimates of housing development costs.

3. Subject to review by the authority at final closing,
the categories of the estimated housing development
costs to be funded from the proceeds of the mortgage
loan are eligible for such funding under the authority’s
cost certification guide or under such other
requirements as shall be agreed to by the authority.

4. Any administrative, community, health, nursing care,
medical, educational, recreational, commercial or
other nomhousing facilities to bhe included in the
proposed development are incidental or related to the
proposed development and are necessary, convenient
or desirable with respect to the ownership, operation
or management of the proposed development.

5. All operating expenses (including replacement and
other reserves) necessary or appropriate for the
operation of the proposed development are included in
the proposed operating hbudget, and the estimated
amounts of such operating expenses are reasonable,
are based on valid data and information and are
comparable to operating expenses experienced by
similar developments.

6. Based upon the proposed renis and projected
occupancy level required or approved by the executive
director, the estimated income from the proposed
development is reasonable. The estimated income may
include: (i) rental income from commercial space
within the proposed development if the executive
director determines that a strong, longterm market
exists for such space; and (ii) income from other
sources relating io the operation of the proposed
development if determined by the executive director
io be reasonable in amounit and comparable to such
income received on similar developments,

7. The estimated income from the proposed
development, including any federal subsidy or
assistance, is sufficient to pay when due the estimates
of the debt service on the mortgage loan, the
operating expenses, and vreplacement and other
reserves required by the authority.

8. The units will be occupied by persons and families
intended to be served by the proposed development
and qualified hereunder and under the Act , the
authority’s rules and regulations, and any applicable
federal laws, rules and regulations. Such occupancy of
the units will be achieved in such time and manner
that the proposed development will (i) atiain
self-sufficiency (i.e., the rental and other income from
the development is sufficient fo pay all operating
expenses, debt service and replacement and other
required reserves and escrows) within the usual and
customary time for a development for its size, nature,
location and type, and without any delay in the
commencement of amortization; and (i) will continue
to be self-sufficient for the full term of the mortgage
loan.

9. The estimated utility expenses and other costs io be
paid by the residents are reasonable, are based upon
valid data and information and are comparable to
such expenses experienced by similar developments,
and the estimated amounis of such utility expenses
and costs will not have a materially adverse effect on
the occupancy of the units in accordance with item 8
above.

1. The architectural drawings, plans and specifications
shall demonstrate that: (i) the proposed development
as a whole and the individual units therein shall
provide safe, habitable, and pleasant living
accommodations and environmeni for the
contemplaied residents; (ii) the dweliing units of the
propesed housing development and the individual
rooms therein shall be furnishablie with the usual and
customary furaniture, appliances and other furnishings
consistent with their intended use and occupancy; and
(iii) the proposed housing development shall make use
of measures promoting environmenial proetection,
energy conservation and maintenance and operating
efficiency to the extent economnically feasible and
consistent with the other requirements of this § 6.

11. The proposed development includes such
appliances, equipment, facilities and amenities as are
customarily used or enjoyed by the contemplated
residents in similar developments.

12, The management plan includes such management
procedures and reguirements as are necessary for the
proper and successful operations, maintenance and
management of the proposed development in
accordance with these rules and regulations.

13. The marketing and tenant selection plans
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submitted by the applicant shall comply with these
rules and regulations and shall provide for actions to
be taken such that: (i) the dwelling uniis in the
proposed development will be occupied in accordance
with item 8§ above and any applicable federal laws,
rules and reguiations by those eligible persons and
families who are expected (o be served by the
proposed development; (ii) the residents will be
selected withoui regard to race, color, religion, creed,
sex or national origin; and (iii) units intended for
occupancy by handicapped and disabled persons will
be adequately and properly marketed to such persons
and such persons will be given priority in the
selection of residenis for such units. The tenant
selection plan shall describe the requirements and
procedures (including any occupancy criteria and
priorities established pursuant to § 11 of these rules
and regulations) te be applied by the morigagor in
order to select those residenis who are intended to be
served by the proposed development and who are best
able fo fuifill their obligation and responsibilities as
residents of the proposed development.

14. In the case of any development to be insured or
otherwise assisted or aided by the federal government,
the proposed development will comply in all respects
with any applicable federal ilaws, rules and
regulations, and adequate federal insurance, subsidy,
or assistance is available for the development and will
be expected to remain available in the due course of
processing with the applicable federal agency,
authority or instrumentality.

15. The proposed development will comply with: (i) all
applicable federal laws and regulations governing the
federal tax exemption of the notes or bonds issued or
to be issued by the authority to finance the proposed
development; and (ii) all requirements set forth in the
resolutions pursuant to which such notes or bonds are
issued or to be issued.

16. The prerequisites necessary for the members of
the applicant’s development team to acquire, own,
construct or rehabilitate, operaie and manage the
proposed development have been satisfied or can be
satisfied prior to initial closing. These prerequisites
include, but are not limited to obtaining: (i) site plan
approval; (ii) proper zoning stafus; (iii) assurances of
the availability of the requisite public ufilities; (iv)
commitments by public officials to construct such
public improvements and accept the dedication of
streets and easements that are necessary or desirable
for the construction and use of the proposed
development; (v) licenses and cother legal
authorizations necessary to permit each member to
perform his or ifs duties ard responsibitities in the
Commonwealth of Virginia; (vi) building permits; and
(vil) fee simple ownership of the site, a sales confract
or option giving the applicant or mortgagor the right
to purchase the site for the proposed development and
obtain fee simple title, or a leasehold interest of the

time period required by the Act (any such ownership
or leasehold interest acquired or to be acquired shall
be free of any covenants, restricticns, easements,

conditions, - or other encumbrances which would
adversely affect the authority’s security or the
consiruction or operation of the proposed
development).

17. The proposed development will comply with all
applicable state and local laws, ordinances, regulations,
and requirements,

18. The proposed development will provide valid and
sound security for the authority’s mortgage loan and
will contribute to the fulfillmment of the public purposes
of the authority as set forth in its Act.

15. Subject to a final determination by the board, the
financing of the proposed development will meef the
applicable requirements set forth in § 36-55.39 of the
Code ef Virginia.

If the executive director determines that the foregoing
criteria are satisfied and that he will recommend approval
of the application and issuance of the commitmeni, he
shall present his analysis and recommendations 10 the
board. If the executive director determines that one or
more of the foregoing criteria have not been adequately
satisfied, he may neveriheless in his discretion recommend
to the board that the application be approved and that a
morigage loan commitment be issued subject to the
satisfaction of such criteria in such manner and within
such time period as he shall deem appropriate. Prior to
the preseniation of his recommendations to the boeard, the
executive director may require the payment by the
applicant of a nonrefundable processing fee in an amount
equal to 0.5%, of the then estimated morigage loan amount
less any processing fees previously paid by the applicaat.
Such fee shall be applied at iniiial closing toward the
payment of the authority’s financing fee.

The board shall review and consider the analysis and
recommendation of the executive director, and if it
concurs with such recommendation, it skall by resolution
approve the application and authorize the mortgage loan
and the issuance of a commitment therefor, subject to
such terms and conditions as the board shall require in
such resolution.

The term of the mortgage loan, the amortization period,
the estimated housing development costs, the principal
amount of the morigage loan, the terms and conditions
applicable to any equity contribution by the applicants, any
assurances of successiul completion and operational
stability of the preposed development, and other terms and
conditions of such moertgage loan shall be set forth in the
board’s resolution authorizing such morigage lean or in the
commitment issued on behalf of the authority pursuant to
such resolution. The resolution or commitment shall also
include such terms and conditions as the authority
considers appropriate with respect to the construciion of
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the proposed development, the marketing and occupancy
of the proposed development (inciuding any income limits
or occupancy restrictions other thap those set forth in
these rules and regulalions), the disbursement and
repayment of the morigage loan, and other maiters related
to the consiruction and the ownership, operation and
occupancy of the proposed development. Such resolution or
commitment may include a financial analysis of the
proposed development, setting forih the intlial schedule of
rents, {he approved initial budget for operation of the
proposed development and a schedule of the estimated
nousing developrnent costs. Such a resolution guthorizing a
mertgage loan te a for-profif housing sponsor shall
prescribe the magimum annual rate, if any, at which
distributions may be made by such for-profit housing
sponsor with respect to ihe development, expressed as a
percentage of such for-profit housing sponsor's equity in
such development (such equity being esiablished in
accordance with § 9 of ihese rules and regulations), which
rate, if any, shall not be inconsistent with the provisions of
the Act. In connection with the establishment of any such
rates, the board shall not prescribe differing or
discriminatory rates with respeci to substantially Similar
developments. The resolution shail specify whether any
such maximum annual rate of distributions shall be
cumulative or noncumulative and shall establish the
manner, if any, for adjusting the equity in accordance with
§ 9 of these rules and regulations.

A mortgage loan shall not be authorized by the board

- uplogs the board by resolution shall make the applicable

findings reguired by § 36-55.29 of the Code of Virginia;
provided, however, that the bhoard may in its discretion
authorize the mortgage loan without making the finding, if
applicable, required by subsection B of § 36-35.39 of the
Code of Virginia, subject to the condition that such finding
be made by the board prior fo the financing of the
mortgage loan.

If the execuolive director determines not fo recommend
approval of the application and issuance of a commitment,
he shall so notify the applicant. If any application is not
so recommended for approval, the executive director may
select for processing one or more applications in its place.

§ 7. Initial closing.

Upon issuance of the commitment, the applicant shall
direct iis atforney to prepare and submit the legal
documentation (the “initial closing decuments™) required
by the commitment within the time period specified. When
the initial closing documenis have been submitied and
approved by ihe authoriiy staff and all other requirements
in the commitment have been satisfied, the initial closing
of the morigage loan shall be held. Al this closing, the
initial closing documenis shall be, where required,
executed and recorded, and the morigagor will pay to the
authority the balance owed onr the financing fee, wiil
make any initial equity investment required by the initial

. closing documents and will fund such other deposits,
TLescrows and reserves as required by the commifment. The

initial disbursement of mortgage loan preceeds will be
made by the authority, if appropriate under ' the
commitment and the initial closing documents.

The actual inferest rate on the morigage loan shail be
established by the executive director at the time of the
execution of the deed of trust note at initial closing and
may thereafier be aliered by the executive director in
accordance with the authority’s rules and regulations and
the terms of such note.

The executive director may requiré such accounis,
reserves, deposits, escrows, bonds, letters of credit and
other assurances as he shall deem appropriate to assure
the satisfactory construction, completion, occupancy and
operation of the development, including without limitation
one or more of the following: working capital deposits,
construction contingency funds, operating reserve accounts,
payment and performance bonds or letters of credit, latent
consiruction defect escrows, replacement reserves, and tax
and insurance escrows. The foregoing shall be in such
amounts and subject to such terms and conditions as the
executive director shall require and as shali be sat forth
in the initial closing documents.

§ 8. Construction.

The construction of the development shall be performed
in accordance with the initial closing documents. The
authority shall have the right to inspeci the development
as often as deemed necessary or appropriate by the
authority to determine the progress of the work and
compliance with the initial cloging documents and (o
ascertain the propriety and validity of mortgage loan
disbursements requested by the mortgagor. Such
inspections shall be made for the sole and exclusive
benefit and protection of the authority. A disbursement of
mortgage loan proceeds may only be made upon a
determination by the authority that the ferms and
conditions of the initial closing documents with respect to
any such disbursement have been satisfied;, provided,
however, that in the event that such terms and conditions
have not been satisfied, the executive director may, in his
discretion, permit such disbursement if additional security
or assurance satisfactory to him is given, The amount of
any disbursement shall be determined in accordance with
the terms of the initial closing documents and shall be
subject to such retainage or holdback as i5 therein
prescribed.

§ 9. Completion of construction and final closing.

The initial closing documents shall specify those
requirements and conditions that must be safisfied in
order for the development to be deemed to have attained
final completicn. Upon such final completion of the
development, the mortgagor, general contractor, and any
other parties required to do so by the initial closing
documents shall each diligently commence, compleie and
submit to the authority for review and approval their cost
certification in accordance with the authority’s cost
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in accordance with such other
have been agreed to by the

certification guide or
requirements as shall
authority.

Prior to or concurrently with final closing, the
mortgagor, general contractor and other members of the
development team shall perform all acts and submit all
confracts and documents required by the initial closing
documents in order to attain final completion, make the
final disbursement of mortgage loan proceeds, obtain any
federal insurance, subsidy or assistance and otherwise
consummate the final closing.

At the final closing, the authority shall determine the
following in accordance with the initial closing documents:

1. The total development costs, the final mortgage
loan amount, the balance of morigage loan proceeds
to be disbursed to the mortgagor, the equity
investment of the mortgagor and, if applicable, the

maximum amount of annual limited dividend
distributions;
2. The interest rate to be applied initially upon

commencement of amortization, the date for
commencement and {ermination of the monthly
amortization pavments of principal and interest, the
amount of such monthly amortization payments, and
the amounts to be paid monthly into the escrow
accounts for taxes, insurance, replacement reserves, or
oiher similar escrow items; and

3. Any other funds due the authority, the mortgagor,
general contractor, architect or other parties that the
authority requires to be disbursed or paid as part of
the final closing. ,

Unless otherwise agreed to by the authority, the
mortgagor and contractor shall, within such period of time
as is specified in the authority’s cost certification guide,
submit supplemental cost certifications, and the authority
shall have the right to make such adjustmenis fo the
foregoing determinations as it shall deem appropriate as a
result of its review of such supplemental cost certification.

The equity investment of the mortgagor shall be the
difference between the {otal housing developmeni costs of
the development as finally determined by the authority
and the final principal amount of the mortgage loan as to
such development. If the mortgage loan commitment and
initial closing documenis so provide and subject to such
terms and conditions as shall be set forth therein, the
equity shall be adjusted subsequent to final closing to an
amount equal to the difference, as of the date of
adjustment, between the fair market value of the
development and the oufstanding principal balance of the
mortgage loan.

§ 10. Mortgage loan increases.

Prior to initial closing, the principal amount of the

morigage loan may be increased, if such an increase is
justified by an increase in ihe estimated costs of the
proposed development, is necessary or desirable to effect
the successful construction and operation of the proposed
development, can be funded from available proceeds of
the authority’s notes or bonds, and is not inconsistent with
the provisions of the Act or these rules and regulations.
Any such increase shall be subject to such terms and
conditions as the authority shall require,

Subsequent to initial closing, the authority will consider
and, where appropriate, approve a mortgage loan increase
to be financed from the proceeds of the authority’s notes
or bonds in the following instances:

1. Where cost increases are incurred as the direct
result of (i) changes in work required or requested by
the authority or (ii) betterments to the development
approved by the authority which will improve the
quality or value of the development or will reduce the
costs of operating or maintaining the development;

2. Where cost increases are incurred as a direct result
of a failure by the authority during processing of the
development to properly perform an act for which the
authority is solely responsible;

3. Where a mortgage loan increase is determined by
the authority, in its sole and absolute discretion, to be
in the best interests of the authority in protecting 1ts
security for the mortgage loan; or

4, Where the authority has entered into an agreement
with the mortgagor prior to initial closing to provide a
mortgage loan increase if certain cost overruns occur
in agreed line items, but only to the extent sel forth
in such agreement.

In the event that a person of enfity acceptable to the
authority is prepared to provide financing on a
participation basis on such terms and condifions as the
authority may require, the authority will consider and,
where appropriate, approve an increase in iis morigage
loan subsequent to initial closing to the extent of the
financing by such person or entity in any of the following
instances:

1. One or more of the instances set forth in
subdivision 1 through 4 above; or

2. Where costs are incurred which are:

a. In excess of the original total coniract sum set
forth in the authority’s mortgage loan commitment;

bh. The direct result of necessary and substantial
changes approved by the authority in the original
plans and specifications;

c. Evidenced by change orders in accordance with
the original contract documenis or by other
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documentation acceptable to the authority, and

d. Approved by the authority for inclusion within
the total development cost in accordance with the
Act, these rules and regulations and the authority's
cost certification guide.

Any such mortgage loan increase fo be financed on a
participation basis shall be granted only to the exient that
such costs cannot be funded from mortgage loan proceeds,
any income from the operation of the development
approved by the authority for application thereto, and
other moneys of the morigagor available therefor. As vsed
herein, the term “other moneys of the morigagor” shall
include moneys received or io be received as a result of
the sale or syndication of Hmited parinership interest in
the mortgagor. In the event that any limited dividend
mortgagor shall have sold or syndicated less than 909 of
the parinership inferests, such term shall include the
amount, as determined by the authority, which would have
been received upon the sale or syndication of 30% of such
interest under usual and cusiomary circumstances.

Any such increase in the morigage loan subsequent to
initial closing may be subject fo such terms and conditions
as the authority shall require, including (but not Hmited
to) one or more of the following:

1. The ability of the authority fo sell bonds to finance
the mortgage loan increase in amounts, at rales and
under terms and conditions salisfactory io the
authority (applicable only to a morigage loan (0 be
financed from the proceeds of the authority’s notes or
bonds).

2. The obtaining by the owner of addilional federal
subsidy (if the development i fo receive such subsidy)
in amounts necessary to fund the additional deht
service to be paid as a result of such morigage loan
increase. The provision of such additional subsidy shall
be made subject to and in accordance with all
applicable federal regulations.

3. A determination by the authority that the mortgage
lean increase will have no material adverse effect on
the financial feasibility or proper operation and
maintenance of the develocpment.

4. A determination by the authority that the morigage
loan, as increased, does not exceed such percentage of
the total development cost (as certified in accordance
with the autherity’s cost certification guide and as
approved by the authority) as is established in the
resolufion authorizing the mortgage loan in accordance
with § 3 of these rules and regulations.

5. Such terms and conditions as the authority shall
reguire in order o protect the security of iis inferest
in the mortgage loan, to comply with covepanis and
agreements with the helders of ifs bonds issued to
finance the mortgage loan, to comply with the Act and

these rules and regulations, and to carry out its public
purpese.

The executive director may, without further action by
the board, increase the principal amount of the morigage
loan at any time by an amount not to exceed 2.0% of the
maximum principal amount of the mortgage loan set forth
in  the commitment, provided that. such increase I
consisteni with the Act and these rules and regulations.
Any increase in excess of such 2.09% shall require the
approval of the board.

Nothing contained in this § 10 shall impose any duty or
obligation on the authority o increase any mortgage loan,
as the decision as to whether to grant a mortgage loan
increase shall be within the sole and ahsolute discretion of
the auihority.

§ 11. Operation, management and marketing.

The development shall be subject to a regulatory
agreement entered into at imitial closing between the
authority and the mortgagor. Such regulatory agreement
shall govern the renits, operating budget, occupancy,
marketing, management, maintenance, operation, use and
disposition of the development and the activities and
operation of the mortgagor, as well as the amount of
assets or income of the development which may be
distributed to the morigagor. The mortgagor shall execute
such other decuments with regard to the regulation of the
development and the morigagor as the executive director
may determine 10 be necessary or appropriate to protect
the interests of the authority and to permit fulfillment of
the authority’s duties and responsibilities under the Act
and these rules and regulations.

Except as otherwise agreed by the authority pursuant to
9 14 hereof, only rents established or approved on behalf
of the authority pursuant to the regulatory agreement may
be charged for dwelling wunits in the development.
Notwifhstanding the foregoing, in the case of any
developments financed subsequent to January 1, 1986, the
authority may agree with the mortgagor that the rents
may be established and changed by the mortgagor without
the prior approval of the authority, subject to such
restrictions in the regulatory agreement as the authority
shall deem necessary to assure that the renis shall be
affordahle o persons and families intended to be served
by the development and subject to compliance by the
mortgagor with the provisions in § 2 of these rules and
regulations.

Any costs for supportive services not generally included
in the rent for similar developments shall not be funded
from the rental income of the development.

If the morigagor is a partnership, the general pariner or
partners shall be required to retain at least a 10%, interest
in the net proceeds from any sale, refinancing or other
digposition of the development during the life of the
mortgage loan,
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The mortgagor shall lease the units in the development
only to persons and families whe are eligible for
occupancy thereof as described in § 2 of these rules and
regulations. The mortgagor shall comply with the
provisions of the authority’s rules and regulations
regarding: (i) the examination and determination of the
income and eligibility of applicants for initial occcupancy of
the development; and (ii) the periodic reexamination and
redetermination of the income and eligibility of residents
of the development.

In addition to the eligibility requirements of the
authority, the executive director may establish occupancy
criteria and priorities based on the following:

1. The age, family size, financial status, health
conditions (including, without limitation, any handicaps
or disabilities) and other circumstances. of the
applicants for the dwelling units; '

2. The status and physical condition of the housing
then occupied by such applicants; and

3. Any ofher factors or matiers which the executive
director deems relevant to the effectzation of the
public purposes of the authority.

In selecting eligible residenis, the mortgagor shall
comply with such occupancy criteria and priorities and
with the tenant selection plan approved by the authority
pursuant {o § 6 of these rules and regulations.

The executive director is authorized to prepare and
Jfrom time to time revise a housing management handbook
which shall set forth the authority’s procedures and
requirements with respect to the management of
developments, Copies of the housing management
handbook shall be available upon request.

The management of the development shall also be
subject to a management agreement entered into at initial
cloging between the morigagor and its management agent,
or where the mortgagor and tke management agent are
the same entity, between the authority and the mortgagor.
Such management agreement shall govern the policies,
practices and procedures relating to the management,
marketing and operation of the development. The
mortgagor and its management agent (if any) shall
manage the development in accordance with the Act, these
rules and regulations, the regulatory agreement, the
management agreement, the authority’s housing
management handbook, and the management plan
approved by the authority.

The authority shall have the power to supervise the
mortgagor and the development in accordance with §
36-55.34:1 of the Code of Virginia and the terms of the
initial closing documents or other agreements relating to
the morigage loans. The authorify shall have the right to
ingpect the development, conduct audits of all books and
records of the development and to require such reports as

the authority deems reasonable to assure compliance with
this § 11.

§ 12. Transfers of ownership.

A, It is the authority’s pelicy to evaluate requests for
transfers of ownership on a case-by-case basis. The
primary goal of the authority is the continued existence of
low and moderate income rental housing stock maintained
in a financially sound manner and in safe and sanitary
condition. Any changes which would, in the opinion of the
authority, deterimentally affect this goal will not be
approved.

The provisions set forth in this § 12 shall apply only to
transfers of ownership to be made subject to the
authority’s deed of trust and regulatory agreement. Such
provisions shall not be applicable to {ransfers of ownership
of developments subject to FHA morigage insurance, it
being the policy of the authority to consent to any such
transfer approved by FHA and permitied by the Act and
applicable note or bond resolutions.

For the purposes hereof, the terms “transfer of
ownership” and “transfer” shall include any direct or
indirect transfer of a parinership or other ownership
interest (including, without Ilimitation, the withdrawal or
substitution of any general pariner) or any sale,
conveyance or other direct or indirect transfer of the
development or any interest therein; provided, however,
that if the owner is not then in default under the deed of
trust or regulatory agreement, such terms shall not
include: (i) any sale, transfer, assignment or substitution of
limited partnership interests prior to final closing of the
mortgage loan or; (ii) any sale, transfer, assignment or
substitution of limifed partnership interests which in any
12 month period constituie in the aggregate 50% or less of
the partnership interests in the owner. The term “proposed
ownership entity,” as used herein, shall mean: (i) in the
case of a transfer of a parinership interest, the owner of
the development as proposed fo be resiructured by such
fransfer; and (i) in the case of a transfer of the
development, the eniity which proposes fe acquire the
development,

B. The proposed ownership entity requesting approval of
a transfer of ownership must initially submit a written
request to the authority. This reguest should contain (i) a
detailed description of the terms of the transfer; (ii) all
documentation to be executed in connection with the
transfer; (iii) information regarding the legal, business and
financial status and experience of the proposed ownership
entity and of the principals therein, including current
financial statements (which shall be audited in the case of
a business entity); (iv) an analysis of the current physical
and financial condition of the development, including a
current audited financial report for the development; (v)
information regarding the experience and ability of any
proposed management agent; and (vi) any other
information and documents requested by the authority
relating {o the transfer. The request will be reviewed and
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evaluated in accordance with the following criteria:

1. The proposed ownership entity and the principals
therein must have the experience, ability and financial
capacity necessary to own, operate and manage the
development in a manner satisfactory to the authority.

2. The development’s physical and financial condition
must be acceptable to the authority as of the date of
transfer or such later date as the authority may
approve. In order to assure compliance with this
criteria, the authority may require any of the
following:

a. The performance of any necessary repairs and
the correction of any deferred or anticipated
maintenance work;

b. The addition of any improvements to the
development which, in the judgment of the
authority, will be necessary or desirable for the
successiul marketing of the development, will reduce
the costs of operating or maintaining
development, will benefit the residents or otherwise
improve the liveability of the development, or will
improve the financial strength and stability of the
development;

c¢. The establishment of escrows to assure the
completion of any required repairs, maintenance
work, or improvements;

d. The establishment of such new reserves and/or
such additional funding of existing reserves as may
be deemed necessary by the authority fo ensure or
preserve the financial strength and stability or the
proper operation and maintenance of the
development; and

e. The funding of debt service payments, accounts
payable and reserve requiremenis such that the

the -

foregoing are current at the time of any transfer of -

ownership.

3. The management agent, if any, to be selected by
the proposed ownership eniity to manage the
development on its behalf must have the experience
and ability necessary to manage the development in a
manner satisfactory to the authority. The management
agent must satisfy the qualifications established by the
authority for approval thereof.

If the development is subsidized or otherwise assisted by
the US. Department of Housing and Urban Development
or any successor entity (“HUD™), the approval by HUD
may be required. Any and ali documentation required by
HUD must be submitted by the proposed ownership entity
in conjunction with its request.

C. The authority will charge the proposed ownership
entity a fee of $5,000 or such higher fee as the executive

director may for good cause require, This fee is to be
paid at the closing.

D. The amount and terms of any secondary financing
(i.e., any portion of the purchase price is to be paid after
closing of the transfer of ownership) shall be subject to
the review and approval of the authority. Secondary
financing which would require a lien on the development
fs prohibited by the authority’s bond resolution and,
therefore, wili not be permitted or approved. The authority
will not provide a mortgage loan increase or other
financing in connection with the transfer of ownership.
The authority will also not approve a rent increase in
order to provide funds for the repayment of any
secondary financing. Cash flow (other than dividend
distributions) shall not be used to repay the secondary
financing, Any proposed secondary financing must not, in
the determination of the authority, have any material
adverse effect on the operation and management of the
development, the security of the morigage loan, the
interests of the authority as lender, or the fulfillment of
the authority’s public purpose under the Act. The authority
may impose such conditions and restrictions (including,
without limitation, requirements as to sources of payment
for the secondary financing and limitations on the
remedies which may be exercised upon a nonpayment of
the secondary financing) with respect to the secondary
financing as it may deem necessary or appropriate fo
prevent the occurrence of any such adverse effect.

E. In the case of a transfer from a nonprofit owner to a
proposed for-profit owner, the authority may require the
proposed for-profit owner to deposil and/or expend funds
in such amount and manper and for such purposes and to
take such other actions as the authority may require in
order to assure that the principal amount of the mortgage
loan does not exceed the limitations specified in the Act
and these rules and regulations or otherwise imposed by
the authority. No transfer of ownership from a nonprofit
owner {o a for-profit owner shall be approved if such
transfer would, in the judgment of the authority, affect the
tax-exemption of the notes or bdonds issued by the
authority to finance the development, The authority will
not approve any such transfer of ownership if any loss of
property tax abatement as a result of such transfer wiil, in
the determination of the authority, adversely affect the
financial strength or security of the development.

At the closing of the transfer of the ownership, the total
developmeni cost and the equity of a proposed for-profit
owner shall be determined by the authority. The resolution
of the hoard approving the transfer of ownership shall
inciude a determination of the maximum annual rate, if
any, at which distributions may be made by the proposed
for-profit owner pursuant to these rules and regulations.
The proposed for-profit owner shall execute and deliver
such agreements and documents as the authority may
require in order to incorporate the then existing policies,
requirements and procedures relating to developments
owned by for-profit owners. The role of the nonprofit
owner in the ownership, operation and management of the
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development subsequent to the transfer of ownership shall
be subject to the review and approval of the authority.
The authority may require that any cash proceeds
received by the nonprofit owner (afler the payment of
transaciion cosis and the funding of any fees, costs,
expenses, reserves or escrows required or approved by ihe
authority) be used for such charitable or other purposes
as the guthority may approve.

F. A request for transfer of ownership shall be reviewed
by the executive director. If the executive director
determines to recommend approval thereof, he shall
present his analysis and recommendation to the board.
The board shall review and consider the analysis and
recommendation of the executive director, and if it
concurs with such recommendation, it shall by resolution
approve the request and authorize the executive director
to consent thereto, subject to such terms and conditions as
the board shall require in such resolution.

Notwithstanding the foregoing, if any proposed transfer
of a partnership interest is determined by the executive
director to be insubstantial in effect and to have no
material detrimental effect on the operation and
management of the development or the authority’s interest
therein as lender, such {ransfer may be approved by him
without approval of the board.

After approval of the requesi, an approval letter will be
issued to the mortgagor consenting to the transfer. Such
letter shall be contingent upon the delivery and execution
of any and all closing documents required by the auihority
with respect te the tiransfer of ownership and the
fulfiliment of any special conditions required by the
resolution of the board. The partnership agreement of the
proposed ownership entity shall be subject to review by
the authority and shall contain such terms and conditions
as the authority may require.

The authority may require that the proposed ownership
entity execute the then current forms of the authority’s
mortgage loan documents in substitution of the existing
mortgage loan documenis and/or to eXecuie Such
amendments to the existing mortgage loan documents as
the authority may require in order fo cause the provisions
of such documents to incorporate the then existing
policies, procedures and requirements of the authority. At
the closing of the transfer, all documents required by the
approval {etter shall be, where required, executed and
recorded; all funds required by the approval letter will be
paid or deposited in accordance therewith; and all other
terms and conditions of the approval letter shall be
satisfied. If deemed appropriate by the executive director,
the original mortgagor shall be released from all liability
and obligations which may thereafier arise under the
documents previously executed with respect to the
development.

In the case of a development which is in default or
which is experiencing or is expected by the authority to
experience financial, physical or other problems adversely

affecting its financial strength and stability or its proper
operation, maintenance or management, the authority may
waive or modify any of the requirements herein as it may
deem necessary or appropriate in order to assist the
development and/or to protect the authority’s interest as
lender.

§ 13. Prepayments.

It shall be the policy of the authority that no
prepayment of a mortgage loan shall be made without its
prior written consent for such period of time set forth in
the note evidencing the mortgage loan as the executive
director shall determine, based upen his evaluation of then
existing conditions in the financial and housing markets, to
be necessary to accomplish the public purpose of the
authority. The authority may prohibit the prepayment of
mortgage loans during such period of time as deemed
necessary by the authority to assure compliance with
applicable note and bond resolutions and with federal laws
and regulations governing the federal tax exemption of the
notes or bonds issued to finance such mortgage loans.
Requests for prepayment shall be reviewed by the
executive director on a case-by-case basis. In reviewing
any request for prepayment, the executive director shall
consider such factors as he deems relevani, including
without limitation the following: (i) the proposed use of
the development subsequent to prepayment; (ii) any actual
or potential termination or reduction of any federal
subsidy or other assistance; (iif) the current and future
need and demand for low and moderate housing in the
market area of the development; (iv) the financial and
physical condition of the development; (v} the financial
effect of prepayment on the authority and the notes or
bonds issued to finance the development; and (Vi)
compliance with any applicable federal Iaws and
regulations governing the federal tax exemption of such
notes or bonds. As a precondition to its approval of any
prepayment, the authority shall have the right to impose
resirictions, conditions and requirements with respect to
the ownership, use, operation and disposition of the
development, including without limitation any restrictions
or conditions required in order to preserve the federal tax
exemption of notes or bonds issued to finance the
development. The authority shall also have the right to
charge a prepayment fee in an amount determined in
accordance with the terms of the resolutions authorizing
the notes or bonds issued to finance the development or in
such other amount as may be established by the executive
director in accordance with the terms of the deed of trust
note and such resolutions. The provisions of this § 13 shall
not be construed to impose any duty or obligation on the
authority to approve any prepayment, as the execuiive
director shall have sole and absolute discretion to approve
or disapprove any prepayment based upon his judgment as
to whether such prepayment would be in the best interests
of the authority and would promote the goals and purposes
of its programs and policies. The provisions of this § 13
shall be subject to modification pursuant to § 14 hereof.

§ 14, Modification of regulatory controls and mortgage
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loan.

If the executive director determines that (i) the
mortgagor of any development is not receiving a sufficient
financial return from the operation thereof as a result of
a reduction in the amount of federal tax benefits available
to the development (generally, at least 10 years, in the
case of new construction, or five years, in the case of
substantial rehabilitation, after the date of initial
occupancy), (i) the reserves of such development are and,
after any action taken pursuant to this section, will
continue to he adequate to assure its proper operation and
maintenance and (iii) the rental and other income is and,
after any action taken pursuant to this seciion, will
continue to be sufficient to pay the debt service on the
morigage loan and the operating expenses of the
development (including required payments to reserve
accounts), then he may agree to one or more of the
following modifications to the regulatory controls of the
authority:

1. Rents may be thereafter established and changed
by the mortgagor without the prior approval of the
authority, subject to (i) such restrictions as he shall
deem necessary to- assure that the rents shall be
affordable to persons and families to be served by the
development, (ii) compliance by the mortgagor with
the provisions in § 2 of these rules and regulations,
and (iii) such limitations on rent increases to existing
residents as he shall deem necessary to prevent undue
financial hardship to such residents;

2. Subject to prior approval by the board, any
limitation on annual dividend disiributions may be
increased or eliminated, as determined by him to be
necessary to provide an adequate financial return to
the mortgagor without adversely affecting the financial
strength or proper operation and maintenance of the
development; and

3. The mortgagor may be given the right to prepay
the mortgage loan on the date 20 years after the date
of substantial completion of the development as
determined by the executive director (or such later
date as shall be necessary to assure compliance with
federal laws and regulations governing the tax
exemption of the notes or bonds issued to finance the
mortgage loan), provided that the morigagor shall be
required to pay & prepayment fee in an amount
described in § 13 of these rules and regulations, and
provided further that such right to prepay shall be
granted only if the prepayment pursuant thereto would
not, in the determination of the executive director,
result in a reduction in the amount or term of any
federal subsidy or assistance for the development, The
executive director may require that the mortgagor
grant to the authority (i) a right of first refusal upon
a proposed sale of the development which would
result in an eXercise by the mortgagor of its right, as
described above, to prepay the mortgage loan and (ii)
an oplion to purchase the development upon an

election by the mortgagor otherwise to exercise its
right, as described above, to prepay the mortgage
loan, which right of first refusal and option to
purchase shall be effective for such period of time
and shall be subject to such terms and conditions as
the executive director shall require,

The foregoing modifications shall be made only to the
extent permissible under and consistent with applicable
federal laws and regulations and any agreements governing
federal subsidy, assistance or mortgage insurance.

Upon a determination by the executive director as
described in (i), (ii) and (iii) above in this section, the
authority may also approve an increase in the principal
amount of its mortgage loan or a restructuring of such
mortgage loan (such as a modification of the mortgage
loan by conversion thereof into an obligation guaranteed
by a federal agency or instrumentality), subject to such
terms and conditions as the authority shall require,
including (but not Ilimited to) one or more of the
following:

1. Compliance with the conditions and limitations in
the Act and the authority’s rules and regulations and
with any applicable federal law and regulations and
any agreements governing federal subsidy, assistance
or mortgage insurance;

2. The ability of the authority to sell bonds to finance
any morigage loan increase in amounts, at rates and
under tferms and conditions satisfactory to the
authority (applicable only if any such mortgage loan
increase is to be financed by the authority from
proceeds of its bonds),

3. A determination by the authority that the rents
shall remain affordable to persons and families of low
and moderate income to be served by the
development and that the morigage loan increase or
restructuring and any increase in debt service will
have no material adverse effect on the financial
security of its mortgage loan or proper operation and
maintenance of the development;

4, If the development receives federal subsidy or
assistance or is subject to federal mortgage insurance,
assurances satisfactory to the authority that such
mortgage locan increase or restructuring and any
increase in debt service are permissible under
applicable federal law and regulations and will not
adversely affect the term or amount of any federal
subsidy or assistance or the coverage of any mortgage
insurance and that any federal subsidy or assistance
may be applied to pay any increase in debt service;

5. Such terms and conditions as the authority shall
require in order to protect the security of its
mortgage loan; to reimburse the authority for costs
and expenses that may result from such morigage
loan increase or restructuring to comply with
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convenants and agreements with, and otherwise to
protect the interests of, the holders of its bonds issued
to finance the mortgage loan or any increase thereof;
and to carry out iis public purpose.

Upon a determination as described in (i), (ii) and (iii)
above in this section, the executive director may also
approve a release of moneys held in the reserve funds of
the development in such amount as he shall determine to
be in excess of the amount required to assure the proper
operation and maintenance of the development.

The executive director may require that all or a portion
of the proceeds frem any increase or restructuring of the
morigage loan or from any release of reserve funds be
applied, in such manner and amount and on such terms
and conditions as he shali deem necessary or appropriate,
for improvements to the development or for providing
additional housing for persons and families of low and
moderate income.

The authorizations in this section for modifications of
regulatory reserve funds shail be cumulative and shall not
be exclusive of each other. Accordingly, the authority, in
its discretion, may elect to exercise for any development
one or more or all of such authorizations.

% % ® %k K % ¥ K

Title of Regulation: VR 400-02-86003. Rufes and Regulations
for Single Family Mortgage Loans to Persons and
Families of Low and Moderate Income.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A — Written comments may be
submitted until November 15, 1991.

(See Calendar of Evenis section

for additional information)

NOTE: Documents and forms referred to herein as
exhibits have not been adopted by the authority as a part
of the Rules and Regulations for Single Family Mortgage
Loans to Persons and Families of Low and Moderate
Income but are attached thereto for reference and
informational purposes. Accordingly, such documents and
forms have not been included in the amendments to the
foregoing Rules and Regulations for Single Family
Mortgage Loans to Persons and Families of Low and
Moderate Income. Copies of such documents and forms
are available upon request at the office of the authority.

Summary:

The proposed amendments to the authority’s rules and
regulations applicable to its single family morigage
loan program will (i) permit redevelopment and
housing authorities to originate and process
applications for mortgage loans, (i) authorize the use

of field originators to accept applications for morigage
Ioans, (iii) authorize the authority to service certain of

its mortgage loans, (iv) imodify the authority’s
maximum sales prices, (v) clarify the authorify of the
executive director with respect to the implementation
of increases in income limits and with respect to any
waiver of income limifls and maximum sales prices,
and (vi) elimingte certain restrictions and reporting
and monitoring requirements applicable f{o
condominiums.

VR 400-02-0003. Rules and Regulations for Single Family
Mortgage Loans to Persons and Families of Low and
Moderate Income.

PART L
GENERAL.

§ 1.1. General.

The following rules and regulations will be applicable to
mortgage loans which are made or financed or are
proposed to be made or financed by the authority to
persons and families of low and moderate income for the
acquisition (and, where applicable, rehabilitation),
ownership and occupancy of single family housing units.

In order to be consideréd eligible for a mortgage loan
hereunder, a “person” or “family” (as defined in the
authority’s rules and regulations) must have a “gross
family income” (as determined in accordance with the
authority’s rules and regulations) which does not exceed
the applicable income limitation set ferth in Part II
hereof. Furthermore, the sales price of any single family
unit to be financed hereunder must not exceed the
applicable sales price limit set forth in Part II hereof, The
term “sales price,” with respect to a mortgage loan for
the combined acquisition and rehabiliiation of a single
family dwelling unit, shall include the cost of acquisition,
plus the cost of rehabilitation and debt service for such
period of rehabilitation, not to exceed three months, as the
executive director shall determine that such dwelling unit
will not be available for occupancy. In addition, each
mortgage loan must satisfy all requirements of federal law
applicable to loans financed with the proceeds of
tax-exempt bonds as set forth in Part II herecf,

Mortgage loans may be made or financed pursuant to
these rules and regulations only if and to the exient that
the authority has made or expects to make funds available
therefor.

Notwithstanding anything to the contrary herein, the
executive director is authorized with respect to any
mortgage loan hereunder to waive or modify any
provisions of these riles and regulations where deemed
appropriate by him for good cause, to the exient not
inconsistent with the Act.

All reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive benefit and protection of
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the authority and shall not be consirued to waive or
modify any of the rights, benefits, privileges, duties,
liabilities or responsibilities of the authority or the
mortgagor under the agreements and documents executed
in connection with the mortgage loan.

The rules and regulations set forth herein are intended
to provide a general description of the authority’s
processing requirements and are not intended fo include
all actions involved or required in the originating and
administration of mortgage loans under the authority’s
single family housing program. These rules and regulations
are subject to change at any time by the authority and
may be supplemented by policies, rules and regulations
adopted by the authority from time to time.

§ 1.2. Originnting end sServicing agents Origination and
servicing of morigage loans .

A, Approval/definitions.

The originating of mortgage loans and the processing of
applications for the making or financing thereof in
accordance herewith shall , except as noted in subsection
G of this § 1.2, be performed through commercial banks,
savings and loan associations and , private morigage
bankers , redevelopment an housing authorities, and
agencies of Jlocal government approved as originating
agents (“originating agents”) of the authority. The
servicing of morigage loans shall , except as noted in
subsection H of this § 1.2, be performed through
commercial banks, savings and loan associations and
private mortgage bankers approved as servicing agents
(“servicing agents”) of the authority.

To be initially approved as an originating agent or as a
servicing agent, the applicant must meet the following
qualifications:

1. Be authorized to do business in the Commonwealth
of Virginia;

2. Have a net worth equal to or in excess of $250,000
or such other amount as the executive director shall
from time to time deem appropriate , except that this
qualification requirement shall not apply to
redevelopment and housing authorifies and agencies of
Iocal government ;

3. Have a staff with demonstrated ability and
experience in mortgage loan origination and processing
(in the case of an originating agent applicant) or
servicing (in the case of & servicing agent applicant);
and

4. Such other qualifications as the executive director
shall deem to be related to the performance of its
duties and responsibilities.

Each originating agent approved by the authority shall
enter into an originating agreement (“originating

agreement”), with the authority containing such terms and
conditions as the executive director shall require with
respect to the origination and processing of mortgage loans
hereunder. Each servicing agent approved by the authority
shall enter into a servicing agreement with the authority
containing suych terms and conditions as the executive
director shall require with respect to the servicing of
mortgage loans. .

An applicant may be approved as both an originating
agent and a servicing agent (“originating and servicing
agent’). Each originating and servicing agent shall enter
into an originating and servicing agreement (“originating
and servicing agreement”) with the authority containing
such terms and conditions as the executive director shall
require with respect to the originating and servicing of
mortgage loans hereunder.

For the purposes of these rules and regulations, the
term ‘“originating agent” shall hereinafter be deemed to
include the term “originating and servicing agent,” unless
otherwise noted. Similarly, the term ‘‘originating
agreement” shall hereinafter be deemed to include the
term ‘“originating and servicing agreement,” unless
otherwise noted. The term “servicing agent” shall continue
to mean an agent authorized only to service morigage
loans. The term “servicing agreement” shall continue to
mean only the agreement between the authority and a
servicing agent.

Originating agents and servicing agents shall maintain
adequate books and records with respect to mortgage
loans which they originate and process or service, as
applicable, shall permit the authority to examine such
hooks and records, and shall submit to the authority such
reporfs {including annual financial statements) and
information as the authority may require. The fees
payable to the originating agents and servicing agents for
originating and processing or for servicing mortgage loans
hereunder shall be established from time to time by the
executive director and shall be set forth in the originating
agreements and servicing agreements applicable to such
originating agenis and servicing agents.

B. Allocation of funds.

The executive director shall alipcate funds for the
making or financing of mortgage loans hereunder in such
manner, to such persons and entities, in such amounts, for
such peried, and subject to such terms and conditions as
he shall deem appropriaie to best accomplish the purposes
and goals of the authority. Without limiting the foregoing,
the executive director may allocate funds (i) to mortgage
loan applicants on a first-come, firstserve or other basis,
(ii) to originating agents and state and local government
agencies and instrumentalities for the origination of
mortgage loans 1o qualified applicants and/or (iii) to
builders for the permanent financing of residences
constructed or rehabilitated or to be constructed or or
rehabilitated by them and to be sold to qualified
applicanis. In determining how to so allocate the funds,
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the executive director may consider such factors as he
deems relevant, including any of the following:

1. The need for the expeditious commitment and
disbursement of such funds for mortgage loans;

2. The need and demand for the financing of
mortgage leans with such funds in the various
geographical areas of the Commonwealth;

3. The cost and difficulty of administration of the
allocation of funds;

4, The capability, history and experience of any
originating agents, state and local governmental
agencies and instrumentalities, builders, or other
persons and entities (other than mortgage loan
applicants) who are to receive an allocation; and

5. Housing condiiions in the Commonwealth.

In the event that the executive director shall determine
fo make allocations of funds to builders as described
above, the following requirements must be satisfied by
each such builder:

1. The builder must have a valid contractor’s license
in the Commonwealth;

2, The builder must have at least three years
experience of a scope and nature similar to the
proposed construction or rehabilitation; and

3. The builder must submit to the authority plans and
specifications for the proposed construction or
rehabilitation which are acceptable to the authority.

The executive director may from time to time take such
action as he may deem necessary or proper in order to
solicit applications for allocation of funds hereunder. Such
actions may include advertising in newspapers and other
media, mailing of information fo prospective applicants
and other members of the public, and any other methods
of public announcement which the executive director may
select as appropriate under the circumstances. The
executive director may impose requirements, limitations
and conditions with respect to the submission of
applications as he shall consider necessary or appropriate.
The executive director may cause market studies and
other research and analyses to be performed in order to
determine the manner and conditions under which funds
of the authority are to be allocated and such other
matters as he shall deem appropriate relating thereto. The
authority may also consider and approve applications for
allocations of funds submiiied from time to time fo the
acthority without any solicitation therefor on the part of
the authority.

C. Originating guide and servicing guide.

The originating guide attached hereto as Part II is

incorporated into and made a part o¢f these rules and
regulations. All exhibits and other documenis referenced in
the originating guide are not included in, and shall not be
deemed to be a part of, these rules and regulations. The
executive director is authorized to prepare and from time
to time revise a servicing guide which shall set forth the
accounting and other procedures ito be followed by all
originating agents and servicing agenis responsible for the
servicing of morigage loans under the applicable
originating agreements and servicing agreements. Copies of
the servicing guide shali be available upon request. The
executive director shall be responsible for the
implementation and interpretation of the provisions of the
originating guide and the servicing guide.

D. Making and purchase of new mortgage leans.

The authority may from time to time (i) make morigage
loans directly to morigagors with the assistance and
services of its originating agents and (ii) agree to purchase
individual mortgage loans from its originating agenis or
servicing agents upon the consummation of the closing
thereof. The review and processing of applications for
such mortgage loans, the issuance of morigage loan
commitments therefor, the closing and servicing (and, if
applicable, the purchase) of such mortgage loans, and the
terms and conditions relating to such mortgage loans shall
be governed by and shall comply with the provisions of
the applicable originating agreement or servicing
agreement, the originating guide, the servicing guide, the
Act and thege rules and regulations.

If the applicant and the application for a mortgage loan
meet the requirements of the Act and these rules and
regulations, the executive director may issue on behalf of
the authority a mortgage loan commitment to the applicant
for the financing of the single family dwelling unit, subject
to the approval of ratification thereof by the board. Such
mortgage loan commitment shall be issued only upon the
determination of the authority that such a mortgage loan
is not otherwise available from private lenders upon
reasonably equivalent terms and conditions, and such
determination shall be set forth in the mortgage loan
commitment. The original principal amount and term of
such mortgage loan, the amortization period, the terms and
conditions relating to the prepayment thereof, and such
other terms, conditions and requirements as the executive
director deems necessary or appropriate shall be set forth
or incorporated in the mortgage loan commitment issued
on behalf of the authority with respect to such mortgage
loan.

E. Purchase of existing mortgage loans.

The authority may purchase from (ime to time existing
mortgage loans with funds held or received in connection
with bonds issued by the authority prior to January 1,
1981, or with other funds legally avaiiable therefor. With
respect to any such purchase, the executive director may
request and solicit bids or proposals from the authority's
originating agents and servicing agents for the sale and
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purchase of such mortgage loans, in such manner, within
such time period and subject to such terms and conditiens
as he shall deem appropriate under the circumstances.
The sales prices of the single family housing units
financed by such mortgage loans, the gross family incomes
of the morigagors thereef, and the original principal
amounts of such mortgage loans shall not exceed such
limits as the executive director shall establisk, subject to
approval or ratification by resclution of the board. The
executive director may take such action as he deems
necessary or appropriate to solicit offers to sell mortgage
loans, including mailing of the request to originating agents
and servicing agenfs, advertising in newspapers or other
publications and any other method of public announcement
which he may select as appropriate under the
circumstances, After review and evaluation by the
executive director of the bids or proposals, he shall select
{hose bids or proposals that offer the highest vield to the
authority on the morigage loans (subject to any limitations
imposed by law on the authority) and that best conferm to
the terms and conditions established by him with respect
to the bids or proposals. Upon selection of such bids or
proposals, the execuiive director shall issue commitments
to the selected originating agents and servicing agents to
purchase the mortgage loans, subject to such terms and
conditions as he shall deem necessary or appropriate and
subject to the approval or ratificaiion by the board. Upon
satisfaction of the terms of the commitments, the
executive director . shall execute such agreements and
documents and take such other action as may bhe
necessary or appropriate in order to consummate the
purchase and sale of the mortgage loans. The morigage
loans s¢ purchased shall be serviced in accordance with
the applicable originating agreement or servicing
agreement and the Servicing Guide, Such mortgage loans
and the purchase thereof shall in all respects comply with
the Act and the authority’s rules and regulations.

F. Delegated underwriting,

The executive director may, in his discretion, delegate
to one or more originating agents the responsibility for
issuing commitments for mortgage loans and disbursing the
proceeds hereof without prior review and approval by the
autherity. The issuance of such commitments shali be
subject to ratification thereof by the board of the
authority. If the executive director determines to make
any such delegation, he shall establish criteria under
which originating agents may qualify for such delegation.
If such delegation has been made, the originating agents
shall submit all required documeniation to the authority
after closing of each mortgage loan. I the executive
direcior determines that a mortgage loan does not comply
with the processing guide, the applicable originating
agreement, the Act or these rules and regulations, he may
require the originating agents to purchase such mortgage
loan, subject to such terms and conditions as he may
prescribe,

G. Field griginators.

The authority may utilize financial institutions, mortgage
brokers and other private firms and individuals and
governmental eniities (“field originators”) approved by the
authority for the purpose of receiving applications for
mortgage loans. To be approved as a field originator, the
applicant must meet the following gualifications:

1. Be authorized fo do business in .the Commonwealth
of Virginia;

2. Have made any necessary filings or registrations
and have received any and all necessary approvals or
licenses in order to receive applications for mortgage
loans in the Commonwealth of Virginia;

3. Have the demonstrated ability and experience in
the receipt and processing of morigage loan
applications; and

4. Have such other qualifications as the executive
director shall deem fto be related to the performance
of its duties and responsibilities.

Each field originator approved by the authority shail
enter into such agreement as the executive director shall
require with respect to the receipt of applications for
mortgage loans. Field originators shall perform such of the
duties and responsibilities of originating agents under these
rules and regulations as the authority may require in such
agreement,

Field originators shall maintain adequafe books and
records with respect to morigage loans for which they
accept applications, shall permit the authorily to examine
such books and records, and shall submit to the authority
such reports and information as the authorily may require.
The fees to the field originators for accepting applications
shall be payable in such amount and &t sych time as the
executive director shall determine,

In the case of mortgage loans for which applications are
received by field originators, the authority may process
and originate the mortgage Ioans; accordingly, unless
otherwise expressly provided, the provisions of these rules
and regulations requiring the performance of any action
by originating agents shall not be applicable to the
origination and processing by the authority of such
morigage loans, and any or all of such actions may be
performed by the authorily on its own behalf.

H. Servicing by the authority.

The authority may service morigage loans for which the
applications were recefved by field originators or any
morigage loan which, in the defermination of the
authorify, originating agents and servicing agents will not
service on ferms and conditions acceptable to the authority
or for which the originating agent or servicing agent has
agreed to terminate the servicing thereof.

PART IL
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VIRGINIA HOUSING DEVELOPMENT AUTHORITY
PROCESSING GUIDE.

Article 1.
Eligibility Requirements.

§ 2,1. Eligible persons and families,
A. Person.
A one-person household is eligible.
B. Family.

& single family loan can be made to more than one
person only if all such persons to whom the loan is made
are related by blood, marriage or adoption and are living
together in the dwelling as a single nonprofit housekeeping
unit,

C. Citizenship.

Each applicant for an authority mortgage Ioan must
either be a United States cilizen or have a valid and
current alien registration card (US. Department of
Immigration Form 1-551 or U.S. Department of
Immigration Form 1-151).

§ 2.2. Compliance with certain requirements of the
Internal Revenue Code of 1986, as amended (hereinafier
“the tax code™).

The tax code imposes ceriain requirements and
. restrictions on the eligibility of mortgagors and residences
for financing with the proceeds of tax-exempt bonds. In
order to comply with these federal requirements and
restrictions, the authority has established certain
procedures which must be performed by the originating
agent in order to determine such eligibility. The eligibility
requirements for the borrower and the dwelling are
described below as well as the procedures to be
performed. The originating agen{ will certify to the
performance of these procedures and evaluation of a
borrower’s eligibility by completing and signing the “
Originating Agent’s Checklist for Certain Requirements of
the Tax Code” (Exhibit A(1)) prior to the authority’s
approval of each loan. No loan will be approved by the
authority unless ail of the federal eligibility requiremenis
are met as weil as the usual requirements of the authority
sei forth in other parts of this guide.

§ 2.2.1. Eligible borrowers.

A, General.

In order to be considered an eligible borrower for an
authority morigage loan, an applicant must, among other
things, meet all of the following federal criteria:

The applicant:

1. May not have had a present ownership interest in
his principal residence within the three years
preceding the date of execution of the mortgage loan
documents. (See § 2.2.1.B Three-year requirement);

2, Must agree {0 occupy and use the residential
property to be purchased as his permanent, principal
residence within 60 days (90 days in the case of a
rehabilitation loan as defined in § 2.17) after the date
of the closing of the mortgage loan. (See § 2.2.1.C
Principal residence requirement);

3. Must not use the proceeds of the morigage loan to
acquire or replace an existing mortgage or deb,
except in the case of certain types of temporary
financing. (See § 2.2.1.D New mortgage requirement);

4. Must have contracted to purchase an eligible
dwelling. (See § 2.2.2 Eligible dwellings),

5. Must execute an affidavit of borrower (Exhibit E)
at the fime of loan application;

6. Must not receive income in an amount in excess of
the applicable federal income limit imposed by the
tax code (See § 2.5 Income requirements);

7. Must agree not to sell, lease or otherwise transfer
an interest in the residence or permit the assumnption
of his mortgage loan unless certain requirements are
met. (See § 2,10 Loan assumptions) ; and

8. Must be over the age of 18 years or have been
declared emancipated by order or decree of a court
having jurisdiction.

B. Three-year requirement.

An eligible borrower does not inclide any borrower
who, at any time during the three years preceding the
date of execution of the mortgage loan documenis, had a
“present ownership interest” (as hereinafter defined) in
his principal residence. Each borrower must certify on the
affidavit of borrower that at no time during the three
years preceding the execution of the morigage loan
documents has he had a present ownership interest in his
principal residence. This requirement does not apply to
residences located in “targeted areas” (see § 2.3 Targeted
areas); however, even if the residence is located in a
“targeted area,” the tax returns for the most recent
taxable year (or the leiter described in 3 below} must be
obtained for the purpose of determining compliance with
other requirements.

1. Definition of present ownership interest. “Present
ownership interest” includes:

a. A fee simple interest,

b. A jeint tenancy, a temancy in common, or a
tenancy by the entirety,
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c. The interest of a tienant shareholder in a
cooperative,

d. A life esiate,

e. A land contract, under which possession and the
benefits and burdens of ownership are transferred
although legal tifle is not transferred until some
later time, and

f. An interest held in trust for the eligible borrower
(whether or not created by the eligible borrower)
that would constitute a present ownership interest if
held directly by the eligible borrower.

Interests which do not censtitute a present ownership
interest include:

a. A remainder inierest,

b. An ordinary lease with or without'an option to
purchase,

¢. A mere expectancy to inherit an interest in a
principal residence,

d. The interest that a purchaser of a residence
acquires on the execution of an accepted offer to
purchase real estate, and

e. An interest in other than a principal residence
during the previous three years.

2. Persons covered. This requirement applies to any
person who will execute the mortgage document or
note and will have a present ownership interest (as
defined above) in the eligible dwelling.

3. Prior tax returns. To verify that the eligible
borrower meets the three-year requirement, the
originating agent must obtain copies of signed federal
income tax returns filed by the eligible borrower for
the three tax years immediately preceding execution
of the mortgage decuments {(or certified copies of the
returns) or a copy of a leiter from the Internal
Revenue Service stating that its Form 1040A or
1040EZ was filed by the eligible borrower for any of
the three most recent tax years for which copies of
such returns are not obtained. If the eligible borrower
was not required by law to file a federal income tax
return for any of these three Vyears and did not so
file, and so states on the borrower affidavit, the
requirement to obtain a copy of the federal income
tax return or letter from the Iniernal Revenue Service
for such year or years is waived.

The originating ageni shall examine the tax refurns
particularly for any evidence that the eligible
borrower may have claimed deductions for property
taxes or for interest on indebiedness with respect to
real property constitufing his principal residence.

4. Review by originating agent. The originating agent
must, with due diligence, verify the representations in
the affidavit of borrower (Exhibit E) regarding the
applicant’s prior residency by reviewing any
information including the credit report and the tax
returns furnished by the eligible borrower for
consistency, and certify to the authority that on the
basis of ity review, it is of the. opinion that each
borrower has not had present ownership interest in a
principal residence at any time during the three-year
period prior to the anticipated date of the loan
closing,

C. Principal residence requirement,

1. General. An eligible borrower must intend at the
time of closing to occupy the eligible dwelling as a
principal residence within 60 days (90 days in the
case of a purchase and rehabilitation loan) after the
closing of the mortgage loan. Unless the residence can
reasonably be expected to become the principal
residence of the eligible borrower within 60 days (90
days in the case of a purchase and rehabilitation
loan) of the mortgage loan closing date, the residence
will not be considered an eligible dwelling and may
not he financed with a morigage loan from the
authority. An eligible borrower must covenant to
intend to occupy the eligible dwelling as a principal
residence within 60 days (90 days in the case of a
purchase and rehabilitation loan) after the closing of
the morigage loan on the affidavit of borrower (to be
updated by the verification and update of information
form) and as part of the attachment to the deed of
trust.

2. Definition of principal residence. A principal
residence does not include any residence which can
reasonably be expected to be used: (i) primarily in a
irade or business, (ii) as an investment property, or
(ili) as a recreational or second home. A residence
may not be used in a manner which would permit
any portion of the costs of the eligible dwelling to be
deducted as a trade or business expense for federal
income tax purposes or under circumstances where
any portion of the total living area is to be used
primarily in a trade or business.

3. Land not to be used to produce income. The land
financed by the mortgage loan may not provide, other
than incidentally, a source of income to the eligible
borrower. The eligible borrower musi indicate on the
affidavit of borrower that, among other things:

8. No portion of the land financed by the mortgage
loan provides a source of income (other than
incidental income);

b, He does not intend to farm any portion (other
than as a garden for personal use) of the land
financed by the mortgage loan; and .
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c. He does not intend to subdivide the property.

4. Lot size. Only such land as is reasonably necessary
to maintain the basic liveability of the residence may
be financed by a mortgage loan. The financed land
must not exceed the customary or usual lot in the
area. Generally, the financed land will not be
permitted to exceed two acres, even in rural areas.
However, exceptions may be made to permit lots
larger than two acres, but in no event in excess of
five acres : (i) if the land is owned free and clear
and is not being financed by the loam, (ii) if difficulty
is encountered locating a well or septic field, the lot
may include the additional acreage needed, and (iii)
local city and county zoning ordinances which require
more acreage will be taken into consideration.

5. Review by originating agent. The affidavit of
borrower (Exhibit E) must be reviewed by the
originating agent for consistency with the eligible
borrower’s federal income tax returns and the credit
report in order to support an opinion that the eligible
borrower is not engaged in any employment activity
or trade or business which has been conducted in his
principal residence. Also, the originating agent shall
review the appraiser report (Exhibit H) of an
authority approved appraiser and the required
photographs to determine based on the location and
the structural design and other characteristics of the
dwelling thai the residence is suitable for use as a
permanent residence and not for use primarily in a
trade or business or for recreational purposes. Based
on such review, the originating agent shall certify to
the authority its findings and certain opinions in the
checkiist for certain requirements of the tax code
(Exhibit A(l)) at the time the loan application is
submitted to the authority for approval.

6. Post-closing procedures. The originating agent shall
establish procedures to (i) review correspondence,
checks and other documents received from the
borrower during the 120-day period following the loan
closing for the purpose of ascertaining that the
address of the residence and the address of the
borrower are the same and (ii) notify the authority if
such addresses are not the same, Subject to the
authority’s approval, the originating agent may
establish different procedures to verify compliance
with this requirement.

D. New mortgage requirement.

Mortgage loans may be made only to persons who did
not have a mortgage (whether or not paid off) on the
eligible dwelling at any time prior io the execution of the
mortgage. Mortgage loan proceeds may not be used to
acquire or replace an existing mortgage or debt for which
the eligible borrower is liable or which was incurred on
behalf of the eligible borrower, except in the case of
construction period loans, bridge loans or similar
temporary financing which has a term of 24 months or

less,

E.

1. Definition of mortgage. For purposes of applying
the new mortgage requirement, a mortgage includes
deeds of trust, conditional sales contracts (.e.
generally a sales contract pursuant to which regular
instailments are paid and are applied to the sales
price), pledges, agreements to hold title in escrow, a
lease with an option to purchase which is freated as
an installment sale for federal income tax purposes
and any other form of owner-financing. Conditional
land sale contracts shall be considered as existing
loans or mortgages for purposes of this requirement.

2. Temporary financing. In the case of a mertgage
loan {(having a term of 24 months or less) made to
refinance a loan for the construction of an eligible
dweliing, the authority shall not make such meortgage
loan until it has determined that such constryction has
been satisfactorily completed.

3. Review by originating agent. Prior to closing the
mertgage lean, the originating agent must examine the
affidavit of borrower (Exhibit E), the affidavit of
seller (Exhibit F), and related submissions, including
(i) the eligible borrower’s federal income tax returns
for the preceding three years, and (ii) credit report,
in order to determine whether the eligible borrower
will meet the new mortgage requirements. Upon such
review, the originating agent shall certify to the
authority that the agent is of the opinion that the
proceeds of the morigage loan will not be used to
repay or refinance an existing mortgage debt of the
borrower and that the borrower did not have a
mortgage loan on the eligible dwelling prior to the
date hereof, except for permissible temporary
financing described above,

Multiple loans,

Any eligible borrower may not have more than one

ouistanding authority mortgage loan.

§ 2.2.2. Eligible dwellings.

A.

In general.

In order to qualify as an eligible dweliing for which an

B.

authority loan may be made, the residence must:

1. Be located in the Commonweaith;

2. Be a one-family defached residence, a townhouse or
one unit of an authority approved condominium; and

3. Satisfy the acquisition cost requirements set forth
below.

Acquisition cost requirements.

1. General rule. The acquisition cost of an eligible
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dwelling may not exceed ceriain limits established by
the U.S, Depariment of the Treasury in effect af the
time of the application. Note: In all cases for new
loans such federal limits equal or exceed the
authority’s sales price limits shown in § 2.3, Therefore,
for new loans the residence is an eligible dwelling if
the acquisition cost is not grealer than the authority’s
sales price limit. In the event that the acquisition cost
exceeds the authority’s sales price Hmit, the
originating agent wmust confact the authority to
determine if the residence is an eligible dwelling.

2. Acquisition cost reguirements for assumptions. To
determine if the acquisition cost is at or below the
federal limits for assumptions, the originating agent or,
if applicable, the servicing agent must in all cases
contact the authority see § 2.10 below,

3. Definition of acquisition cost. Acquisition cost means
the cost of acquiring the eligible dwelling from the
seller as a completed residence.

a. Acquisition cost includes:

(1) All amounts paid, either in cash or in kind, by
the eligible borrower (or a related party or for the
benefit of the eligible borrower) to the seller (or a
related party or for the benefit of the seiler) as
congideration for the eligible dwelling. Such amounts
include amounts paid for ilems constituting fixtures
under state law, but not for items of personal
property not constituting fixtures under state law,
(See Exhibit R for examples of fixtures and items
of personal property.)

(2) The reasonable costs of completing or
rehabilitating the residence (whether or not the cost
of compieting construction or rehabilifation is to be
financed with the morigage loan) if the eligible
dwelling is incomplete or is to be rehabilifated. As
an example of reasonable completion cost, costs of
completing the eligible dwelling so as to permit
occupancy under locai law would be included in the
acguisition cost. A residence which includes
unfinished areas (i.e. an area designed or intended
to be completed or refurbished and used as living
space, such as the Jower level of a (ri-level
residence or the upstairs of a Cape Cod) shall be
deemed incompiete, and the costs of finishing such
areas must be included in the acquisition cost, (See
Acquisifion Cost Worksheet, Exhibit G, Item 4 and
Appraiser Report, Exhibit H).

(3) The cost of land on which the eligible dwelling
is located and which has been owned by the eligible
borrower for a period no longer than two vears
prior to the consiruction of the structure comprising
the eligible dwelling,

b. Acquisifion cost does not include:

{1y Usual and reasonable setflement or financing
cosis. Such excluded setilement costs include title
and transfer costs, title insurance, survey fees and
other similar costs. Such excluded financing costs
include credit reference fees, legal fees, appraisal
e¥penses, poinis which are paid by the eligible
borrower, or other cosis of financing the residence.
Such amounis must not exceed the usual and
reasonable costs which otherwise would be paid.
Where the buyer pays more than 3 pro rala share
of property taxes, for example, the excess is to be
treated as part of the acquisition cost.

(2) The imputed vaiue of services performed by the
eligibie borrower or members of his family
(brothers and sisters, spouse, ancestors and lineal
descendants) in consiructing or completing the
residence.

4. Acquisition cost worksheet (Exhibit G) and
Appraiser Report (Exhibit H). The originating agent is
required to obfain from each eligible borrower a
completed acquisition cost worksheet which shall
specify in detail the basis for the purchase price of
the eligible dwelling, calculated in accordance with
this subsection B. The originating agent shall assist the
eligible borrower in the correct completion of the
worksheet. The originating agent must also obtain
from the appraiser a completed appraiser's report
which may also be relied upon in completing the
acquisition cost worksheet. The acquisition cost
worksheet of the eligible borrower shall constitute part
of the affidavit of borrower required to be submitted
with the loan submission. The affidavit of seller shall
also certify as to the acquisition cost of the eligible
dwelling on the worksheet.

5 Review by criginating agent. The originating agent
shall for each new loan delermine whether the
acquisition cost of the eligible dwelling exceeds the
authority’s applicable sales price limit shown in § 2.4.
If the acquisition cost exceeds such limif, the
originating agent must contact the authority to
determine if the residence is an eligible dwelling for a
new loan. (For an assumption, the criginating agent
or, if applicable, the servicing agent must contaci the
authority for this determination in all cases - see
section 2.10 below). Also, as part of ifs review, the
originating agent must review the acqguisition cost
worksheef submitied by each morigage loan applicant,
and {he appraiger report, and must certify to the
authority that it is of the cpinion that the acquisition
cost of the eligible dwelling has been calculated in
accordance with this subsection B. In addition, the
originating agent must compare the information
contained in the acquisifion cosi worksheet with the
information contained in the affidavit of seller and
other sources and documenis such as the contract of
sale for consisiency of representation as to acguisition
cost, .
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6. Independent appraisal. The authority reserves the
right to obtain an independent appraisal in order to
establish fair market value and to determine whether
a dwelling is eligible for the mortgage loan requested.

§ 2.2.3. Targeted areas.
A, In general

In accordance with the tax code, the authority will
make a portion of the proceeds of an issue of its bonds
available for financing eligible dwellings located in
targeted areas for at least one year foliowing the issuance
of a series of bonds. The authority will exercise due
diligence in making morigage loans in targeted areas by
advising originating agents and certain localities of the
availability of such funds in targeted areas and by
advising potential eligible borrowers of the availability of
such funds through advertising and/or news releases. The
amount, if any, allocated to an originating agent
exclusively for targeted areas will be specified in a
forward commitment agreement between the originating
agent and the authority.

B. Eligibility.

Mortgage loans for eligible dwellings located in targeted
areas must comply in all respects with the requirements in
this § 2.2 and elsewhere in this guide for ali mortgage
loans, except for the three-year requirement described in §
2.2.1.B. Notwithstanding this exception, the applicant must
still submit certain federal income tax records. However,
they will be used to verity income and to verify that
previously owned residences have not been used in a
trade or business (and not to verify nonhomeownership),
and only those records for the most recent year preceding
execution of the morigage documents (rather than the
three most receni years) are required. See that section for
the specific type of records to be submitted.

1. Definition of targeted areas.

a. A targeted area is an area which is a qualified
census tract, as described in b below, or an area of
chronic economic distress, as described in ¢ below,

b. A qualified census tract is a census fract in the
Commonwealth in which 70% or more of the
families have an income of 80% or less of the
state-wide median family income based on the most
recent “safe harbor” sfatistics published by the U.S.
Treasury. :

c. An area of chronic economic distress is an area
designated as such by the Commonwealth and
approved by ithe Secretaries of Housing and Urban
Development and the Treasury under criteria
specified in the tax code. PDS agents will -be
informed by the authority as to the location of
areas so designated.

§ 2.3. Sales price limits.
A For reservations made on or after Mareh 1; 1985
A, The authority’s maximum allowable sales price for
aew loans far which reservations are taken by the
suthority which are closed on or after Mareh 1; 1880
December 1, 1891 , shall he as follows:
MAEIMUM AELOWABLE SALES PRICES

Applieable to AH New Leans for which Reservelions are
TFaken by the Authority On or after March I; 1589

NEW CONSTRUCTTONS

ERESTENGF
SUBSTANTIAL
AREA REHABTLFRATHON
Washingtonm; BE-MB-—VA MSA 20060
Cetppinia B )
Ea
HerfothWrgints Beaeh— $ 81,566
Newport News MS4
24
Richmond-Petersburg M5k $ 79500
aHt
Shartottesvitie MSk ¥ ¥7-600
+
Fauguier Couwty § 77680
Bpotsylvanie and $ 75:508
King George Counties
Bataree of State § 75500

Existing and
Substantial
Rehab.

Area New Construction

1. WasRington
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DC-MD-VA MSA

‘‘inner areas’'’ $131, 790 §131, 790
2. ‘'‘outer areas'’ $124,875 $124,875
3. Norfolk-Va. Beach

Newport News MSA * $§ 81,500 $ 81,500
4. Richmond

Petersburg MSA * $ 798,500 $ 79,500
5 Charlottesville MSA * $ 95,450 $ 79,530
6. Clarke County # 80, 250 $ 79,530
7. Culpeper County $ 84,050 $ 79,530
8. Fauquier County $101,670 § 78,530
9. Frederick County and

Winchester City $ 92,150 $ 79,530
10. Isle of Wight County $ 81,500 § 79,530
11. King George County $ 89,300 $ 79,530
12. Madison County $ 76,000 $ 76,000
13. Orange County & 77,900 § 77,800
14. Spotsylvania County and

Fredericksburg City $102, 700 $ 79,530
15, Warren County $ 83,600 $ 79,530
16. Balance of State ° $ 75,500 $ 75,500

H

Washington DC-Maryland-Virginia MSA Virginia Portion:
“Inner Areas” - Alexandria City, Arlington County, Fairfax City,
Fairfax County, Falls Church City; “Outer Areas” - Loudoun
County, Manassas City, Manassas Park City, Prince William
County, Stafford County.

? Norfolk-Virginia Beach-Newport News MSA Chesapeake Cily,
Gloucester County, Hampton City, James City County, Newport
News City, Norfolk City, Poguoson City, Portsmouth City, Suffolk
City, Virginia Beach City, Williamsburg City, York County.

: ! Richmond-Petershurg MSA Charles City County, Chesterfield
" Cournty, Colonial Heighis City, Dinwiddie County, Goochland
County, Hanover County, Henrico County, Hopewell City, New
Kent County, Petersburg City, Powhatan County, Prince George
County, Richmond City.

! Charlottesville MSA Albemarle County, Charlotiesville City,
Fluvanna County, Green County.

5 Balance of State All areas not listed above.

The executive director may from lime fo ltime waive
the foregoing maximum allowable sales prices with
respect to such mortgage loans as he may designate if he
determines that such waiver will enable the authority lo
assist the state in achieving ifs ecomomic and housing
goals and policies, provided that, in the event of any such
waiver, the sales price of the residences to be financed by
any mortgage loans so designated shall not exceed the
applicable limits imposed by the US. Depariment of the
Treasury pursuant to the federal tax code or such lesser
limits as the execulive director may establish. Any such
waiver shall not apply upon the assumption of such
mortgage loans.

B. Effect of solar grant.

The applicable maximum allowable sales price for new
consiruction shall be increased by the amount ¢f any grant
to be received by a morigagor under the authority’s Solar

Home Grant Program in connection with the acquisition of
" a residence.

§ 2.4. Net worth.

To be eligible for authority {financing, an applicant
cannot have a net worth exceeding $20,000 plus an
additional 31,000 of net worth for every 35,000 of income
over $20,000. (The value of furniture and household goods
shall not be included in determining net worih.) In
addition, the portion of the applicant’s-liquid assets which
are used to make the down pavment and (o pay closing
cosis, up to a maximum of 25%, of the sale price, will not
be included in the net worth calculation.

Any income producing assets needed as a source of
income in order to meet the minimum income
requirements for an authority loan will not be included in
the applicant’s net worth for the purpose of determining
whether this net worth limitation has been violated.

§ 2.5. Income requirements.
A, Mayimum gross inceme.

As provided in § 2.2.1.A.6 the gross family income of an
applicant for an authority mortgage lean may not exceed
the applicable income limifation imposed by the US.
Department of the Treasury. Because the income limils of
the authority imposed by this subsection A apply to all
loans to which such federal limits apply and are in all
cases below such federal limits, the requiremenis of §
221.A8 are automatically met if an applicant’s gross
family income does not exceed the applicable limits set
forth in this subsection.

For ihe purposes hereof, the term "gross family income”
means the combined annualized gross income of all
persons residing or intending to reside in a dwelling unit,
from whatever source derived and before taxes or
withholdings. For the purpose of this definition, annualized
gross income means gross monthly income multiplied by
12. “Gross wmonthly income” is, in turn, the sum of
monthly gross pay plus any additional dividends, interest,
royalties, pensions, Veterans Administration compensation,
net rental income plus other income (such as alimony,
child support, public assistance, sick pay, social security
benefits, unemployment compensation, income received
from trusts, and income received from business activities
or investments).

For reservations made on or after March 1, 1989, the
maximum gross family incomes for eligible borrowers
shall be determined or set forth as foliows:

(1) MAXIMUM GROSS FAMILY INCOME

Applicable only to loans for which reservations are
taken by the authority on or after March 1, 1989,
except loans {o be guarantesd by the Farmers
Home Admianistration (“FmHA").

The maximum gross family income for each borrower
shall be a percentage (based on family size) of the
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applicable median family income (as defined in Section
143(H)(4) of the Internal Revenue Code of 1986, as
amended (the “Median Family Income™), wiith respect to
the residence of such borrower, which percentages shall
be as foliows:
Percentage of applicable Median

Family Income (repardless

of whether residence is new

construction, existing or

Family Size substantially rehabilitated)

1 person 70%
2 persons 85%
3 or more persons 100%

The authority shall from time to time inform its
originating agenits and servicing agents by written
notification thereto of the foregoing maximum gross family
income limits expressed in dollar amounts for each area
of the state , as established by the executive direcfor, and
each family size. The effective dates of sueh lmis shall
be determined by the exeeutive direeter Any adjustmenis
to such income limits shall be effective as of such date as
the executive director shall defermine, and authorily is
reserved to the executive director fo implement any such
adiustments on such date or dafes as he shall deem
necessary or appropriate to best accomplish the purposes
of the program.

The executive director may from ilime to lime waive
the foregoing income limils with respect to such morigage
loans as he may designate if he determines that such
waiver will enable the authorify to assist the state in
achieving its economic and housing goals and policies,
provided that, in the evemt of any such waiver, the
income of the borrowers fo receive any morigage loans so
designated shall not exceed the applicable limits imposed
by the U.S. Department of the Treasury pursuant to the
federal tax code or such lesser [limits as the executive
director may establish. Any such waiver shall not apply
upon the assumption of such mortgage loans.

(2) FmHA MAXIMUM GROSS FAMILY INCOME
Applicable only to loans to be guaranteed by FmHA.

The maximum gross family income for each borrower
shall be the lesser of the amount determined in
accordance with § 2.5 A (1) or FmHA income
limits in effect at the time of the application.

B. Minimum income (not applicable to applicants for
loans to be insured or guaranteed by the Federal Housing
Administration, the Veterans Adminisiration or FmHA
(hereinafter referred fo as “FHA, VA or FmHA loans™).

An applicant satisfies the authority’s minimum income
requirement for financing if the monthly principal and
interest, tax, Iinsurance (“PITI”) and other additional
monthly fees such as condominium assessments (60% of
the monthly condominium assessment shail be added to

the PITI figure), itownhouge assessmenis, etc. do not
exceed 329 of monthly gross income and if the monthly
PITI plus ouistanding monihly instaliment loans with more
than six months duration do not exceed 40% of monthly
gross income (see Exhibit B). However, with respect to
those mortgage loans on whick private morigage insurance
is required, the private morigage insurance company may
impose more siringent requirements.

§ 2.6. Calculation of maximum loar amount.

Single family detached residence and townhouse (fee
simple ownership) Maximum of 95% (or, in the case of a
FHA, VA or FmEA loan, such other percentage as may be
permitted by FHA, VA or FmHA ) of the lesser of the
sales price or appraised value, excepi as may otherwise he
approved by ihe authority,

Condominiums - Maximum of 959 (or, in the case of a
FHA, VA or FmHA loan, such other percentage as may be
permitied by FHA, VA or FmHA ) of the lesser of the
sales price or appraised value, except as may be otherwise
approved by the authority.

For the purpese of the ahove calculations, the value of
persenal property to be conveyed with the residence shall
be deducted from the sales price. (See Exhibit R for
examples of personal property.) The value of personal
property included in the appraisal shall not be deducted
from the appraised value. (See Appralser Report, Exhibit
H)

In the case of a FHA, VA or FmHA loan, the FHA, VA
or FmHA insurance fees or guaraniee fees charged in
connection with such loan (and, if a FHA loan, the FHA
permiited closing costs as well}) may be included in the
calculation of the maximum loan amount in accordance
with applicable FHA, VA or FmHA requirements; provided,
however, that in no event shall this revised maximum loan
amouni which includes such fees and clesing costs be
permitted to exceed the authority’s maximum aliowable
sales price limits set forth herein.

§ 2.7. Morigage insurance requirements.

Unless the loan is an FHA, VA or FmHA loan, the
borrower is reguired to purchase at time of loan closing
full private morigage insurance (25% to 1009 coverage,
as the authority shail determine) on each loan the amount
of which exceeds B80% of the lesser of sales price or
appraised wvalue of the property to be financed. Such
insurance shall be issued by a company acceptable to the
authority. The originaiing ageni{ is required to escrow for
annual payment of mortgage insurance, If the authority
requires FHA, VA or FmHA insurance or guarantee, the
loan will either, at the election of the authority, (a) be
closed in the authority’s name in accordance with the
procedures and reguireinents herein or (b) be closed in
the originating agen{’s name and purchased by the
authority once the FHA Certificate of Insurance, VA
Guaranty or FmHA Guarantee has been obtained. In the
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-event that the authority purchases am FHA or, V& or
FmHA loan, the originating agent must enter into a
purchase and sale agreemeni on such form as shall be
provided by the authority. For assumptions of conventional
loans (i.e., ioans other than FHA, VA or FmHA loans), full
private mortgage insurance as described above is required
unless waived by the authority.

§ 2.8. Underwriting.
A, Conventional loans.

The following requirements must be met in order fo
satisfy the authority’s underwriling requirements. However,
additional or more stringent requirements may be imposed
by private mortgage insurance companies with respect to
those loans on whick private mortgage insurance is
required.

1, Employment and income.

a. Lengith of employment. The applicant must be
employed a minimum of siz months with present
employer. An exception to (he six-month
requirement can be granied by the authority if it
can be determined that the type of work is similar
to previcus employment and previous employment
was of a stable nature.

b. Self-employed applicants. Note: Under the fax
code, the residence may not be expected {o be used
in trade or business. (See § 2.2.1.C Principal
residence requirement.) Any self-employed applicant
must have a minimum of two years of
self-employment with the same company and in the
same line of work. In addition, the {following
information is required af the time of application:

(1) Federal income tax returns for the iwo most
recent tax years.

{2) Balance sheets and profit and loss statemenis
prepared by an independent public accountant.

In determining the income for a self-employed
applicant, income will be averaged for {he two-year
period.

¢. Income derived from scurces other than primary
employment.

(1) Alimony and child support. A copy of the legal
document and sufficient proof must be submitted to
the autherity verifying that alimony and child
support are court ordered and are being received.
Child support payments for children 15 years or
older are not accepied as income in gualifying an
applicant for a loan.

(2) Social securify and other retiremeni benefits
Social Security Form No. SSA 2458 must be

submitted to verify thai applicant is receiving social
security benefits. Retirement benefits must be
verified by receipt or retirement schedules. VA
digability benefits must be verified by the VA,
Educational benefits and social security benefits for
dependents 15 years or older are not accepted as
income in ualifying an applicant for a loan.

(3) Partiime employment. Parttime employment
must be continwous for a minimum of six months.
Employment with different employers is acceptable
g0 long a8 it has been uninterrupted for a minimum
of six months. Part-{ime employment as used in this
section means employment in addition to fulltime
employment.

Parttime employment as the primary employmeint
will also be required to be continuous for six
mronths.

{4) Overfime, commission and bonus. Overtime
earnings must be goaranteed by the employer or
verified for a minimum of two years. Bonus and
commissions must be reasonably predictable and
stable and the applicant’s employer must submit
evidence thai they have been paid on a regular
basis and can be edpecied to be paid in the future.

2. Credit.

a. Credit experience. The authority requires that an
applicant’s previous credil experience be
satisfactory. Poor credit references without an
acceptable explanation will cause a loan io be
rejecied. Satisfactory credit references are
considered to be one of the most important
requirements in order to obtain an authority loan.

b, Bankrupicies. An appiicant will not be considered
for a loan if the applicant has been adjudged
bankrupt within the past two years and has a poor
credit history. I longer than two years, the
applicant must submit a writien explanaiion giving
details surrounding the bankrupicy and poor credit
hisiory. The authority has complete discretion to
decline 2 loan when a bapkruptcy and poor credif is
involved.

¢. Judgmenis, An applicant is required io submit a
written explanation for all judgments. Judgments
must be paid before an applicant will be considered
for an autherity loan,

3. Appraisals. The authority reserves the right to
obiain an independent appraisal in order o establish
the fair market wvalue of the property and fo
determine whether the dwelling is eligible for the
mortgage loan requested.

B. FHA loans only.
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1. In general. The authority will normally accept FHA
underwriting requirements and property standards for
FHA loans. However, most of the authority’s basic
eligibility requirements including those described in §§
2.1 through 2.5 hereof remain in effect due to
treasury restrictions or authority policy.

2. Mortgage insurance premium. Applicant’s mortgage
insurance premium fee may he included in the FHA
acquisition cost and may be financed provided that
the final loan amouni does not exceed the authority’s
maximum allowable sales price. In addition, in the
case of a condominium, such fee may not be paid in
full in advance but instead is payable in annual
installments,

3. Closing fees. The FHA allowable closing fees may
be included in the FHA acquisition cost and may be
financed provided the final loan amount does not
exceed the authority’s maximum allowable sales price,

4, Appraisals. FHA appraisals are acceptable. VA
certificates of reasonable value (CRV’s) are acceptable
if acceptable to FHA.

C. VA loans only.

1, In general. The authority will normally accept VA
underwriting requirements and property guidelines for
VA loans. However, most of the authorify’s basic
eligihility requirements {including those described ian
§§ 2.1 through 2.5 hereof) remain in effect due to
treasury restrictions or autherity policy.

2, VA funding fee. 1.0% funding fee can be included
in loan amount provided final loan amount does not
exceed the authority’s maximum allowable sales price.

3. Appraisals. VA certificates of reasonable vaiue
(CRV’'s) are acceptable,

D. FmHA loans only.

1. In general., The authority will nermally accept
FmHA underwriting requirements and property
standards for FmHA loans. However, most of the
authority’s basic eligibllity requirements including
those described in §§ 2.1 through 2.5 hereof remain in
effect due to treasury restrictions or authority policy.

2. Guarantee fee. 1.0% FmHA guarantee fee can be
included in loan amount previded final loan amount
does not exceed the authority’s maximum allowable
sales price.

E. FmHA Interest Assistance Program.

Borrowers with low income, as determined by FmHA,
are eligible for interest assistance payments. FmHA will
make monthly payments to the authority to reduce the
effective interest rate, depending on the borrower’s

income. However, no borrower will pay less than 20% of
adjusted income, as determined by FmHA, for principal,
interest, taxes, and insurance. Interest assistance payments
will be recalculated by the authority at such times as are
required by FmHA., Al interest assisiance by FmHA is
subject to recapture by FmHA at the time the property is
sold. In the event the authority intends to sell the FmHA
Interest Assistance Program loans to the Federal National
Mortgage Association (“FNMA™), each such loan must
salisfy all of the applicable guidelines, requirements, terms
and conditions imposed by FNMA.

F. FHA and VA huydewn program.

With respect to FHA and VA loans, the auihority permits
the deposit of a sum of money (the “buydown funds™) by
a party (the “provider”) with an escrow agent, a portion
of which funds are to be paid to the authority each month
in order to reduce the amount of the borrower’s monthly
payment during a cerfain period of time. Such
arrangement is governed by an escrow agreement for
buydown rmorigage loans (see Exhibit V) executed at
closing (see § 2.15 for additional infermation). The escrow
agent will be required to sign a certification (Exhibit X)
in order to satisiy certain FHA requirements. For the
purpeses of underwriting buydewn mortgage loans, the
reduced montkly payment amount may be taken into
account based on FHA guidelines then in effect (see also
subsection B or C above, as applicable).

G. Interest rate buydown prograrm.

Unlike the program described in subsection F -above
which permits a direct buydown of the borrower’s monthly
payment, the authority also from time {0 time permits the
buydown of the interest rate on a conventional, FHA or
VA mortgage loan for a specified period of time.

§ 2.9. Funds necessary to close.
A. Cash (Not applicable to FHA, VA or FmHA loans).

Funds necessary to pay the downpayment and closing
costs must be deposited af the time of loan application.
The authority does not permit the applicant to borrow
funds for this purpose, except where (i) the loan amount
is less than or equal to 809 of the lesser of the sales
price or the appraised value, or (ii) the loam amount
exceeds 80, of the lesser of the sales price or the
appraised value and the applicant borrows a portion of the
funds from their employer with the approval of the
private mortgage nsurer and the applicant pays in cash
from their own funds an amount equal to at least 3.0% of
the lesser of the sales price or the appraised value. If the
funds are being held in an escrow account by the real
estate broker, builder or closing attorney, the source of
the funds must be verified. A verification of deposit from
the parties other than financial institutions authorized to
handle deposited funds is not accepiable.

B. Gift letters.
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" A giff letter is required when an applicant proposes to
obtain funds as a gift from a third party. The gift letter
must confirm that there is no obligation on the part of the
borrower to repay the funds at any time. The party
making the gift must submit proof that the funds are
available. This proof should be in the form of a
verification of deposit.

C. Housing expenses.

Proposed monthly housing expenses compared to current
monthly housing expenses will be reviewed carefuily to
determine if there is a substantial increase. If there is &
substantial increase, the applicant must demonstraie his
ability to pay the additional expenses.

§ 2.10. Loan assumptions.
A. Requirements for assumptions.

VHDA currently permits assumptions of all of its single
family morigage loans provided that certzin requirements
are met. For all loans closed prior to January 1, 1991,
except FHA loans which were closed during calendar year
1990, the maximum gross family income for {those
assuming a loan shall be 100% of the applicable Median
Family Income, For such FHA loans closed during 1990, if
assumed by a household of three or more persens, the
maximum gross family income shall be 1159 of the
applicable Median Family Income (140% for a residence
in a targeted area) and if assumed by & household of less
than three persons, the maximum gross family income
shall be 100% of the applicable Median Family Income
(120% for a residence in a targeted area). For all loang
closed after Januwary 1, 1391, the maximum gross family
income for those assuming loans shall be ag set forth in §
2.5 A of these regulations. The requirements for each of
the two different categories of mortgage loans listed below
(and the subcategories within each) are as follows:

1. Assumptions of conventional loans.
a. For assumptions of conventional leans financed
by the proceeds of bonds issued on or after
December 17, 1981, the requirements of the
foilowing sections bereof must he met:

(1) Maximum gross family income requirement in
this § 2.10 A

(2) § 2.2.1.C (Principal residence requirement)
(3) § 2.8 (Authority underwriting reguirements)
(4) § 2.2.1.B (Three-year requirement)

(8) § 2.2.2.B (Acquisition cost requirements)
(6) § 2.7 (Mortgage insurance requirements).

b. For assumnptions of conventional loans Iinanced

by the proceeds of bonds issued prior to December
17, 1981, the requirements of the following sections
hereof must be met:

(1) Maximum gross family income requirément in
this § 2.10 A

(2) § 2.2.1.C (Principal residence requirements)
(3) § 2.8 (Authority underwriting requirements)
(4) § 2.7 (Mortgage insurance requirements).

. Assumptions of FHA, VA or FmHA loans.

a. For assumptions of FHA, VA or FmHA loans
financed by the proceeds of honds issued on or
after December 17, 1881, the following conditions
must be met:

(1) Maximum gross family income requirement in
this § 2.10.A

§ 2.2.1.C (Principal residence requirement)
{3) § 2.2.1.B (Three-year requirement)
(4) § 2.2.2.B (Acquisition cost requirements).

In addition, all applicable FHA, VA or FmHA
underwriting requirements, if any, must be met.

b, For assumptions of FHA, VA or FmHA loans
financed by the proceeds of bonds issued prior to
December 17, 1681, only the applicable FHA, VA or
FmHA underwriting requirements, if any, must be
met.

B. Authorization to process assumptions/requirement that
the authority {o contacied.

Although the requirements listed in subsection A above
are generally those that only originating agents are
respounsible for determining compliance with, in the case
of assumptions, servicing agents are also authorized to
make such determinations, More generally, for the
purposes of this § 2,10, servicing agents may process
assumption requests provided that they do so in
accordance with all the requiremenfs hereof, including
those otherwise the exclusive reponsibility of originating
agents. Accordingly, references are made within this
section fo “originating agents or servicing agents” in order
{o reflect this additional role of servicing agents.

The originating agent or servicing agent must in each
case of a request for assumption of a morigage loan
contact the authority in order to determine which category
of loans described in subsection A ahove applies to the
loan and whether or not the requirements of the
applicable category are satisfied. (For example, in cases of
assumptions, the originating agent or servicing agent may
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not rely - as it may for new loans - on the fact that the
acquisition cost of the dwelling is less than the authority’s
sales price limits to satisfy the acquisifion cost
requirement. It is therefore essential that the authority be
contacted in each case.)

C. Application package for assumptions,

Once the originating agent or servicing agent has
contacted the authority and it has been determined which
of the categories described in subsection A above applies
to the loan, the originating agent or servicing agent must
submit to the authority- the information and documents
listed below for the applicable category:

1. Assumption package for conventional loans:

a. Conventional loans financed by the proceeds of
bhonds issued on or after December 17, 1981:

(1) Affidavit of borrower (Exhibit E).

{2) Affidavit of seller (Exhibit F).

(3) Acquisition cost worksheet (Exhibit G).

(4) Appraiser’s report (Exhibit H).

(5) Three year’s tax returns.

(6) Originating agent’s checklist (Exhibit A(1}).
(7) 4506 form (Exhibit Q).

{8) Originating agent’s loan submission cover letter
{Exhibit 0(1).

(9) Authority’s completed application (Exhibit D).

(10) Verification of employment (VOE's) (and other
income related information).

(11) Verification of deposit (VOD's).
(12) Credit report.
(13) Sales contract

(14) Truth-in-Lending (Exhibit K) and estimate of
charges.

{15) Equal Credit Opportunity Act
/Recapture Tax/RESPA notice (Exhibit I}.

(ECOA)

(18) Authority underwriting qualification sheet

(Exhibit B(1)).

(17) All other requirements of state and federal law
must be met.

b. Conventional loans financed by the proceeds of

bonds issued prior to December 17, 1981:
(1) Authority’s completed application (Exhibit D).

(2) Verification of employment (VOE's) (and other
income related information).

(3) Verification of deposit {(VOD’s).
(4) Credit report.
(5) Sales contract,

(6) Truth-in-Lending (Exhibit K) and estimate of
charges,

(7) Egqual Credit Opportunity Act
/Recapture Tax/RESPA notice {Exhibit I).

(EC0A)

(8) Authority underwriting qualification sheet
(Exhibit B(2)).

(9) All other requirements of state and federal law
must be met.

. Assumption package for FHA, VA or FmHA loans.

a. FHA, VA or FmHA loans financed by the
proceeds of bonds issued on or after December 17,
1981: ’

(1) Affidavit of borrower (ﬁxhibit E).

(2) Affidavit of seller (Exhibit F).

(3) Acquisition cost worksheet (Exhibit G).

(4) Appraiser’s Report (Exhibit H).

(5) Three vears’ tax returns,

(6) Originating agent's checklist (Exhibit A(.l)).
(7) 4506 form (Exhibit Q).

(8) Originating agent’s loan submission cover letter
(Exhibit 0(2) or (3).

(9) Authority’s completed application (Exhibit D).
(10} Sales contract.

(11) Copy of the executed FHA mortgage credit
analysis worksheet if the original borrowers are to
be released from liability.

(12) Equal Credit Opportunity Act
(ECOA)/Recapture Tax/RESPA notice (Exhibit I).

(13) Truth-in-Lending (Exhibit K) and estimate of
charges if original borrowers are to be released
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from Hability.

(14) A copy of the FHA Notice to Homeowner, if
the original borrowers will not be released from
Iability.

{18) In addition, all applicable requirements, if any,
of FHA, VA or FmHA and those under state and
federal law must be mef.

b. FHA, VA or FmHA loans {financed by the
proceeds of bonds issued prior to December 17,
1981: The applicable requirements, if any, of FHA,
VA or FmHA and those under state and federal law
must be met.

D. Review by the authority/additional requirements.

Upon receipt from an originating agent or servicing
agent of an application package for an assumpfion, the
authority will determine whether or not the applicable
requirements referenced above for assumption of the loan
have been mel and will advise the originating agent or
servicing agent of such determination in writing. The
anthority will further advise the originating agent or
servicing agent of all other requirements necessary to
complete the assumption process. Such requirements may
include but are not limited to the submission of
satisfactory evidence of hazard insurance coverage on the
property, approval of the deed of assumption, satisfactory
widence of mortgage insurance or mortgage guaranty
including, it applicable, pool insurance, submission of an
escrow  transfer letter and execution of a Recapture
Requirement Notice (VHDA Doc. R-1).

§ 2.11, Leasing, loan term, and owner occupancy.
A, Leasing.

The owner may not lease the property without first
contacting the authority.

B. Loan term,
Loan terms may nol exceed 30 years,
C. Owner occupancy.

Mo loan will he made unless the residence is to be
occupled by the owner as the owner's principal residence.

§ 2.12. Reservations/fees.
A. Making a reservation.

The authority currenily reserves funds for each
morigage loan on a first come, {first serve basis.
Reservations are made by specific originating agents or
field originators with respect to specific applicants and
properties, No substitutions are permitied. Similarly,
Jocked-in interest rates (see subdivigion 5 below) are also

noniransferable. In order fo make a reservation of funds
for a loan, the originating agent or field originator shall:

1. First make a determination based on the
information then made available to it by the applicant
or otherwise that neither the applicant nor the
property appears o violate any of the authority’s
eligibility requirements for a new loan.

2. Collect a $100 nonrefundable reservation fee (or
such gther amount as the authorily may require).

3. Determine what fype of mortgage insurance or
guaraniee will be required; specificaily, whether the
loan will be a conventional loan, an FHA lean, a VA
loan or an FmHA loan.

4. Complete a reservation sheet (Exhibit C(1)).

5 Call the authority (after completing the four
preceding requirements) between 9 am. and 5 p.m.
Monday through Friday for the asgignment of a
reservation number for the loan, the inierest rate
which shail be locked in for the reserved funds and
an expiration date for the reservation, all of which
will be assigned after the originating agent or field
originator gives to the authority the following
information:

a. Name of primary applicant
b. Social security number of applicant
¢. Estimaied loan amount

d. PBS Originating agent's or field originator’s
servicer number

e, Gross family income of applicant and family, if
any

f. Location of property (city or county)
8. Verification of receipt of the reservation fee

h. Type of mortgage insurance fo be used (if
conventional, the authority will assign the loan a
suffix “C”; if FHA, the suffix will be “F”; if VA, it
will be “V” ; and if FmHa, it will be “FM” ).

6. Complete the reservation card by filling in the
reservation number, interest rate, expiration date and
by executing it (only an authorized representative of
the originating agent or field origingtor may siga the
reservetion card) and, in addition, complete a lock-in
disclosure (Exhibit C{2)) and have the applicant
execute it prior to submitting it with the application
package.

7. Submit the compleie application package to the
authority (see § 2.13) along with evidence of receipt
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of the reservation fee within 60 days after the
authority assigns the reservation number to the loan
(i.e., takes the reservation) , provided that in the case
of an application received by a field orginator, the
field originator will submit fo the authority the
reservation fee and such portion of the application
package as the authority may require . Funds will not
e reserved longer than 60 days unless the originating
agent requests and receives an additional one-time
extension prior to the 60-day deadline.

B. More than one reservation.

An applicant may request a second reservation if the
first has expired, buf in no case may the interest rate be
reduced without the authority’s prior approval. In addition,
a second reservation fee must be collected for a second
reservation,

C. The reservation fee.

Under no circumstances is this fee refundable. K
Reservation fees paid to field originators shall be
submitted to and retained by the authority. Reservation
fees paid to originating agents will, if the loan closes, #
wilt be retained by the originating agent as part of iis
1.0% origination fee. If (i) the application is not submitied
prior to the expiration of the reservation, or (ii) the
authority determines at any time that the loan will not
close, this anyv such reservation fee paid fo an originating
agent must be submitied to the authority within 30 days
after such expiration or such determination by the
authority, as applicable. If, in such cases, the fee is not
received by the authority within such 30-day period, the
originating agent shall be charged a penalty fee of $50 in
addition to the reservation fee (see subsection D for other
fees). No substitutions of applicants or properties are
permiited.

D. Other fees.

1. Commitment fee. The originating agent must collect
at the time of the issuance of a commitment by the
authority an amount equal to 1.0% of the loan amount
less the amount of the reservation fee already
collected (such that the total amount received by the
originating agent at that point equals 1.0% of the loan
amount - please also note that for FHA loans the Joan
amount for the purpose of this computation is the
base loan amount only). If the loan closes, the
originating agent retains such 1.09 fee as its original
fee. If the loan does not close the origination fee
(which includes the reservation fee) must be
submitted to the authority when the failure to close is
due to the fault of the applicant. On the other hand, if
the failure to close is not due io the fault of the
applicant, then the collected commitment fee less the
reservation fee may at the option of the authoriiy be
refunded to the applicant. (The regervation fee, as
required in subsection C above is always submitted to
the authority when a loan fails to close.)

2. Discount point. The originating agent must collect ai
the time of closing an amount equal to 1.0% of the
loan amount from the seller. This fee is to be
remitted to the authority by the originating agent.

§ 2.13. Preparation of application package for new loans.
A. Conventional loans.

The application package submitied to the authority for
approval of a conventional loan must contain the foliowing
original documents:
lock-in

1. Reservation sheet and

disclosure (Exhibit C(2)).

(Exhibit C(1))

2, Application - the application must be made on the
authority’s approved application form. (Exhibit D)

3. Preliminary underwriting form. (Exhibit B)

4. Credit report issued by local credit bureau and
miscellaneous information as applicable explanation of
bankrupicies, efc., (and any additional documentation).

5. Verification of employment (and any additional
documentation).

6. Verificaticn of other income.

7. Verification of deposits (and any additiona
documeniation}.

8. Gift letters (and verification).

9. Sales contract - contract must be signed by selier
and all parties entering into the contract and state
which parties are paying points and closing costs,

10. Appraisal (FHLMC No. 70) should be the Federal
National Morigage Association ("FNMA") or Federal
Home Loan Morigage Corporation (“FHLMC’) form
and should be completed by an appraiser who has
been approved by FHLMC or a private mortgage
insurer acceptable to the aunthority or who has a
certification from a trade organization approved by
the authority (photos and required supporting
documentation).

11. Loan submission cover letter. (Exhibit (1))

12. Appraiser’s report. (Exhibit H)
13. Acquisition cost worksheet. (Exhibit G)
14. Affidavit of seller. (Exhibit F)

15. Affidavit of borrower. (Exhibit E)

16. Federal income iax returns - copy of borrower’s
federal income tax returns to the exient required by
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1 Itern 6 in the affidavit of borrower and § 2.2.1.B.3
hereof.

(NOTE: I a letter from the Internal Revenue Service
is fo be delivered pursuant to paragraphs § 2.2.1.B.3
hereof, such letter musi be enciosed instead).

17. Originating agent’s checklist for certain
requirements of the tax code. (Exhibit A(1))

18, Signed request for copy of tax returns. (Exhibit Q)

19. U.S. Department of Housing and Urban
Development (“HUD”) information booklet
acknowledgement by applicant of receipt of HUD
information booklei and estimate of the charges the
borrower is likely fo incur as required by the Real
Estate Settlement Procedures Act of 1974, as amended
the Real ZEstate Seitlement Procedures Act
Amendments of 1975 (RESPA), as amended, and
Regulations Z (Truth-In-Lending), a3 amended.
Acknowledgement can be made part of the application
or can he a separate statement. Applicanf must
receive HUD information book the day application is
made.

2). Equal Credit Opportunity Act (“ECOA") /Recapture
Tax/RESPA notice, with borrower’s acknowledgement
of receipt. (Exhibit T}

; 21. Truth-in-Lending Pisclosure. (Exhibit K)
22. RESPA Disclosure Statemeni (Exhibit AA).

23. Quality Control Disclosure and Authorization
(Extibit Y).

B. FEA loans.

The application package submitted to the authority for
approval of an FHA loan must contain the following items
(please note that items 13 through 18 and 20 and 21 are
authority forms and must be submitied as originals, not
copies):

1. Reservation sheet ({(Exhibit C(1)) and lock-in
disclosure (Exhibit C(2)).

2. Application - must be on the authority’s form and
can be handwritten if legible (Exhibit D).

3. Copy the HUD application (FHA form 92800).

4. Copy of the Mortgage Credit Analysis Worksheet
(HUD form 92900-ws).

5. Copy of the credit report.

6. Copy of verification of employment and current pay
stubs.

7. Copy of verification of other income.
8. Copy of verification of deposits.

8. Copy of gift letters (and verification).
16. Copy of sales contract.

11, Assignment letter - this must reference the case
number, name of applicant.

12. Copy of appraisal - this must be on a form
acceplable to FHA and must contain all supporiing
documentation necessary for valuation.

13. FHA Notice to Buyers (Document F-9)

14. Loan submission cover letter. (Exhibit 0(2))
15. Appraiser’s report. (Exhibit H)

17. Affidavit of seller. (Exhibit F)

18. Affidavit of borrower. (Exhibit E)

19. Federal income tax returns - copy of borrower’s
federal income tax returns to the extent required by
Itern 6 in the affidavil of borrower and § 2.2.1.B.3
hereof,

(NOTE: I a letter from the Internal Revenue Service
is to be delivered pursuant to paragraphs § 2.2.1.B.3
hersof, such letter must be enclosed instead).

20. Originating agent’s checklist for certain
requirements of the tax code. (Exhibit A(1))

21. Signed request for copy of tax returns (Exhibit Q)

22. U.S. Department of Housing and Urban
Development (“HUD”) information booklet -
acknowledgement by applicant of receipt of HUD
information booklet and estimate of the charges the
borrower is likely to imcur as required by the Real
Estate Seftlement Procedures Act of 1974, as amended,
the Real Esiate Seftlement Procedures Act
Amendments of 1975 (RESPA), as amended, and
Regulation Z (Truth-In-Lending), as amended.
Acknowledgement can be made part of the application
or can be a separate statement. Applicant must
receive HUD information book the day application is
made.

23. Equal Credit Opportunity Act (“ECOA”) /Recapture
Tax/RESPA notice, with borrower's acknowledgement
of receipt. (Exhibit I)

24, Truth-in-Lending Disclosure. (Exhibit K)

25. RESPA Disclosme Statement. (Exhibit AA)
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26. Quality Control Disclosure and Authorization.
(Exhibit Y) ’

C. VA loans.

The application package submitted to the authority for
approval of a VA loan must contain the following items
(please note that items 15 through 18 and 20 and 21 are
authority forms and must be submitted as originals, not
copies:
lock-in

1. Reservation sheet and

disclosure (Exhibit C(2)).

(Exhibit C(1)

2. Application - must be on the authority’s form and
can be handwritten if legible (Exhibit D).
3. Copy the VA application (VA form 26-18024).

4. Copy of the Loan Analysis Worksheet (VA form
6393).

5. Copy of VA certificate of eligibility.
6. Copy of VA benefits and related indebtedness leiter.
7. Copy of the credit report.

8. Copy of verification of employment (if active duty,
inctude current LES form).

9. Copy of verification of other income,

10, Copy of verification of deposits.

11, Copy of gift letters {(and verification).

12, Copy of sales contract.

13. Copy of appraisal - this must be on a form
acceptable to VA and musti comntain all supporting
documentation necessary for valuation.

14. Loan submission cover letter. (Exhibit 0(3))
15. Appraiser’s report. (Exhibit H)
16. Acquisition cost worksheet. (Exhibit G)
17. Affidavit of seller. (Exhibit F)
18. Affidavit of borrower. (Exhibit E)

19. Federal income tax returns - copy of borrowei’s
federal income tax refurns to the extent required by
Item 6 in the affidavit of borrower and § 2.2.1.B.3
hereof.

(NOTE: 1f a letter from the Internal Revenue Service

is to be delivered pursuant fo paragraphs § 2.2.1.B.3
hereof, such letier must be enclosed instead).

20. Originating agent’s checklist for certain

requirements of the tax code. (Exhibit A(l))

21. Signed request for copy of tax returns (Exhibit Q)
22. U.S. Department of Housing and Urban
Development (“HUD’) information booklet
acknowledgement by applicant of receipt of HUD
information beooklet and estimate of the charges the
borrower is likely to incur as required by the Real
Estate Setflement Procedures Act of 1974, as amended,
the Real Estate Settlement Procedures Act
Amendments of 1975 (RESPA), as amended, and
Regulation Z (Truth-In-Lending), as amended.
Acknowledgement can be made part of the application
or can be a separate statement. Applicant must
receive HUD information book the day application is
made.

23. Equal Credit Opportunity Act (“ECOA”) /Recapture
Tax/RESPA notice, with borrower’s acknowledgement
of receipt. (Exhibit I)

24. Truth-in-Lending Disclosure. (Exhibit K)
25. RESPA Disclosure Statement. (Exhibit AA)
Disclosure and Authorization.

26. Quality Control
{Exhibit Y)

D. FmHA loans.

The application package submitfed to the authority for
approval of an FmHA loan must contain the following
items (please note that items 13 through 18 and 20 and 21
are authority forms and must be submitted as originals,
not copies):

1. Reservation sheet lock-in
disclosure (Exhibit C(2)).

(Exhibit C(l)) and
2. Application - must be on the authority’s form and
can be handwritten if legible. (Exhibit D)

3. Copy of the HUD application (FHA form $2900).

4, Copy of the credit report.

5. Copy of verification of employment and current pay
stubs.

6. Copy of verification of other income.
7. Copy of verification of deposits.

8. Copy of gift letters (and verification).
9. Copy of sales contract.

10. Copy of appraisa! - this must be on a form
acceptable to FmHA and must contain all supporting
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documentation necessary for valuation,

11. Privacy Act Statement (Form FmHA 410-9).
12. Loan submission cover letter. (Exhibit O(2))
13. Appraiser’s report. (Exhibit H)

14. Acquisition cost worksheet. (Exhibit G)

15. Affidavit of seller. (Extibii F)

16. Affidavit of borrower. (Exhibit E)

17. Federal income tax returns - copy of borrower’s
federal income tax refurns to the extent required by
Item 6 in the affidavit of borrower and § 2.2.1.B.3
hereof. (NQTE: If a letter from the Internal Revenue
Service is to be delivered pursuant to § 22.1.B3
hereoi, such ietter must be enclosed instead).
18. Originating agent’s checklist for certain
requirements of the tax code. (Exhibit A(1))

19. Signed request for copy of tax returns. (Exhibit Q)

20, U.S. Department of Housing and Urban
Development (“HUD’’) information booklet
acknowledgement by applicant of receipt of HUD
information booklet and estimate of the charges the
borrower is likely to incur as required by the Real
Estate Setilement Procedures Act of 1974, as amended,

the Real Estate Settlement Procedures Act
Amendments of 19758 (RESPA), as amended, and
Regulation Z (Truth-in-Lending), as amended.

Acknowiedgement can be made part of the application
or can he a separate statement. Applicant must
receive HUD information book the day application is
made.

21. Equal Credit Opportunity Act (“ECQOA”)/Recapture
Tax/RESPA notice, with borrower’s acknowledgement
of receipt. (Exhibit I)

22. Truith-in-Lending Disclosure. (Exhibit K)

23. RESPA Disclosure Statement. (Exhibit AA)

24. Quality Control Disclosure and Authorization.

(Exhibit Y)
25. Other items which FmHA requires. The authority
will advise yew fthe originating agent of such
additional requirements, if any.

E. Delivery of package to the authority.

After the application package has been completed, it
should be forwarded to:

Single Family Division

Originations Department

Virginia Housing Development Authority
801 South Belvidere Sireet

Past Office Box 5206

Richmond, VA. 23220-3206

§ 2.14, Commitment, {Exhibit J)
A, In general.

Upon approval of the applicant, the authority will send a
mortgage loan commitmeni to the borrower in care of the
originating agent. Also enclesed in this package will be
other documents necessary for closing. The originating
agent shail ask the borrower to indicate his acceptance of
the mortgage loan commitment by signing and returning it
to the originasting agent, along with the 1.09% commitment
fee, within 15 days afier the date of the commitment. If
the borrower does so indicate his accepiance of the
cemmitment, the originating agent shall retain the fee in
accordance with § 2.1.2D.1. above. If the borrower fails to
so indicate his acceptance of the commitment, either by
failing t0 return an executed original thereof or by failing
to submit the fee, or both, the originating agent shall,
within 20 days after the date of the commitment, notify

. the authority in writing of such failure. If the originating

agent does not do so, the authority shall deem that
commitment to have been duly accepted, and the
originating agent shall be liable to the authority for the
uncollected commiiment fee based on the loan’s failure to
close as described in § 2.1.2.D.1. above,

A commitment must be issued in writing by an
authorized officer of the authority and signed by the
applicant before a loan may be closed. The term of a
commitment may be extended in certain cases upon
written request by the applicant and approved by the
authority. Generally, no more than one commitment will
be issued to an applicant in any calendar vear. However,
if an applicant who received a commitment fails to close
the mortgage loan transaction through no fault of his own,
that borrower may be considered for one additional
commiiment upon proper reapplication to the authority
within the one year period from the cancellation or
expiration of the original commitment; provided, however,
that the interest rate offered in the additional
commitment, if issued, may be higher than the raie
offered in the original commitment. Such new rate and
the availability of funds therefor shall in all cases be
determined by the authority in its discretion.

B. Loan rejection.

If the application fails to meel any of the standards,
criteria and requirements herein, a loan rejection letter
will be issued by the authority (see Exhibit L). In order to
have the application reconsidered, the applicant must
resubmit the application within 30 days afier loan
rejection. {f the application is so resubmiited, the credit
documentation cannot be more than 90 days old and the
appraisal not more than six months old,
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§ 2.15. Loan settlement.
A. Loan closing,

1. In general. Upon the borrower's acceptance of the
mortgage loan commitment, the originating agent will
send the authority’s letter and closing insiructions (see
Exhibits M and N) and the closing papers to the
clesing atterney. The originating agent should
thoroughly famiiiarize himself with the closing
instructions and should fill in aill blanks such as per
diem interest, appraisal fee, credit report charges to
be collected at closing, and any special requirements
of the commitment before the closing instructions are
forwarded to the closing attorney. The authority will
provide the originating agent with the documents
which the closing attorney is required to complete.

Once the attorney completes the preclosing package, it
should be mailed to:

Single Family Division

Pre-Closing Section

Virginia Housing Development Authority
601 South Belvidere Street

Post Office Box 4593

Richmond, VA 23220-8593

After the authority reviews the closing attorney's
preliminary work and has been advised by the
originating agent in the case of an FHA, VA or FmHA
loan that all applicable FHA, VA or FmHA
requirements have been met, it will approve closing
and, a loan proceeds check will be sent to the closing
attorney or firm named in the title insurance
commitment or binder as approved under the issuing
company’s insured closing service, along with
additional! closing instructions. The closing attoraey
may disburse loan proceeds only afier he has
conducted the loan clesing and recorded ail necessary
documents, including the deed of trust securing
repayment of the loan to the authority and in all
other respects is in a position to disburse proceeds in
accordance with the authority’s letter authorizing the
closing, the commitment anrd the instructions
previously issued by the originating agent. It is the
originating agent's responsibility to see that all
documents and checks are received immediately after
loan closings and that they are completed in
accordance with the authority’s reduirements,
Regulation Z and ECOA.

2. Special note regarding checks for buy-down points
(this applies to both the monthly payment buydown
program described in § 2.8.D above and the interest
rate buydown program described in § 2.8E). A
certified or cashier's check made payable to the
authority is to be provided at loan closing for
buy-down points, if any. Under the tfax code, the
original proceeds of a bond issue may not exceed the
amount necessary for the “governmental purpose”

thereof by more than 5.09%. If buy-down points are
paid out of mortgage Ioan proceeds (which are
financed by bonds), then this federal regulation is
violated because bond proceeds have in effect been
used to pay debt service rather than for the proper
“governmental purpose” of making morigage loans.
Therefore, it is required that buy-down fees be paid
from the seller’s own funds and not be deducted from
loan proceeds. Because of this requirement, buy-down
funds may not appear as a deduction from the seller’s
proceeds on the HUD-1 Settiement Statement.

B. Post-closing requirements.

All post-closing docements, including the posi-closing
cover letter (Exhibit P), should be forwarded as follows
to:

Single Family Divigion

Post-Closing Section

Virginia Housing Development Authority
601 South Belvidere Street

Post Office Box 5427

Richmond, VA 23220-8427

Within 10 days after the closing of the loan, the
originating agent must forward the fees, interest and any
other money due the authority, a repayment of the
authority’s outstanding construction loan, if any, private
mortgage insurance affidavit and all clesing documents
except the original recorded deed of trust and title
insurance policy and hazard insurance policy.

Within 90 days after loan closing, the originating agent
shall forward to the authority the original recorded deed
of trust, “final morigage title insurance policy and FHA
certification of insurance, VA guaranty or FmHA
guarantee. Within 55 days after loan closing the originating
agent shall forward to the authority the original hazard
insurance policy.

During the 120-day period following the loan closing the
originating agent shall review correspondence, checks and
other documenis received from the borrower for the
purpose of ascertaining that the address of the property
aind the address of the borrower are the same, and also to
ascertain any change of address during such period and
shalt notify the autherity if such addresses are not the
same or if there is any such change of address. Subject to
the authority’s approval, the originating agent may
establish different procedures to verify comphlance with
the principal residence requirement in § 2.21.C. In the
eveni that the originating agent receives information at
any fime that any item noted on the originating agent’s
checklist for certain requirements of the tax code may not
be correct or proper, the originaling agent shall
immediately notify the authority.

§ 2.16. Property guidelines.

A. In general.
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. For each application the authority must make the
“determination that the property will constitute adequate
security for the loan. The determination shall in turn be
pased solely upon a real estate appraisal's determination
of ithe value and condition of the property.

In addition, manufactured housing (mobile homes) may
pe financed only if it is new construction and insured
1009% by FHA (see subsection C). Existing manufacturad
housing is not eligible for authority financing

B. Conventignal loans.

1. Existing housing and new construction. The
following requirements apply to both new construction
and existing housing to be financed by a convesntional
loan: (i) ail property must be locajed on a state
maintained road (easements or rights-of-way to state
maintained roads are not accepiable as access 1o
properties); (ii) any easements which will adversely
affect the marketability of the property, such as
high-tension power lines, drainage or other utility
easements will be considered on a case-by-case basis
to determine whether such easements will be
acceptable to the authority; (iii) property with
available water and sewer hookups must utilize them;
and (iv) property without available water and sewer
hookups may have their own well and septic system;
provided that joint ownership of a well and septic
system will be considered on a case-by-case basis to
determine whether such ownership is acceptable to
the authority.

2. Additicnal requirements for new construction. New
construction financed by a conventional loan must also
meet Uniform Statewide Building Code and local code.

C. FHA, VA or FmHA loans.

1. Existing housing and new coanstruction. Both new
consirtction and existing housing financed by an FHA,
YA or FmHA loan must meet all applicable
requirements imposed by FHA, VA or FmHA,

2. Additional requirements for new construction. If
such homes being financed by FHA loans are new
manufactured housing they must meet federal
manufactured home construction and safety standards,
satisfy all FHA insurance requirements, be on a
permanent foundation to be enclosed by a perimeter
masonry curtain wall conforming to standards of the
Uniform Statewide Building Code, be permanently
affixed to the site owned by the borrowers and be
insured 100% by FHA under its section 203B program.
In addition, the property must be classified and taxed
as real estate and no personal preperty may be
financed.

§ 2.17. Substantially rehabilitated.

For the purpose of qualifying as substantially

rehabilitated housing under the authority’s maximum sales
price limitations, the housing unit musi meet the following
definitions;

1. Substaptially rehabilitated means improved to a
condition  which meets the authority’s
underwriting/property standard requirements from a
condition requiring more than routine or minor repairs
or improvements to meet such requirements. The term
includes repairs or improvements varying in degree
from gutting and extensive reconsfruction to cosmetic
improvemenis which are coupled with the cure of a
substantial accumulation of deferred maintenance, bui
does not mean cosmetic improvements alone.

2. For these purposes a substantially rehabilifated
heusing unit means a dwelling unit which has been
substantially rehabilitated and which is being offered
for sale and occupancy for the first time since such
rehabilitation, The value of the rehabilitation must
equal at least 25% of the total value of the
rehabilitated housing unif,

3. The authority’s staff will inspect each house
submitted as substantially rehabilitated to ensure
compliance with our underwriting-property standards.
An appraisal is to be submitied after the authority’s
inspection and is to list the improvements and
estimate their value.

4. The authority will only approve rehabilitation loans
to eligible borrowers who will be the {irst resident of
the residence after the completion of the
rehabilitation. As a result of the tax code, the
proceeds of the morigage loan cannot be used to
refinance an eXisting morigage, as explained in §
221D (New mortgage requirement). The authority
will approve loans to cover the purchase of a
residence, including the rehabilitation:

a. Where the eligible borrower is acquiring a
residence from a builder or other seller who has
performed a substantial rehabilitation of the
residence; and ;

b. Where the eligible borrower i3 acquiring an
unrehabilitated residence from the seller and the
gligible borrower contracts with others to perform a
substantial rehabilitation or performs the
rehabilitation work himself prior to occupancy.

6 2.18. Condominium requirements.

A. Conventional loans.

+ The originating agent must provide evidence that the
condominium is approved by any two of the {following:
FNMA, FHLMC or VA. The originating agent must submit
evidence at the time the borrower’s application is
submitted to the autherity for approval.
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% At the Hme the borrowers lear 6pplication is
submitled for the fHnenelng of & unit B any
condeminita in  which the autherity has net
a%e&%&slyﬁnaﬁeedtkepufehaaeefaﬂy&mﬁ—%h&

?hemestreeeﬂ%ﬂnaﬁeia%statemeﬂ{endapemtmg
budget of {he copdominiym for;, i the ease of &
pewly constructed or comverfed condominiuim; a copy
of the projected operating budget and & cop¥ of the
most recont finaneinl statement if anyy must slse be
deseribed form and financial informatien: I on the
basis of sueh review the authority finds the
condominium o be accepiable; the econdominium will
be approved and the individual lean applicelien will
be processed: Exhibit 5 requires that the DUnit Gwners
Asgoeiatien agree to submit o the authority upen Hs
regeest; the condomimiwm’s annust finaseisd
stetements; operating budget and eother infermation as
the oauthority may require: The associgton is alse
reguired to agrec that the authority shall heve & right
te inspeet the condominrium and Hs records: The form
states thet fallure to comply with the foregoing shall
B¢ grounds for the outheritys terminetion of s
approvel of the condeminiam:

&E&ehyeafmeaﬁthemywﬂlseﬁd%bﬁqltethe
information

FHEME; 85 applicable; and & ecopy of the
condeminium’s fnencigl statement and operating
budget: The association will be advised that i the
request for informaton IS not received within 90 days
from the date of the request the autherity mpay
terminate Hs opprovel of the econdominium: The

eondeminiums previously approved by the authority:

4+ H & condominium iy oppreved by RNMA, the
authority will maeke mortgage loans en no more than
BOY, of the urils in the condeminibm: H the
eondominium is net approved by FNM/; the autherity

Hmitatiens; the i Mmakeneiﬁﬂher-
mortgage loany for the purchase of the units in the
eondominiwin until such Hme as HS pereentage Hmils
are #o longer violated:

B. FHA, VA or FmHA loans.

The authority will accept a loan to finance a
condominium if the condominivm is approved by FHA, in
the case of an FHA loan, by VA, in the case of a VA loan
or by FmHA, in the case of an FmHA loan.

¥ k ¥ % % ok ¥ %k

Title of Regulation: VR 40¢-02-0011. Rules and Regulations
for Allocation of Low-Income Housing Tax Credits.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A — Written comments may be
submitted until November 8, 1991.

(See Calendar of Evenfs section

for additional information)

Summary:

The proposed amendments fo the rules and
regulations for allocation of low-income housing tax
credits (“federal credits”) available under § 42 of the
Internal Revenue Code (“IRC”} will (i} permit VHDA
fo enter into binding commitments with current:
applicants reserving federal credils from the state's’
Jederal credit ceiling of a specified later taxable year
and (i) set forth the procedure VHDA will follow in
montloring for noncompliance with the provisions of §
42 of the IRC.

VR 400-02-0011. Rules and Regulations for Allocation of
Low-Income Housing Tax Credits.

§ 1. Definitions,

The following words and terms, when used in these
regulations, shall have the following meaning, unless the
context clearly indicates otherwise:

“Applicant” means an applicant for federal credits or
state credits or both under these rules and regulations
and, upon and subsequent to an allocation of such credits,
also means the owner of the development to whom ihe
federal credits or state credits or both are allocated,

“Estimated highest per bedroom credit amount for new
construction units” means, in subdivision 7 of § 6, the
highest amount of federai credits and 50% of state credits
estimated by the executive director to be allocated per
bedroom (within the low-income housing units) to any
development in the state (or, if the executive director
shall so determine, in each pool or subpool) composed
solely of new construction units.
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“Estimated highest per bedroom credit amount for
rehabilitation units” means, in subdivision 7 of § 6, the
highest amount of federal credits and 50% of state credits
estimated by the executive director o be allocated per
bedrogm (within the low-income housing units) o any
development in the siate (or, if the executive director
shall so determine, in each pool or subpocl) composed
golely of rehabilitation uniis,

“Estimiated highest per unit credit amount for new
construction units” means, in subdivision 6§ of § 6, the
highest amount of federal credits and 50% of state credits
estimated by the executive direcior to be allocated per
low-income unit to any development in the state (or if the
executive director shall so determine, in each pool or
subpool) composed solely of new coastruction units.

“Estimated Fhighest per unit credit amount for
rehabiliiation unifs” means, in subdivision 6 of § 6, the
highest amount of federal credits and 50% of state credits
estimated by the executive director to be allocated per
low-income unit to any development in the state (or, if the
e¥ecutive direcior shall so determine, in each pool or
subpool) composed solely of rehabilitation units,

“Federal credits” means the low-income housing tax
credits as described in § 42 of the IRC.

“IRC” means the Internal Revenue Code of 1986, as
amended, and the rules, regulations, notices and other
official pronouncements promulgated thereunder.

“Low-income housing umits” means those units which
are defined as “low income uniis” under § 42 of the IRC.

“Qualified low-income buildings” or ‘“qualified
low-income developmeni{’” means the buildings or
development which meets the applicable requiremenis in §
42 of the IRC to qualify for an allocation of federal
credifs thereunder.

“Stafe code” means Chapier 1.4 of Title 36 of the Code
of Virginia.

“State credits” means the low-income housing tax credits
as described in the state code.

“Virginia taxpayer” means any individual, estate, trust
or corporation which, in the determination of the
authority, is subject to the payment of Virginia income
taxes and will be able to claim in full against such taxes
. the amount of state credits reserved or allocated to such
individual, estate, itrusi or corporation under these rules
and regulations.

§ 2. Purpose and applicability.
The following rules and regulations will govern the

allocation by the authority of federal credits pursuant to §
42 of the TRC and state credits pursuant to the state code.

Notwithstanding anything to the contrary herein, acting
at the request or with the consent of the applicant for
federal credits or state credits or both, the executive
director is authorized to waive or modify any provision
herein where deemed appropriate by him for good cause,
to the extent not inconsistent with the IRC and the state
code.

Tke rules and regulations set forth herein are intended
to provide a general description of the authority's
processing requirements and are not intended to include
all actions involved or required in the processing and
administration of the federal credils and state credits.
These rules and regulations are subject to change at any
time by the authority and may be supplementied by
policies, rules and regulations adopted by the authority
from time to time.

Any determination made by the authority pursuant to
these rules and regulations as to the financial feasibility of
any development or its viability as a qualified low-income
development shall not be construed to be a representation
or warranfy by the authority as to such feasibility or
viability,

Notwithstanding anything to the conirary herein, all
procedures and requirements in the IRC and the state
code must be complied with and satisfied.

§ 3. General description.

The IRC provides for federal credits to the owners of
residential rental projects comprised of qualified
low-income buildings in which low-income housing units
are provided, all as described therein, The aggregate
amount of such credits (other than federal credits for
developments financed with certain tax-exempt bonds as
provided in the IRC) allocated in any calendar year within
the Commonwealth may not exceed the Commonwealih’s
annual state housing credit ceiling for such year under the
IRC. An amount equal to 10% of such ceiling is set-aside
for developments in which certain qualified nonprofit
organizations hold an ownership interest and materially
participaie in the development and operationi thereof.
Federal credit allocation amounts are counted against the
Commonwealth’s annual state housing credit ceiling for
federal credits for the calendar year in which the federal
credits are atlocated, The IRC provides for the allocation
of the Commonwealth’s state housing credit ceiling for
federal credits to the housing credit agency of the
Commonwealth. The authority has been designated by
executive order of the Governor as the housing credit
agency under the IRC and, in such capacity, shall allocate
for each calendar vyear federal credits to qualified
low-income buildings or developments in accordance
herewith.

Federal credits may be allocated to each qualified
low-income building in a development separately or to the
development as a whole in accordance with the the IRC.
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Federal credits may be allocated to such buildings or
development either (i) during the calendar year in which
such building or development is placed in service or (ii} if
the building or development meeis the requirements of §
42 (h)(1)(E) of the IRC, during one of the iwo years
preceding the caiendar year in which such building or
development is expected io be placed in service. Prior to
such aliocation, the authority shali receive and review
applications for reservations of federal credils as described
hereinbelow and shall make such reservations of federal
credits to eligible applications in accordance herewith and,
subject to satisfaction of cerfain terms and conditions as
described hersein. Upon compliance with such terms and
conditions and, as applicable, either (i) the placement in
service of the qualified low-income buildings or
deveiopment or (ii) the satisfaction of the requirements of
§ 42 (B)Y(L)(E) of the IRC with respect to such buildings
or the development, the federal credits shall be allocated
to such buildings or the develepment as a whele in the
calendar year for whick such federal credils were
reserved by the authority.

Except as otherwise provided herein or as may
otherwise he required by the IRC, ihese rules and
regulations shall not apply to federal credits with respect
to any developmeni or building to he financed hy certain
tax-exempt bonds in ak amount so as not to reguire under
the IRC an allocation of federal credits hereunder.

The authority is authorized by the state code to establish
the amouni, if any, of state crediis to be aliocated fo any
buildings or development gualified for and claiming
federal credits. The amount of state credits is calculated
as a percentage of federal credits. Such percentage is
established by the guthority as provided herein. The state
code provides for a maximum allocation of $3,500,000 staie
credits in any calendar year. The state credits will be
available for buildings or developmenis for which federal
credits shall be allocated in 1990 and subsequent years or,
irn the case of any development or building to be financed
by certain tax-exempt bonds in an amouat so as not to
require under the IRC an allocation of federal tax credits
hereunder, for which such bonds shall be issued in 1990
and subsequent years. In the event that legislation is
adopted by the Geperal Assembly to defer the date set
forth in §¢ 36-55.63 A, 58.1-336 A or 58.1-435 A of the siaie
code, then the year 1990 in the preceding senfence shall
likewise be deferred and the provisions of these rules and
regulations relating to state credits shall not become
effective until the dafe set forth in such legislation.

The authority shall charge to each applicani fees in
such amount as the executive director shall determine to
be necessary to cover the administrative costs to the
authority, but not io exceed the maximum amount
permiited under the IRC. Such fees shali be payable at
such time or times as the executive director shall require.

§ 4. Adoption of allocation plan;
applications.

solicitations of

The IRC requires that the authority adopt a qualified
allocation pian which shall set forth the selection criteria
to be used to determine housing priorities of the auvihority
which are appropriate to local conditions and which shall
give certain priority io and preference among
developments in accordance with the IRC, The executive
director from time {o time may cause housing needs
studies to be performed in order to develop the qualified
allocation plan and, based upon any such housing needs
study and any other available informaticn and data, may
direct and supervise the preparation of and approve the
qualified allocation plan and any revisions and
amendments thereof in accordance with the IRC. The IRC
requires that the qualified allocation plan be subject o
public approval in accordance with rules similar to those
in § 147(f(2) of the IRC. The executive director may
include all or any portion of these rules and regulations in
the qualified allocation plan.

The executive director may from time to time take such
action he may deem necessary or proper in order to
solicit applications for federal credits and state crediis.
Such actions may include advertising in newspapers and
other media, mailing of information to prospective
applicants and other members of the public, and any other
methods of public announcement which the executive
director may select as appropriate under the
circumstances, The executive director may impose
requirements, limitations and conditions with respect to the
submission of applications and the selection thereof as he
shall consider necessary or appropriate.

§ 5. Application.

Application for a reservation of federal credits or state
credits or both shall be commenced by filing with the
authority an application, on such formm or forms as fhe
executive director may from time to time prescribe or
approve, together with such documents and additional
information as may be requested by the authority in order
to comply with the IRC, the staie code and ihese rules
and regulations and to make the reservation and allocation
of the federal credits and state credits in accordance with
these rules and regulations. The application shall include a
breakdown of sources and uses of funds sufficiently
detailed to enable the authority to ascertain where and
what costs will be incurred and what will comprise the
total financing package, including the various subsidies and
the anticipated syndication or placement proceeds that will
be raised. The following cost information must be included
in the application: site acquisition cosis, site preparation
costs, construction costs, consiruction contingency, general
contractor’s overhead and profif, architect and engineer’s
fees, permit and survey fees, insurance premiums, real
estate taxes during construction, title and recording fees,
construction period interest, financing fees, organizational
costs, rent-up and marketing costs, accounting and auditing
costs, working capital and operating deficit reserves, and
syndication and legal fees, development fees and other
costs and fees.
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Each application shall include evidence of (i) sole fee
simple ownership of the site of the proposed development
by the applicant, (il) lease of such site by the applicant
for a term exceeding the compliance pericd (as defined in
the IRC) or for such longer period as the applicant
represents in the application that the development wili be
held for eccupancy by low-income person$ or families or
(iit) right to acquire or lease such site pursuant to a valid
and binding written option or coniract between the
applicant and the fee simple owner of such site, provided
that such option or contract shall have no conditions
within the discretion or conirol of such owner of such site.
No application shall be considered for a reservation or
aliocation of federal credits or state credits unless such
evidence is submitied with the application and the
authority determines that the applicant owns, leases or has
the right to acquire or lease the site of the proposed
development as described in the preceding sentence.

The application shali inciude pro forma financial
statements setting forth the anticipated cash flows during
the credit period as defined in the IRC. The application
shall include a certificalion by the applicant as to the full
extent of all federal, state and local subsidies which apply
{or which the applicant expects to apply) with respect to
each building or development. The executive director may
also require the submission of a legal opinion or other
assurances satisfactory to the executive director as to,
among other things, compliance of the proposed
development with the IRC and a certification, together
with an opinion of an independent certified public
accountant or other assurances satisfactory to the
executive director, sefting forth the calculation of the
amount of federal credits requested by the application and
certifying, among other things, that under the existing facts
and circumstances the applicant will be eligible for the
amount of federal credits requested.

The executive director may esiablish criteria and
assumptions fo be used by the applicant in the calculation
of amoecunts in the application; and any such criteria and
assumptions shall be indicated on the application form or
instructions.

The executive director may prescribe such deadlines for
submission of applications for reservation and allocation of
federal credits and state credits for any calendar year as
he shall deem necessary or desirable to allow sufficient
processing time for the authority t¢ make such
reservations and allocations,

After receipt of the applications, the authority shall
notify the chief executive officers (or the equivalent) of
the local jurisdictions in which the developments are to be
located and shall provide such individuals a reasonable
opportunity to comment on the developments.

The development for which an application is submitied
may be, but shall not be required to be, financed by the
authority, If any such development is to be financed by
the authority, the application for such financing shall be

submitted to and received by the authority in accordance
with its applicable rules and regulations.

The authority may consider and approve, in accordance
herewith, both the reservation and the allocation of
federal credits and state credits to buildings or
developments which the authority may own or may intend
to acquire, construct and/er rehabilitate.

§ 6. Review and selection of applications; reservation of
federal credits.

The executive director may divide the amount of federal
credits into separate pools and may further subdivide
those pools into subpools, The division of such pools and
subpools may be based upon one or more of the following
factors: peographical areas of the state; types or
characteristics of housing, construction, financing, owners,
or occupants; or any other factors deemed appropriate by
him to best meet the housing needs of the Commonwealth.

An amount, as determined by the executive director, not
less than 10% of the Commonwealth’s annual state housing
credit ceiling for federal credits, shall be available for
reservation and allocation to buildings or developments

. with respect to which the following requiremenis are met:

1. With respect to all reservations and allocations of
federal credifs, a “qualified nonprofit organization” (as
described in § 42(h)(5)(C) of the IRC) is to materially
participate (within the meaning of § 469(h) of the
IRC) in the development and operation of the
development throughout the “compliance period” {as
defined in § 42 (i)(1) of the IRC); and

2. With respect to only these reservations of federal
credits approved or ratified by the board on or after
December 18, 1990, and with respect to only those
allocations made pursuant to such reservations, (i) the
*qualified nonprofif organization” described in the
preceding subdivision 1 is to own an interest in the
development (directly or through a partnership) as
required by the IRC; (ii) such qualified nonprofit
organization is {o, prior to the allocation of federal
credits to the buildings or development, own a general
partnership interest in the development which shall
constitute not less than 51% of all of the general
partnership interests of the ownership entity thereof
(such that the qualified nonprofit organizations have at
least a 519 interest in both the income and profit
allocated to all of the general partners and in all
items of cashflow distributed to the general pariners)
and which will result in such qualified nonprofit
organization receiving not less than 51% of all fees
paid or to be paid to all of the general partners (and
any other entities determined by the authority to be
related to or affiliated with one or more of such
general partners) in connection with the development;
(iii) the executive director of the authority shall have
determined that such qualified nonprofit organization
is not affiliated with or controlled by a for-profit
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organization;, and (iv) the executive director of ihe
authority shall have determined that the qualified
nonprofit organization was not or will not be formed
by one or more individuals or for-profit entities for
the principal purpose of being included in any
nonprofit peols or subpools (as defined below)
esiablished by the executive director. In making the
determination required by this subdivision 2 {(iv), the
executive director may apply such faclors as he
deems relevant, including, without limitation, the past
experience and aniicipated future activilies of fhe
qualified nonprofit organizafion, the sources and
manner of funding of the qualified nonprofit
organization, the date of formation and expected life
of the qualified nonprofif organization, the number of
staff members and volunieers of the qualified
nonprofit organization, the nature and extent of the
qualified nonprofit organization’s proposed involvemert
in the comstruction or rehabilitation and the operation
of the proposed development, and the relationship of
the staff, directors or other principals involved in the
formation or operation of the qualified nonprofit
organization with any persons or entities to be
involved in the proposed development on a for-profit
basis. The executive director may include in the
application of the foregoing factors any other nonprofit
organizations which, in his delermination, are related
(by gshared directors, staff or otherwise) ft¢ the
gualified nonprofit organization for which such
determination is to be made.

For purposes of the foregoing requirements, a qualified
nonprofit organization shall be treated as satisfying such
requirements if any gqualified corporation (as defined in §
42(h) (5 (D) (ii) of the IRC) in which such organization
holds stock satisfies such requirements.

The applicaticns shall include such representations and
warranties and such information as the executive direcior
may require in order to determine that the {oregoing
requirements have been saftisfied. In no event shall more
than 90% of the Commonweslth’s annuai state housing
credit ceiling for federal credits be available for
developments other than those satisfying the preceding
requirements. The executive director may establish such
pooils or subpools (“nonprofit peols or subpools”) of
federal crediis as he may deem appropriate to satisfy the
foregoing requirement. If any suchk nonprofit pools or
subpools are so established, the executive director may
rank the applicaiions therein and reserve federal credits
(and, if applicable, siate credits) fo such applications
before ranking applications and reserving federal credits
(and, if applicable, state credits) in other pools and
subpools, and any such applications in such nonprofit pools
or subpeools not receiving any reservations of federal
credils (and, if applicable, state crediis} or receiving such
reservations in amounts less thar the full amount
permissible hereunder (because there are not enough
federal crediis then available in such nonprofit pools or
subpools to make such reservations) shall be assigned {o
such other pool or subpool as shall be appropriaie

hereunder ; provided, however, that if federal credits are
later made available (pursuant to the IRC or as a resull
of either a termination or reduction of a reservation of
federal credits made from any nonprofit pools or subpools
or a rescission in whole or in part of an allocation of
federal credits made from such nonprofit pools or subpools
or otherwise) for reservation and allocation by the
authority during the same calendar year as that in which
applications in the nonprofit pools or subpools have been
so assigned to other pools or subpools as described above,
the executive director may, in such situations, designaiz all
or any portion of such additional federal credils for the
nonprofit pools or subpools (or for any other pools or
subpoois as he shall determine) and may, if additional
federal credits have been so designated for the nonprofif
pools or subpools, reassign such applications to such
nonprofit pools or subpools, rank the applications therein
and reserve federal credits to such applications in
accordance with the IRC and these rules and regulations.
In the event that during any round (as authorized
hereinbelow) of application review and ranking the
amount of federal credits reserved within such nonprofit
pools or subpoots is less than the total amount of federal
credits made available therein, the executive director may
either (i) leave such unreserved federal credits in such
nonprofit pools or subpogls for reservation and allocation
in any subsequent round or rounds or (i) redisiribute, to
the exient permissible under the IRC, such unreserved
federal credits to such other pools or subpools as the
executive director shall designate and in which there are
or remain applications for federal! credits which have not
then received reservations therefor in the full amount
permissible hereunder (which appiications shall hereinafter
be referred to as '‘excess applications™) or (iii) carry over
such unreserved federal credils to the next succeeding
calendar year for inclusion in the state housing credit
ceiling (as defined in § 42(k)(3)(C) of the IRC) for such
year. Any redistribution made pursuant to subdivision (ii)
above shall be made pro rata based on the amount
originally distributed to each such pool or subpool with
excess applications divided by the total amount originally
distributed to all such pools or subpools with excess
applications, Notwithstanding anything to the contrary
herein, no allocation of credits shall be made from any
nonprofit pools or subpools to any application with respect
to which the qualified nonprofit organizaticn has not yet
been legally formed in accordance with the reguirements
of the IRC. In addition, no application for credits from
any nenprofit pools or subpools may receive a reservation
or allocation of credits in any amount greater than
$500,000. For the purposes of implementing this limitation,
the executive director may determine that more than one
application for more than one development which he
deems to be a singie development shall be considered as a
single application.

The authority shall review each application, and, based
on the application and other information available to the
authority, shall assign points to each application as follows:

1.

Approval by local authorities of the plan of
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development for the proposed development or written
evidence satisfactory to the authority that such
approval is not required (15 points), proper zoning for
such site or writlen evidence satisfactory to the
authority that no zoning requirements are applicable
(15 points), availability of all requisite public utilities
for such site (13 points), completion of plans and
specifications or, in the case of rehabilitation for
which plans and specifications will not be used, work
write-up for such rehabilitation (20 points multiplied
by the percentage of completion of such plans and
specifications or such work write-up), and building
permit (10 points);

2. Firm financing commiiment(s) or firm equity
commitment(s), or both, which provide funds for the
proposed development in an aggregate amount equal
to 100% of the total development cost of the
development as represented in the application (50
poinis). For the purpose of this subdivision 2, a firm
financing commitment means a written commitment
issued by a financial instiiution to provide permanent
financing for a term of 15 years or more for the
proposed development without any conditions within
the sole discretion or confrel of the lender. The
executive director may ireat a reservation of funds
from the Virginia Housing Parinership Fund as a firm
financing commitment, A firm equity commitment
means a written commitment issued by a financially
sound third party syndicator or third party investor
without any conditions within the sole discretion or
contrgl of such syndicator or investor. Such third
party syndicator or investor shall neither be directly
or indirectly related to nor controlled by the
applicant. Notwithstanding the foregoing, in the case of
a development comprised of 12 or fewer units only,
all or a portion of the aforementioned aggregate
amount of funds to be provided for the proposed
development may be made available by the applicant
or another party if the authority receives satisfactory
evidence of the availability of those funds.

3. The quality of the proposed development’s
amenities, building materials and energy efficiency
(the development shall be ranked by the executive
director on a scale from 0 fo 5 for each of the first
two categories and at either 0 or § for the last
category and the application shall be assigned points
equal to the sum of the producis of each such ranking
mulfiplied by 3);

4. Evidence that the members of the development
team for the proposed development have the
demonstrated experience, qualifications and ability to
perform their respective functions (the development
team shall be ranked by the execufive director on a
scale frem 0 to 10, and the application shall be
assigned pointy equal to 3 maultiplied by the number of
such ranking);

5. Increase in the housing stock aitributable to new

construction or adaptive reuse of units or to the
rehabilitation of units determined by the applicable
local governmental unit to be uninhabitable ( 20 points
multiplied by the percentage of such units in the
proposed development),

6. The percentage by which the total of the amount of
federal credits and 50%, of the amount of state credits
per low-income housing unit (the “per urif credit
amount™) of the proposed development is less than the
weighted average of the estimated highest per unit
credit amount for new construction units and the
estimated highest per unit credit amount for
rehabilitation units based upon the number of new
construction units and rehabilitations units in the
proposed development (if the per unit credit amount
of the proposed development equals or exceeds such
weighted average, the proposed development is
assigned no points; if the per unit credit amount of
the proposed development is less than such weighted
average, the difference is calculated as a perceniage
of such weighted average, and the proposed
development receives one point for each percentage
point);

7. The percentage by which the total of the amount of
federal credits and 50% of the amount of state credifs
per bedroom in such low-income housing umits (the
“per bedroom credit amount”) of the proposed
development is less than the weighted average of the
estimated highest per bedroom credit amount for new
construction wunits and the estimated highest per
bedroom credit amount for rehabilitation units based
upon the number of new construction units and
rehabilitation units in the proposed development (if
the per bedroom credit amount of the proposed
development equals or exceeds such weighted average,
the proposed development is assigned no points; if the
per bedroom credit amount of the proposed
development is less than such weighted average, the
difference is calculated as a percentage of such
weighted average, and the proposed development
receives one point for each percentage point);

8. Letter addressed to the authority and signed by the
chief executive officer of the locality in which the
proposed development is to be located stating, without
qualification or limitation, the following:

“The construction or rehabilitation of (name of
development) and the allocation of federal housing
tax credits available under IRC Section 42 for that
development will help meet the housing needs and
priorities of (name of locality). Accordingly, {name
of locality) supports the allocation of federal housing
tax credits requested by (name of applicant) for
that development.” (20 points)

9, Participation in the ownership of the proposed
development (either directly or through a
wholly-owned subsidiary) by any organization which
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has its principal place of business in Virginia and
which is exempt from federal taxation (10 points) or
pariicipation other than ownership in the development,
construction er rehabilitation, operation or
management of the proposed development by any such
organization (5§ poinis);

10. Commitment by the applicant to give first leasing
preference t{o individuals and families on public
housing wailing lists maintained by the local housing
authority operating in the locality in which the
proposed development is to be located (5 points); and

11. Commitment by the applicant to iease low-income
housing units in the proposed development only to one
or more of the following: persons 62 years or older;
homeless persons or families; or physically or
mentally disabled persons (18 points).

With respect to items 6 and 7 above only, the term
“new construction units” shall be deemed (o include
adaptive reuse units and units determined by the
applicable local governmental unii to be uninhabitable
which are intended f¢ be rehabilitated. Also, for the
purpose of calculating the points to be assigned pursuant
to such items 6 and 7 above, all credit amounts shall be
those requesied in the applicable application, and the per
unit credif amocuni and per bedroom credit amount for
any building located in a qualified census tract or difficult
development area (such tract or area being as defined in
the IRC) shall be determined bhased upon 100% of the
eligible basis of such building, in the case of new
construction, or 100% of the rehabilitation expenditures, in
the case of rehabilitalion of an existing building,
notwithstanding the use by the applicant of 1309, of such
gligible basis or rehabilitation expenditures in determining
the amount of federal crediis as provided in the IRC.

After poinis have been assigned to each application in
the manner described above, the executive director shail
compute the total number of points assigned to each such
application. Notwithstanding any other provisions herein,
any application which is assigned a total number of points
less than a threshold amount of 190 points shall be
rejected from further consideration hereunder and shall
not be eligible for any reservation or allocation of federal
tax credits.

Fach application to which the total number of poinis
assigned is equal fo or more than the above-described
threshold amount of poinis shall be assigned bonus points
as foliows:

1. Commitment by the applicant to impose income
limits throughout the extended use period (as defined
in the IRC) below those required by the IRC in order
for the development to be a qualified low-income
development (the product of (i) 200 points multiplied
by the percentage of low-income housing units subject
fo such commitment and (ii) a fraction the numerator
of which is the diiference between 60% and the

percentage of area median gross income to be used as’
the income limits for such units and the denominator’
of which is 60%,; and

2. Commitment by the applicant tc maintain the
development as a qualified low-income housing
development beyond the 15-year compliance pericd as
defined in the IRC; such commitmeni beyond the end
of the 15-year compliance period and prior to the end
of the 30-year exiended use period (as defined in the
IRC) being deemed to represent a waiver of the
applicant’s right under the IRC to cause a iermination
of the exiended use period in the event the authority
is unable to present during the period specified in the
IRC a qualified contract (as defined in the IRC) for
the acquisition of the building by any person who will
continue to operate the low-income portion thereof as
a qualified low-income building (2 points for each full
year in such commitment beyond such compliance
period - maximum 30 points).

In the event of a tie in the number of points assigned io
twe or more applications within the same pool or subpool,
or, if none, within the state, and if the amount of federal
credits available for reservation to such applications is
deiermined by the executive director to be insufficient for
the financial feasibility of both or, as applicable, ail of the
developments described therein the authority shall in
order to fully utilize the amount of credits available for
reservation within such pool or subpool or, if none, within
the Commonwealth select one or more of the applications, -
by lot, to receive a reservation of federal credits in the
lesser of the full amount determined by the executive
director to he permissible hereunder or the amount of
federal credits then available in such pool or subpool.

The executive director may exclude and disregard any
application which he determines is not submiited in good
faith or which he determines would not be financially
feasible.

Upon assignment of points to all of the applications, the
executive director shall rank the applications based on the
number of points so assigned. If any pools or subpools
shall have been established, each applicaiion shail bhe
assigned to a -pool or subpool and shall be ranked within
such pool or subpool. Those applications assigned more
points shall be ranked higher than those applications
assigned fewer points.

For each application which may receive a reservation of
federal credits, the executive director shall determine the
amount, as of the date of the deadline for submission of
applications for reservation of federal credits, to be
necessary for the financial feasibility of the development
and its viability as a qualified low-income development
throughout the credit period under the IRC. In making this
determination, fhe executive director shall consider the
sotrces and uses of the funds, the available federal, state
and local subsidies commitied to the develepment, and the
total financing planned for the development as well as the
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‘nvestment proceeds or receipts expected by the authority
(0 be generaied with respect to the development, and the
percentage of the federal credit dollar amount used for
development costs other ihan the costs of intermediaries.
He shali also examine the development’s costs, including
developer’s fees and other amounts in the application, for
reasonableness and, if he determines ihat such costs or
other amounts are unreasenably high, he shall reduce
them fo amounts that he determines, in his sole discretion,
to be reasonable. {(If the applicant requests any state
credits, the amount of state credits to be reserved to the
applicant shall be deiermined pursuant to § 7 prior to the
foregoing determination, and any funds to be derived from
such state credits shall be included in the above desgcribed
sources and uses of funds.) The executive director shall
review the applicant’s projecied rentai income, operating
expenses and debt service for the credif period. The
executive director may establish such criteria and
assumptions as he shall deem reasonable for the purpose
of making such determination, including, without limitation,
criteria as to the reasonableness of fees and profits and
assumptions as to the amount of net syndication proceeds
to be received (based upon such percentage of the federal
credit dollar amount used for developmeni costs, other
than the costs of intermediaries, as the executive director
shall determine to be reasomable for the proposed
developmeni), increases in the market value of the
development, and increases in operating expenses, rental
income and, in the case of applications without firm
financing commitments (as defined hereinabove) at fixed

. interest rates, debt service on the proposed mortgage loan.

At such time or times during each calendar year as the
executive director shall designate, the executive director
shall reserve federal credits to applications in descending
order of ranking within each pool or subpool, if
applicable, until either substantially all federal credits
therein are reserved or all applications therein have
received reservations. (For the purpose of the preceding
sentence, if there is not more than a de minimis amount,
as determined by the executive director, of federal credits
remaining in a pool or Sebpool after reservations have
been made, “substantially all” of the federal credits in
such pool shall be deemed to have been reserved.) The
executive director may rank the applications within pools
or subpools at different times for different pools or
subpools and may reserve federal credits, based on such
rankings, one or more times with respect to each pool or
subpool. The execuiive director may also establish more
than one round of review and ranking of applications and
reservations of federal crediis based on such rankings, and
he shall designate the amount of federal credits to be
made available for reservation within each pool or subpool
during each such round. The amount reserved to each
such application shall be egual to the lesser of (i) the
amount requested in the application or (ii) an amount
determined by the executive director, as of the date of
application, to be necessary for the financial feasibility of
the development and its viability as a qualified low-income
development throughout the credit period under the IRC;
provided, however, that in no event shall the amount of

federal credits so reserved exceed either the maximum
amount permissible under the IRC er the amount of
federal eredits available in the poel or subpesl frem
whick such federal eredils are to be reserved .

If the amount of federal credits available in any pool is
determined by the executive director to be insufficient for
the financial feasibility of the proposed development to
which such available federal credits are to be reserved,
the executive director may (i} permit the applicant to
modify such proposed development and his application so
as to achieve financial feasibility based upon the amount
of such available federal credits or (i), for projects which
meet the requirements of § 4AWYiKE) of the IRC only,
reserve additional federal credits from the
Commonwealth’s annual state housing credit ceiling for
the following year n such an amount necessary for the
financial feasibility of the proposed development . Any
sueh modifications shall be subject to the approval of the
executive director; provided, however, that in no event
shail such modifications result in a material reduction in
the number of poinis assigned to the application pursuant
to § 6 hereof. The reservation of federal credits from the
Commonwealth’s annual state housing credit ceiling for
the following year shall be made only to proposed
developments that rank high enough to receive some
federal credits from the state housing credit ceiling for the
current year. However, any such reservation shall be in
the sole discretion of the executive director if he
determines 1t to be in the best interest of the Plan. In the
event a reservation or an allocation of federal credits
from the current year or a prior year s reduced,
terminated or cancelled, the executive director may
substitute such federal credits for any federal credils
reserved from the following vear’s annual state housing
credit ceiling.

In the event that during any round of application review
and ranking the amount of federal credits reserved within
any pools or subpools is less than the total amount of
federal credits made available therein during such round,
the executive director may either (i) leave such
unreserved federal credits in such pools or subpools for
reservation and allocation in any subsequent round or
rounds or (ii) redistribute such unreserved federal credits
to such other pools or subpools as the executive director
may designate and in which there remain excess
applications or (ili) carry over such unreserved federal
credits to the next succeeding calendar year for inclusion
in the state housing credii ceiling (as defined in §
42(h)(3)(C) of the TRC) for such year. Asay redistribution
made pursuant to subdivision (ii) above shall be made pro
rata based on the amount originally distributed to each of
such pools or subpools so designated by the executive
director with excess applications divided by the total
amount originally distributed to all such designated pools
or subpools with excess applications. Such redistributions
may coniinue to be made until either ali of the federal
credits are reserved or all applications have received
reservations.
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Within a reasongble time after federal credits are
reserved o any applicants’ sapplications, the executive
director shall notify each applicant for such reservations
of federal credits either of the amount of federal credils
reserved to such applicant’s application (by issuing to such
applicant a written binding commitment to allocate such
reserved federal credils subject to such terms and
conditions as may be imposed by the executive director
therein, by the IRC and by these rules and regulations) or,
as applicable, that the applicant’s application has been
rejected or excluded or has otherwise not been reserved
federal credits in accordance herewith.

The board shall review and consider the analysis and
recommendation of the executive director for the
reservation of federal credits (and, if applicable, state
credits), and, if it concurs with such recommendation, it
shall by regolution ratify the reservation by the executive
director of the federal credits (and, if applicable, state
credits) to the applicant, subject fo such terms and
conditions as it shall deemm necessary or appropriate to
assure compiiance with the aforementioned binding
commitment issued or to be issued to the applicant, the
IRC (and, in the case of state credits, the state code) and
these rules and regulations. If the board determines not to
ratify a reservation of federal credits {and, if applicable,
state credits) or to establish amy such terms and
condifions, the executive director shall so notify the
applicant.

Subsequent to such ratificalion of the reservation of
federal credits, the executive director may, in his
discrefion and without ratification or approval by the
board, increase the amount of such reservation by an
amount not to exceed 10Y, of the initial reservation
amount.

The executive director may require the applicant to
make a good faith deposit or to execute such contractual
agreements providing for monetary or other remedies as it
may require, or both, to assure that the applicant will
comply with all requirements under the IRC (and, in the
case of state credits, the siate code), these rules and
regulations and the binding commitment (including, without
limitation, any requiremeni to conform to all of the
representations, commitments and information contained in
the application for which poinis were assigned pursuant to
§ 6 hereof). Upon satisfaction of all such aforementioned
requirements (including any post-allocaiion requirements),
such deposit (or a pro rata portion thereof based upon the
portion of federal credits and, if applicable, state credits
so allocated) shall be refunded to the applicant or such
coniractual agreements shall tferminate, or both, as
applicabile,

If, as of the date the application is approved by the
executive direcior, the applicant is entitled to an allocation
of the federal credits under the IRC, these rules and
regulations and the terms of any binding commitment that
the authority would have otherwise issued to such
applicant, the executive director may at that time allocate

the federal credits (and, if applicable, state crediis) tc
such qualified low-income buildings or development withoui
first providing a reservation of such federal credits (and,
if applicable, state credits). This provision in no way limits
the authority of the executive director o require a good
faith deposit or contractual agreement, or both, as
described in the preceding paragraph, nor te relieve the
applicant from any other requirements hereunder for
eligibility for an allocation of federal credits. Any such
allocation shall be subject to ratification by the board in
the same manner as provided above with respect to
reservations.

The executive director may require that applicanis to
whom federal credits (and, if applicable, state credits)
have been reserved shall submit from time to time or at
such specified times as he shall require, written
confirmation and documentation as to the status of the
proposed development and its compliance with the
application, the binding commitment and any coniractudl
agreements beiween the applicant and the authority. If on
the basis of such written confirmation and documentation
as the executive director shall have received in response
t¢ such a request, or on the basis of such other available
information, or both the executive director determines any
or all of the buildings in the development which were to
become qualified low-income buildings will not do se
within the time period regquired by the IRC (and, in the
case of state credits, the state code) or will not otherwise
qualify for such federal credits (and, if applicable, state
credits) under the IRC, these rules and reguiations or ihe
binding commitment, then the executive director may
terminate the reservation of such federal credits {(and, if
applicable, state credits) and draw on any good faith
deposit. If, in lieu of or in addition to the foregoing
determination, the executive director determines that any
contractual agreements between the applicant and the
authority have been breached by the applicant, whether
bhefore or after allocation of the federal credits, he may
seek to enforce any and all remedies to which the
authority may then be entitled under such contractual
agreements.

The executive director may establish such deadlines for
determining the ability of the applicant to qualify for an
allocation of federal credits (and, if applicable, state
credits) as he shall deem necessary or desirable to allow
the authority sufficient time, in the event of a reduction
or termination of the applicant’s reservation, fo reserve
such federal credits (and, if applicable, state credits) to
other eligible applications and to allocate such federal
credits pursuant thereto.

Any material changes to the development, as proposed
in the application, occurring subsequent fo the submission
of the application for the federal credits (and, if
applicable, state credits) therefor shall be subject to the
prior written approval of the executive direcior. As a
condition to any such approval, the executive director
may, as necessary to comply with these rules and
regulations, the IRC, the binding commitment and any
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Other contractual agreement between the authority and the
applicant, reduce the amount of federal c¢redits (and, if
applicable, state credits) applied for or reserved or impose
additional terms and conditions with respect thereto. If
such changes are made without the prier written approval
of the executive direcior, he may terminate or reduce the
reservation of such federal credils {and, if applicable,
state credits), impose additiona! terms and condilions with
respect ihereto, seck {o enforce any comiractual remedies
to which the authority may ihen be entitled, draw on any
good faith deposit, or any combination of the foregoing,

In the event that any reservation of federal credits is
terminated or reduced by the execufive direcior under this
saction, he may reserve, allocate, or carry over as
applicable, such federal credits in such manner as he shall
determine consistent with the requirements of the TRC and
these rules and regulations.

§ 7. Reservation of state cradits,

Each applicant may also request a reservation of state
credits in his application for a reservation of federal
credits. Staie credits may be reserved only to those
applications (i) to which federal credits have been
reserved or {ii) which represen{ that the applicant will be
the owner of any development or buildings io be financed
by cerfain tax-exempt bonds in an amount s¢ a5 not fo
require under the IRC an allocation of federal crediis
. hereunder. In the case of (ii) above, the applicani for
- state credits shall submit an application for federal credits
" (as well as for siaie credits), and such application shali be
submitted, reviewed, and ranked in accordance with these
rules and reguiations, provided, however, that a
reservation shall be made for the state credits only and
not for any federal credits.

In order to be eligible for a reservation and allocation
of state credits, the development must be owned by one of
the following: (i) an individual who is a Virginia taxpayer,
(ii) a corporation (other than an S corporation) which is a
Virginia taxpayer, (iii) a parinership or an S corporation
in which at least 75% of the state credils received by
such parinership or § corporation will be allocaied to
pariners or shareholders who are Virginia taxpayers, or
(iv) any other legal eniity which is a Virginia taxpayer or,
in the case of an entity that is taxed on a pass-through
basis with respect to tax credits, in which at least 759 of
the state credits received by such entity will be allocated
to Virginia taxpayers. If more than one of the foregeing
snall be joini owners of the developmeni, then the joini
tenancy shall be ireated as a partnership for purposes of
applying the foregoing ownership fest. In the case of tiered
partnerships, S corporations, and other entifies that are
taxed on a pass-through basis with respect to tax credits,
the ownership test will be applied by looking through such
pass-through entities to the underlying owners. The
application shall include such information as the executive
director may require in order to determine the owner or
owners of the development and the status of such owner
or owners or those owning interests thergin as Virginia

taxpayers. The prior written approval of the authority shall
be required for any change in the owpership of the
development prior to the end of the calendar year in
which all of the buildings in such development shall be
placed in service, unless the transferee certifies that it is
a Virginia taxpayer or, in the case of a pass-through
entity, that 100% of its owners of such entity are Virginia
{axpayers.

State crediis may be reserved by the execuilve direcior
to an application only if the maximum amount of federal
credits (determined by the use of the full applicable
perceniage as defined in the IRC, regardless of the
amount requested by the applicant) which could be
claimed for any development is deiermined by the
executive director not to be sufficient for the financial
feasibility of the development and ifs viahility as a
qualified low-income housing development throughout the
credit period under the IRC. The amount of state credits
which may be reserved shall be equal o the lessor of (i)
the amount requesied by the applicant or (ii) the amount
which is necessary for such financial feasibility and
viability as so determined by the executfive direcior. Such
determination shall be made by the executive director in
the same manner and based upon the same factors and
assumptions as the determination described in § 6 with
respect to reservation of federal credits. In addition, the
executive director may establish assumptions as to the
amount of additional net syndication proceeds to be
generated by reason of the siate credis (based upon such
percentage of the state credit dollar amount used for
development costs, other than costs of iptermediaries, as
ihe executive director shall determine to be reasonable for
the proposed development). The amount of siate credils
which may be sc reserved shall be based upon 2
percentage of the federal crediis as the executive director
shall determine to produce such amount of state credits.

The executive direcior may divide the amouni of state
credits into pools and may further divide those pools inio
subpools based upon the factors set forth in § & with
respect to the federal credifs; however, the state credits
need not be so divided in the same manner or proportions
as the federal credits. Applications for state credits shall
be assigned points and ranked at the same time or tmes
and in the same manner as described in § 8§ The
executive director shall reserve siate credits to
applications in descending order of ranking within each
pool or subpool, if applicable, until either ail state credits
therein are reserved or all applications therein eligible for
state credits hereunder have received reservations for
state credits. Any amounts in any pools or subpools not
reserved (o applications shall be reallocated at the time or
times and in the same manner as the federal crediis,
among the pools or subpools in which applications eligible
for staie credits hereunder shall have nol received
reservations of state credits in the full amount permissible
under these rules and regulations. Such allocation shall be
made pro rata based on the amouni originally aliocated to
each such pool or subpool with such exXcess applications
divided by the total amount originally allocated to all such
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pools or subpools with such excess applications. Such
reallocations shall continue to be made until either all of
the state credits are reserved or all applications for state
credits have received reservations.

Section 6 hereof contains certain provisions relating to
ratification by the board of reservations of state credits,
requirements for good faith deposits and contractual
agreements, allocation of state crediis without any prior
reservation thereof, deadlines for determining the ability
of the applicant to qualify for state credits, and reduction
and termination of state credits. Such provisions shall be
applicable to all applicants for state credits,
notwithstanding the fact that the developments or buiidings
may be financed by certain tax-exempt bonds in an
amount so as not fo require an allocation of federal
credits hereunder. In the event that any reservation of
state credits is reduced or ferminated, the execufive
director may reserve or allocate, as applicable, such state
credits to other eligible applicants in such manner as he
shall determine consistent with the requirements of the
state code,

§ 8. Allocation of federal credits,

At such time as one or more of an applicant’s buildings
or an applicant’s development which has received a
reservation of federal credits (i) is piaced in service or
satisfies the requirements of § 42 (h)(1)(E) of the IRC
and (i) meets all of the preallocation requirements of
these rules and regulations, the binding commitment and
any other applicable confractual agreements between the
applicant and the authoriiy, the applicant shall so advise
the authority, shall request the allocation of all of the
federal crediis so reserved or such portion thereof to
which the applicant’s buildings or development is then
enfifled under the IRC, these rules and regulations, the
binding commitiment and the aforementioned contraciual
agreements, if any, and shall submit such application,
certifications, legal and accounting opinions, evidence as to
costs, a breakdown of sources and uses of funds, pro
forma financial statements setting forth anticipaied cash
flows, and other documentation as the executive director
shall require in order to determine that the applicant’s
buildings or development is entitled to such federal credits
as described above. The applicant shaH certify to the
authority the full extent of all federal, state and local
subsidies which apply (or which the applicant expects to
apply) with respect to the buildings or the development.

As of the date of allocation of federal credits to any
building or development and as of the date such building
or such development is placed in service, the executive
director shali determine the amount of federal credits to
be necessary for the financial feasibility of the
development and ifs viability as a qualified low-income
housing development throughout the credit period under
the IRC. In making such deferminations, the executive
director shall consider the sources and uses of the funds
(including, without limitation, any funds to be derived
from the state credits), the available federal, state and

local subsidies committed to the development, the tota:
financing planned for the development as well as the
investment proceeds or receipts expected by the authorify
to be generated with respect to the development and the
percentage of the federal credit dollar amount used for
developmeni costs other than the cosis of intermediaries.
He shall also examine the development’s costs, including
developer’s fees and other amounts in the application, for
reasonableness and, if he determines that such costs or
other amounts are unreasonably high, he shall reduce
them to amounts that he determines, in his sole discretion,
to be reasonable. The execuiive director shall review the
applicant’s projected rental income, operating expenses and
debt service for the credit period. The executive director
may esiablish such criteria and assumptions as he shall
then deem reasonable (or he may apply the criteria and
assumptions he established pursuant to § 6) for the
purpose of making such determinations, including, without
lmitation, criteria as to the reasonableness of fees and
profits and assumptions as io the amount of npet
syndication preoceeds fo be received (based upon such
percentage of the federal credit dollar amount used for
development costs, other than the costs of intermediaries,
as the executive director shali determine to be reasonable
for the proposed development), increases in the market
value of the development, and increases in operating
expenses, rental income and, in the case of applications
without firm financing commitments (as defined in § 6
hereinabove) at fixed interest rates, debt service on the
proposed mortgage loan. The amount of federal creditr
allecated to the applicant shall in no event exceed suck
amount as so determined by the executive director by
more than a de minimis amount of not more than $100.

In the case of any buildings or develgpment {o be
financed by certain tax-exempi bonds of the authority in
such amount so as not to require under the IRC an
allocation of federal credits hereunder, the executive
director shall, upon timely request by the owner thereof,
make the foregoing determination as of the date the
buildings or the development is placed in service, and for
the purpose of such determination, the owner of the
buildings or development shall submit o the authority
such of the above described information and documents
and suck other information and documents as the
executive director may require. The executive director
shall also determine, in accordance with the IRC and upon
timely request by the owner thereof, for such buildings or
development (and, in addition, for any buildings or
development to be financed by certain tax-exempt bonds
of an issuer other than the authority in such amount so as
not to require under the IRC an allocation of federal
credits hereunder) whether such buildings or development
satisfies the requirements for allocation of federal credits
hereunder. For the purposes of such determination,
buildings or a development shall be deemed to satisfy the
requirements for allocation of federal credits hereunder if
the application submitted to the authority in connection
therewith is assigned not fewer than the threshold number
of points (exclusive of bonus points) under the ranking
system described in § 6 hereoi.
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» Prior to allocating the federal credits to an applicant,
the executive director shall require the applicant io
execute, deliver and record among the land records of the
appropriate jurisdiction or jurisdictions an exiended
low-income housing commitment in accordance with the
requirements of the IRC. Such commitment shall require
that the applicable fraction (as defined in the IRC) for the
buildings for each iaxable year in the extended use period
{as defined in the JRC) will nol bhe less than the
applicable fraction specified in such commifment and
which prohibits both (1) the eviction or the termination of
tenancy (other than for good cause) of an existing tenant
of a low-income unit and (i) any increase in the gross
rent with respect to such unit not otherwise permitied
under the IRC. The amount of federal credits allocated to
any building shall not exceed the amount necessary to
support such applicable fraction, including any increase
thereio pursuant to § 42(f)(3) of the IRC reflected in an
amendment to such commitment. The commiiment shall
provide that the extended use pericd will end on the day
15 vears after the close of the compliance peried (as
defined in the IRC) or on the last day of any longer
period of time specified in the application during which
low-income housing unils in the development will be
occupied by tenanis with incomes not in excess of the
applicable income limnitations; provided, however, that the
extended use period for any building shall be subject to
termination, in accordance with the IRC (i) on the date
the building is acqguired by foreclosure or instrument in
Hieu therecf unless a determination is made pursuaat to
e TRC that such acguisition is part of an agreement with
the current owner thereof, a purpose of which is to
terminate such period or (ii) the last day of the one-vear
period following the written request by the applicant as
gpecified in the IRC (such period in no even! beginning
earlier than the end of the fourteenth year of the
compliance peried) if the authority is unable to present
during such ome-year period a dqualified contract ({(as
defined in the IRC) for the acquisition of the building by
any person who will coniinue to operate the low-income
portionn thereof as a qualified low-income building . In
addition, such termination shall not be construed fo
permit, prior to close of the three-year period following
such termination, the eviction or termination of tenancy of
any existing tenant of any low-income housing unit other
than for good cause or amy increase in the gross rentis
over the maxzimum reni levels then permiited by the IRC
with respect to such low-income housing uvnits. Such
commitment shall also contain such other terms and
conditions as the execuiive director may deem necessary
or appropriate to assure that the applicant and the
development conform to the representations, commiiments
and information in the application and comply with the
requirements of the IRC (and, in the case of an allpcation
of state credits, the state code) and these rules and
regulations. Such commitment shall be a restrictive
covenant on the buildings binding on all successors to the
applicant and shall be enforceable in any state court of
competent jurisdiction by individuals (whether prospective,
present or former occupants) who meet the applicable
‘income limitations under the IRC. Such commitment shall

also be required with respect o any developmeni [inanced
by certain tax-exempt bonds in an amount 50 a5 not to
require an allocation of federal credils hereunder and the
form thereof shall be made available to owners of such
developments upon their timely request therefor.

In accordance with the IRC, the execuiive direcior may,
for any calendar vear during the project period (as
defined in the IRC), allocate federal credils to a
development, as a whole, which confains more than one
building. Such an allocation shall apply only {o buildings
placed in service during or prior to the end of the second
calendar vear after the calendar year in which such
allocation is made, and the portion of such allocation
allocated to any building shall be specified not iater than
the close of the calendar year in which such building is
placed in service. Any such allocation shall be sithject to
satisfaction of all requirements under the IRC.

If the executive director determines that the buildings or
development is so entitled to the federal credits, he shall
aliocate the federai credits (or such portion thereof to
which he deems the buildings or the development io be
entitled) to the applicant’s qualified low income buildings
or to the applicant’s development in accordance with the

. requirements of the IRC. If the execulive director shall

determine that the applicant’s buildings or development is
not so entitled to the federal credits, he shall ast allocate
the federal credits and shall so notify the applicant within
a reasonable time after such determination is made. In
the event thai any such applicant shall not request an
allocation of all of its reserved federal credits or whose
buildings or development shall be deemed by the
executive director not to be entitled to any or all of iis
reserved federal credits, the executive director may
reserve or allocate, as applicable, such unallocated federal
credits fo the buildings or developments of other gqualified
applicants af such time or times and in such manner as
he shall determine consistent with the requirements of the
IRC and these rules and regulations.

The execuiive director may prescribe (i) such deadlines
for submissions of requests for allocations of federal
credits (and, if applicable, state credits) for any calendar
year as he deems necessary or desirable to allow
sufficient processing time for the authority to make such
allocations within such  calendar year. and (i) such
deadlines for safisfaction of all preallocation regquirements
of the IRC (and, in the case of state crediis, the siate
code), the binding commitment, any contractual
agreements between the authority and the applicant and
these rules and regulations as he deems necessary or
desirable to allow the authority sufficient time ic allocate
to other eligible applicants any federal credits for which
the applicanis fail to satisfy such requirements.

The executive director may make the allocation of
federal credits subject {0 such terms as he may deem
necessary or appropriate to assure that the applicant and
the development comply with the requirements of the IRC.
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The executive director may also (to the extent not
already required under § 6 hereof) require that all
applicants make such good faith deposits or execuie such
coniractual agreements with the authority as the executive
director may require with respect to the federal credits
(and, if applicable, state credits), (i) to ensure that the
building or development are completed in accordance with
the binding commitment, including all of the
representations made in the application for which points
were assigned pursuant to § 6 hereof and (i1) only in the
case of any buildings or developmeni which are to receive
an allocation of federal credits hereunder and which are
te be placed in service in any future vear, to assure that
the buildings or the development will be placed in service
as a qualified low-income housing projeci (as defined in
the IRC) in accordance with the IRC and that the
applicant will otherwise comply with all of the
requirements under the IRC.

in the event that the executive director determines that
a development for which an allocation of federal credits is
made shall not become a qualified low-income housing
project (as defined in the IRC) within the time period
required by the IRC or the terms of the allocation or any
contractual agreements between ihe applicant and the
authority, the exXecutive director may terminate ihe
allocation and rescind the federal credits in accordance
with the IRC and, in addition, may draw on any good
faith deposit and enforce any of the authority’s rights and
remedies under any contractual agreemeni. An allocation
of federal credits to an applicant may also be cancelled
with the mutual consent of such applicant and the
executive director. Upon the termination or canceliation of
any federal credits, the executive director may reserve,
allocate or carry over, as applicabie, such federal credits
in such manner as he shall determine consistent with the
requirements of the IRC and these rules and regulations.

§ 8. Allocalion of state credits.

Upon the allocation of federal credits to the buildings or
development described in an application which received a
reservation of state credits under § 7, the executive
director shall allocate siate credits to such buildings or
~ development in an amount equal to the amount of federal

credits so allocated times such percentage of federal
credits as shall have been defermined by the executive
director under § 7 bui in no event shall such amount of
state credits exceed the amount reserved io the application
under § 7. If the amount of state credits so allocated to
the buildings or development under this § 9 is less than
the amount of state credits reserved to the application
under § 7, then the executive direcior may reserve to
other applications or allocate to other buildings or
developments, as applicable, such unallocated state credits
at such time or times and in such manner as he shall
determine consistent with the requirements of the state
code.

In the case of any buildings or development to be
financed by certain tax-exempt bonds in an amount so as

not to require under the IRC an allocation of federa
credits hereunder, the executive director shall, prior to the
last day of the calendar year in which such building or
development is reserved state credits, allocate siate credits
to the buildings or development in an amount equal te the
amount of federal credits to be claimed annually by the
applicant times such percentage of federal credits as shall
have heen determined by the executive director under § 7
but in no event shall such amount of stale credits exceed
the amount reserved to the application under § 7.

Prior to any atlocation of state credits, the executive
director may require the applicant io confirm the status of
the owner or owners as Virginia taxpayers who are
eligible for an allocation of state crediis under § 7.

The executive director may make the allocation of state
credits subject to such lerms as he may deem necessary
or appropriate to assure that the applicant and the
development conform fo the representations, commitments,
and information in the applicalion and comply with the
requirements of the IRC, the state code, and these rules
and regulations.

The state credits allocated may be claimed for the first
five taxable years in which the federal credits shall be
claimed. The amount of state credits claimed in each such
yvear shall be such percenfage of the federal crediis so
claimed as shall have been established by the execufive
director pursyant to § 7. provided, however, that the
amount of state credils which may be claimed by ihe
applicant in the initial taxable year shall be caleulated for
the entire development on the basis of a twelve-month
period during such initial taxable year, notwithstanding
that the federal credits may be calculated on the basis of
some (but not all) of the buildings in such development or
on the basis of a period of less than twelve months or
both; provided, further, that in no event shall the amount
of state credits claimed in any vear exceed the amount
allocated under this § 9.

In the event that any federal crediis claimed by the
applicant for any taxable year in which the applicant also
claimed state credits shall be recaptured pursuant to the
IRC, the state credits for such taxable year shall be
recaptured in an amount equal to the amount of federsl
credits recaptured for such taxable year times such
percentage as shall have been established by the executive
director pursuant to § 7. The applicants receiving state
credits shall provide the authority with such informatien
as the executive direcior may from time io time request
regarding any recapture of the federal credits.

On or before such date each year as the executive
director may require, each applicant shall apply to the
authority to determine the amount of state credits which
such applicant may claim for the applicable taxable year.
Each such applicant shall submit such documenis,
certifications and information as the executive director
may require. The authority shali certify to the Depariment
of Taxation on forms prepared by the authority thai the
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applicant qualified for the siate credits in the amount set
forth therein and shall provide such certification to the
appiicant. Such certification is required t{o be attached to
the applicant’s state income tax return to be filed with the
Department of Taxation,

Section 8 hereof contains certain provisions relating to
(i) the establishmeni of deadlings for submission of
requests for allocation of state credits and for satisfaction
of requirements of the IRC and state code and (i)
requiremenis for good faiith deposits and contractual
agreements, Such provisions shall be applicable to all
applicants for state credits, notwithstanding the fact that
the developments or buildings may be financed by certain
tax-exempt bonds in an amount so as not to reguire an
allocation of federal credits hereunder,

In the event that any allecation of federal credits shall
be terminated and rescinded or cancelled pursuant to § 8
(or, in the case of any development or buildings to be
financed by certain tax-exempt bonds in an amoeunt so as
not{ to require an allocation of federal crediis hereunder,
in the event that the development shall not become a
quatified low-income housing project as defined in the IRC
within the time period required by the IRC or by the
terms of the allocation of siate credits), the executive
director may also ferminate and rescind or cancel the
state credits and, if permitted by the state code, may
reserve or allocate, as applicable, such state crediis to
.other qualified applicants at such time or times and in
~such manner as he shall determine consistent wilh the
" requirements of the state code.

§ 10. Reservation and allocation of additional federal
credifs and state credits.

Prior to the initial determination of the “qualified bagis”
(as defined in the IRC) of the qualified low-income
buildings of a development purspant to the IRC, an
applicant to whose buildings federal credits or state credits
or both have been reserved may submit an application for
a reservation of additional federal credits or state credits
or both, Subsequent to such initial determination of the
qualified basis, the applicant may submit an appiication
for an additional allocation of federal credits or state
credits or both by reason of an increase in qualified basis
based on an increase in the number of low-income housing
units or in the amount of floor space of the low-income
housing units. Any application for an additional allocation
of federal credits or state credits or both shali include
such information, opinions, certifications and
documentation as the execufive director shall require in
order to deiermine that the applicant’s buildings or
development will be entitled to such additional federal
credits or state credits or both under the IRC, the state
code and these rules and regulations, The application shall
be submitted, reviewed, ranked and selected by the
executive director in accordance with the provisions of §§
6 and 7 hereof, and any allocation of federal crediis or
state credits or both shall be made in accordance with §§
18 and 9 hereof. For the purposes of such review, ranking

and selection and the determinations to be made by the
executive director under the rules and regulations as to
the financial feasibility of the develcpment and its viability
as a qualified low-income development during the credit
period, the amount of federal crediis or state credits, or
both, previously reserved to the application or allocated to
the buildings or development {or, in the case of any
development or building tc be financed by certain
tax-exempt bonds in an amount so as nof to require an
allocation of federal credits hereunder, the amount of
federal credits which may be claimed by the applicant)
shall be included with the amount of such federal crediis
or state credits or both so requested.

$ 11. Monitoring for IRS compliance.

All applicants who receive an allocation of federal
credits are responsible for complying with § 42 of the
IRC.

The federal law requires that the Commonweaith
monitor profects receiving federal credits for
noncompliance with the provisions of § 42 of the IRC and
notify the IRS of such noncompliance with which it
becomes aware.

Unless additional procedures are reguired by the
Internal Revenue Service, applicants must submit fo the
authority copies of reports satisfying the reporting
requirements of syndicators or public lenders such as the
authority, FmHA or HUD which are involved in the
profect. For those prorects which do not have reporting
requirements imposed by a public lender or a svndicator,
the authority will require the spomsor to file an annual
certification of compiiance with the authority.

H: § 12 Notification to the Interna! Revenue Service of
noncompliance with IRC,

In the event thai the executive direcior shall become
aware of noncompliance by any applicant with any of the
provisions of § 42 of the IRC, the executive director shall,
within 90 days, notify the Internal Revenue Service of
such noncompliance. Such notification shall identify the
applicant and the buildings and shall describe the
noncompliance.

# % % ok ¥ ok B ¥

Title of Regulation: VR 400-62-0013. Rules and Regulations
for Multi-Family Housing Developments for Mentally
Disabled Persons.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.
Public Hearing Date: N/A — Written comments may be
submitted until November 15, 1991,

(See Calendar of Evenis section
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The proposed amendments lto the rules and
regulations for mulfifamily housing developments for
mentally disabled persons (“rules and regulations”)
will reduce the income Imit for occupanis of
multi-family rental housing developments financed by
mortgage loans approved by the authorily on or dafler
November 19, 1991.

VR 400-02-0013. Rules and Regulations for Multi-Family
Housing Developments for Mentally Disabled Persons.

§ 1. Definitions.

“Ciosing” means the time of execution by the mortgagor
of the documents evidencing the M/D lean, including the
deed of trust note, deed of trust and other documents
required by the authority. (In the case of a consiruction
loan, “clesing” means the initial closing of the M/D loan.)

“Constriction” means consiruction of new structures and
the rehabilitation, preservation or improvement of existing
structures.

“DMHEMR” means the Department of Menial Healih,
Mental Retardation and Substance Abuse Services of the
Commonwealth of Virginia.

“Final closing” means, for a consiruction loan, the time
of final disbursement of the M/D loan proceeds after
satisfaction by the morigagor of all of the authority’s
requirements therefor,

‘D  development” means a multi-family housing
development intended for occupancy by persens of low
and moderate income who are mentally disabled.

“M/D2 joan” means a morigage loan made by the
authority to finance the development, construction,
rehabilitation and/or the ownership aad operation of an
M/D development.

“Seed loan” means a morigage loan made by the
authority to finance preconstruction or other related costs
approved by the authority and the financing of which by
the authority is determined by the authority to be
necessary to the morigagor’s ability to obtain an M/D lean
for the consiruction of an M/D development.

§ 2. Purpose and applicability.

The following rules and regulations will be applicable to
mortgage loans which are made or financed or are
proposed to be made or financed by the authority to
mortgagors o provide the construction and/or permanent
financing of M/D developments. These rules and
regulations shall be applicable to the making of such M/D
loans directly by the authority to mortgagors, the purchase
of such M/D lecans, the participation by the authority in
such M/D leans with mortgage lenders and any other
manner of financing of such M/D loans uander the Act
These rules and regulations shall not, however, apply to

any M/D developments which are subject tc any other
rules and regulations adopted by the authority. If any M/D
loan is to provide either the construction or permanent
financing (but not both) of an M/D development, these
rules and regulations shall be applicable to the extent
determined by the executive direcior to be appropriate for
such financing, In addifion, notwithsianding the foregeing,
the executive director may, in his discretion, determine
that any M/D loan should be processed under the
authority’s Rules and Regulations for Multi-Family Housing
Developmenis, whereupon the application for such M/D
ioan and any other information related thereto shali be
trapsferred to the authority's multi-family division for
processing under the aforementioned multi-family rules
and regulations.

Mortgage loans may be made or financed pursuant to
these rules and regulafions only if and fo the exient that
the authority has made or expects to make funds available
therefor.

Noiwithstanding anything o the contrary herein, the
executive director is authorized with respect to any M/D
development to waive or modify any provision herein
where deemed appropriale by him for good cause, to the
exten! not inconsistent with the Act and covenanis and
agreements with the holders of its bonds.

All  reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive bepefl and protection of
the authority and shall noi he construed to waive or
modify any of the rights, benefits, privileges, duties,
liabilities or responsibilities of the authority, the
mortgagor, the coniractor or other members of the
development team under the closing documenis as
described in § 8 of these rules and regulations.

These rules and regulations are intended to provide a
general description of the authorify’s processing
requirements and are not intended to include all actions
involved or reguired in the processing and administration
of M/D loans under the authority’s muli-family housing
programs for M/D developmentis. These rules and
regulations are subject to change at any iime by the
authority and may be supplementied by policies, rules and
regulations adopted by the authority from time ito time
with respect {o any particular development or
developmenis or any multi-family housing program or
programs for M/ developments.

§ 3. Income limits and general restrictions.

The amounts pavable, if any, by persons occupying M/D
developmenis are deemed noi to be rent. As a result, the
autherity’s income limit set forth under its rules and
regulations limiting a person’s or family’s adjusted family
income to an amount not greater than seven times the
total annual rent is inapplicable : imstead; . In accordance
with the authority’s rules and regulations, the income
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imits for persons occupying such developments shall be as
follows: All units of each M/D development, with the sole
exception of those units occupied by an employee or agent
of the mortgagor, shall be occupied or held available for
occupancy by persons who are mentaglly disabled and who
have adjusted family incomes (as defined in the
authority’s rules and regulations and as determined at the
time of their initial occupancy of such units and at the
time of reexamination and redetermination of such
person’s adiusted family incomes and eligibility subsequent
to their initinl occupancy of such units ) which do not
exceed (i} in the case of units in a M/D development for
which the board approved the morigage loan prior to
November 18, 1991, 150% of the applicable area median
income as determined by the authority and (i} in the case
of unils in a M/D development for which the board
approved the morigage loan on or after November 19,
1991, 115% of the applicable area median income as
delermined by the authorify ead whe are menially
disabled .

The board may establish, in the resolution authorizing
any mortgage loan to finance an M/D development under
these rules and regulations, income limits lower than those
provided herein for the occupants of the units in such
M/D development.

It federal law or rules and regulations impose
limitations on the incomes of the persons or families who
may occupy all or any of the unils in an M/D
. levelopment, the occupancy of the M/D development shall
comply with such lirnifations, and the adjusted family
incomes (as defined in the authority’s rules and
regulations) of applicants for cccupancy of all of the units
in the M/D development shall be computed, for the
purpose of determining eligibility for occupancy thereef
under these rules and regulations in the manner specified
in such federal law and rules and regulations, subject to
such modifications as the executive director shall require
or approve in order to facilitaie processing, review and
approval of such applications,

Notwithstanding anything to the contrary herein, all M/D
developments and the processing thereof under the terms
hereof must comply with (i) the Act and the authority’s
rules and regulations, (ii) the applicable federal laws and
regulations governing the federal tax exemption of the
notes or bonds issued by the authority to finance such
M/D developments, and (iii) the requirements set forth in
the resolutions pursuant to which the notes or bonds, if
any, are issued by the authority to finance the M/D
developments. Copies of the authority’s applicable note and
bond resolutions, if any, are available upon request.

§ 4. Terms of mortgage loans.

The authority may make or finance mortgage loans
secured by a lien on real property or, subject to ceriain
limitations in the Act, a leasehold estate in order to
~ finance M/D developments. The term of the morigage loan
“shall be equal to () if the M/D loan is to finance the

construction of the proposed M/D development, the period
determined by the execulive director to be necessary to:
(i) complete construction of the M/D development, and
(2) consummate the final closing of the M/D loan; plus
(i) if the M/D loan is {o finance the ownership and
operation of the proposed M/D development, an
amortization period set forth in the M/D loan commitment
but not to exceed 45 years. The executive director may
require that such amortization period not extend beyond
the termination date of any assistance or subsidy.

M/D loans may be made to (i) for-profit housing
sponsors in original principal amounts not o exceed the
lesser of the maximum principal amount specified in the
M/D loan commitment (which amount shall in no event
exceed 959 of the fair market value of the property as
determined by the authority) or such percentage of the
housing development costs of the M/D development as is
establishied in such commitment, but in no event to exceed
95%, and (ii) nonprofit housing sponsors in original
principal amounts not to exceed the lesser of the
maximum principal amount specified in the M/D loan
commitraent (which amount shail in no event exceed
100% of the fair market value of the property as
determined by the authority in those cases in which the
nonprofit sponser is the Commonwealth of Virginia or any
agency or instrumentality thereef, and which shall in no
event exceed 95% of the fair market value of the
property as determined by ithe authority in those cases in
which the nonprofit sponsor is nof the Commonwealth of
Virginia or an agency or instrumentality thereof) or such
percentage of the housing development costs of the M/D
developmeni as is established in such commitment, but in
no event to exceed 100%.

The maximum principal amount and percentage of
housing development costs specified or established in the
M/D loan commitment shall be determined by the
authority in such manner and based upon such factors as
it deems relevant to the security of the M/D loan and the
fulfillment of its public purpose. Such factors may include
the economic feasibility of the proposed M/D development
in terms of its abilify to pay the projected debt service on
the M/D loan and the projecied operating expenses of the
propesed M/D development.

The categories of cost which shall be allowable by the
authority in the acquisition and c¢onstruction of an M/D
development financed under these rules and regulations
shall include all reasonable, ordinary and necessary cosis
and expenses (including, without limitations, those
categories of costs set forth in the authority’s rules and
regulations for multi-family housing developments) which
are incurred by the morigagor in the acquisition and
construction of the M/D development. Upon completion of
the acquisition and congiruction of the M/D development,
the fotal of housing developmeni costs shall be certified to
the aunthority in  accordance with these rules and
regulations, subject to the review and defermination of the
authority, In Heu of such certification of housing
development costs, the executive director may require
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such other assurances of housing development costs as he
shall deem necessary fo enable the authority to determine
with reasonable accuracy the actual amount of such
housing development costs.

The interest rate on the M/D loan shall be established
at the closing and may be thereafter adjusted in
accordance with the authority’s rules and regulations and
the iterms of the deed of trust note. The authority shall
charge a financing fee equal to 1.59% of the M/D loan
amount, unless the executive directer shall for good cause
require the payment of a different financing fee. Such fee
shall be payable at such times as hereinafter provided or
at such other times as the executive director shafl for
good cause require.

§ 5. Solicitation of proposals.

The executive director may from time (o time take such
action as he may deemn necessary or proper in order to
solicit proposals for the financing of M/D developments.
Such actions may include advertising in newspapers and
other media, mailing of information to prospective
appiicanis and other members of the public, and any other
methods of public announcement which the executive
director may select as appropriaie under the
circumstances. The executive director may impose
requirements, limitations and conditions with respect to the
submission of proposals and the selection of M/D
developments as he shall consider necessary or
appropriate. The executive director may cause market
studies and other research and analyses to be performed
in order to determine the manner and conditions under
which available funds of the authority are to be allocated
and such other matters as he shall deem appropriate
relating to the selection of proposals. The authority may
also consider and approve proposals for financing of M/D
developments subinitied from time to time {o the authority
without any solicitation therefor on the part of the
authority.

§ 6. Application and review.
A. Information (o be submitted.

Application for an M/D loan shall be commenced by
filing with the authority an application, on such form or
forms as the executive director may from time to time
prescribe, iogether with such documents and additional
information as may be requesied by the authority,
inciuding, but not limited teo:

1. Information with respect to the status of the
proposed development site and the surrounding
community;

2. Any option or sales contraci to acquire the site;
3. An evaluation of the need and effective demand for

the proposed M/D development in the market area of
such site;

4. Information regarding the legal, business and
financial status and experience of the applicant;

5. Information regarding amenilies and services
proposed o be offered to the tenants;

6. A defermination by DMHMR on such form or forms
as the executive director may Irom time {c time
prescribe to the effect that (i) the mortgagor has the
intent and ability to provide the services deemed
necessary by DMHMR for the success of & housing
development intended for occupancy by persons of low
and moderate income who are menially disabled, (ii)
that the proposed location and type of housing are
suitable for the contemplated residents and that there
exists a need in the area of the proposed location for
housing for the mentally disabled, and (iii) that the
development is economically feasibie to the extent that
it is projected o have or receive funds in an amount
sufficient to pay the debt service on the proposed
M/D loan and to pay for all of {he requisite services
deemed necessary by DMHMR for the success of such
a deveiopment (for ithose M/D developmenis which
are to receive funding other than that directly from
the morigagor, a breakdown of the source and amount
of such funding upon which DMHMR relied in making
its determination must be included);

7. Architectural and engineering plans, drawings and
specifications in such defail as shall be necessary or
appropriate to determine the requirements for
consiruction of the proposed development.

8. The applicant’s (i) best estimaies of the housing
development cosis and the componenis thereof, (i)
proposed M/D loan amount, (iii) proposed annual
operating budget and the individual components
thereof, (iv) best esiimates of the monthly utility
expenses and other costs for each dwelling unit if
paid by the resident, and (v) amount of any subsidy
or assistance, including any described in item 6 above,
that the applicant is requesting for the propesed M/D
development. The applicani’s estimates shaill be in
such detail and with such itemization and supporting
information as shall be requested by the executive
director;

9. The applicant’s proposed tenant selection plan
which shall include, among other information that the
executive director may require from time to time, the
following: (i) any proposed fees to be charged to the
tenants; (i) the utilization of any subsidy or other
assistance from the federal government or any other
source; (iii) the proposed income levels of tenants;
(iv) any arrangemenis coniemplated by the applicant
for tenant referrals or relocations from federal, state
or local pgovernment agencies or community
organizations; and (v) any criteria fo be used for
disapproving tenan{ applications and for establishing
priorities among eligible tenant applicants.
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19, Any documents required by the authority to
evidence compliance with all conditions and
requirements necessary to acquire, own, construct,

operate and manage the proposed M/D development,
including local governmental approvals, proper zoning
status, availability of utilities, licenses and other legal
authorizations necessary to perform requisite functions
and any easements necessary for the construction and
operation of the M/D development; and

11. A nonrefundable processing fee egual to 0.5% of
the propesed M/D loan amount. Such fee shall be
applied al closing toward the payment of the
authority’s financing fee.

In the selection of an application or applications for
processing, the executive director may fake into account
the desirabilily of allocating funds io differeni sponsors
throughout the Commonwealth of Virginia.

The execuiive director may for good cause permit the
applicant to file one or more of the foregoing forms,
documents and information at a later tfime, and any
review, analysis, determination or other action by the
authority or the execufive director prior to such filing
shall be subject to the receipt, review and approval by the
executive director of such forms, documents and
information.

_ An appraisal of the land and any improvements to be
vetained and used as a part of the M/D development will
be obtained at this time or as soon as practical thereafter
from an independent real estate appraiser selected by the
authority. Such appraisal shall not be obtained until the
authority has received the processing fee required by §
8.A.11 above. The authority may also obtain such other
reports, analyses, information and data as the executive
director deems necessary or appropriate fo evaluate the
proposed M/D development.

If at any time the executive direcior determines that the
applicant is not processing the application with due
diligence and best efforts or that the application cannot be
successfully processed to commitment and closing within a
reasonable time, he may, in his discretion, terminate the
application and retain any fees previously paid to the
authority. '

B. Review of the application.

The authority’s staff shall review each application and
any addifional information submitied by the applicant or
obtained from other sources by the authority in its review
of each proposed M/D development. Such review shall be
performed in accordance with subdivision 2 of subsection
D of § 36-55.3%1 of the Code of Virginia and shall include,
but not be limited to, the following:

1. An analysis of the site characteristics, surrounding
land uses, available utilities, transporiation,
recreational opportunities, shopping facilities and other

factors affecting the sife;

2. An evaluation of the ability,
financial capacity of the applicant;

experience and

3. An analysis of the estimates of construction costs
and the proposed operating budget and an evaluation
as o the economic feasibility of the proposed M/D
development;

4. A review of the tenant selection plans, inciuding its
effect on the economic {easibility of the proposed
M/D development and its efficacy in carrying oui the
programs and policies of the authority,;

5. An analysis of the drawings and specifications, the
marketability of the units, the amenities and facilities
to be provided to the proposed residents, and the
management and maintenance characteristics of the
proposed M/D development.

C. Requirement that application satisfy certain criteria,

Based upon the authority staff’s analysis of such
documents and information and any other information
obtained by the authority in its review of the proposed
M/D development, the executive director may issue a
commitment for an M/D loan o the applicant with respect
to the proposed M/D development provided that he has
determined that all of the following crileria have been
satisfied:

1. The vicinity of the proposed M/D development is
and will continue to be a residential area suitable for
the proposed M/D development and is not now, nor is
it likely in the future to become, subject to uses or
deterioration which could cause undue depreciation in
the value of the proposed M/D development or which
could adversely affect ifs operation, marketability or
economic feasibility.

2. There are or will be available on or before the
estimated completion daie (1) direct access fto
adequate public roads and utilities and (ii) such public
and private faciliies (such as schools, churches,
transportation, retail and service establishments, parks
and recreational facilities) in the area of the proposed
M/D development as the executive director determines
to be necessary or desirable for use and enjoyment by
the coniemplated residents.

3. The applicant either owns or leases the site of the
proposed M/D development or has the legal right to
acquire or lease the site in such manner, at such time
and subject to such terms as will permit the applicant
to process the application and consummate the initial
closing,

4. The applicani and general contraclor have the
eyperience, abilify and financial capacity necessary to
carry out their respective responsibilities for the
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acguisition, construction, ownership, operation,
maintenance and management of the proposed M/D
development.

5. The application and proposed M/D development
conform fo the requirements, limitations and
conditions, if any, imposed by the executive director
pursuant to § 4 of these rules and regulations.

6. The proposed M/D development will assist in
meeting the need for such housing in the market area
of the proposed M/D development.

7. The applicant’s estimates of housing development
costs (i) include ail cosis necessary for the
development and construction of the proposed M/D
development, (ii) are reéasonable in amount, (iii) are
based upon valid data and information, and (iv) are
comparable fo costs for similar mulli-family rental
developments; provided, however, that if the
applicant’s estimates of such costs are insufficient in
amount under the foregoing criteria, such criteria may
nevertheless be satisfied if, in the judgment of the
executive director, the morigagor will have the
financial ability to pay any cosis estimated by the
executive director to he in excess of the tofal of the
applicant’s estimates of houging development cosis,

8. Subject to review by the authority, in the case of
construction leans at firal closing or in the case of
permanent loans at closing, the categories of the
estimated housing development costs to be funded
from the proceeds of the mortgage loan are eligible
for such funding under the closing documents or
under such other requirements as shall be agreed to
by the authority. '

$. Any administrative, community, health, nursing care,
medical, educational, recreational, commercial or
cther nonhousing facilities to be included in the
proposed M/D development are incidental or related
to the proposed M/D development and are necessary,
convenient or desirable with respect to the ownership,
eperation or management of the proposed
development,

18. The estimated income from the proposed M/D
development, inciuding any estimated subsidy or
assistance, is sufficient to pay when due the estimates
of the debt service on the morigage loan, the
operaling expenses, and replacement and other
reserves required by the authority.

11. The drawings and specifications shall demonsirate
that the proposed M/D development as a whole and
the individua! wunits therein shall provide safe and
habitable living accommodations and environment for
the contemplated residents.

12. The tenani selection plans submitted by the
applicant shall comply with these rules and regulations

and shali be satisfactory to the authority.

13. The proposed M/D development will comply with
(i) all applicable {federal laws and regulations
governing the federal fax exemption of the notes or
bonds, if any, issued or to be issued by the authority
to finance the proposed M/D developmeni and (i) all
requirements set forth in the reselutions, if any,
pursuant to which such notes or bonds are issued or
to be issued.

14, 'The prerequisites necessary for the applicant to
acquire, own, consiruct or rehabilitate, operate and
manage the proposed M/D development have been
satisfied or can be satisfied prior to initial closing.
These prerequisites include, but are not limited to
obtaining (i) siie plan approval, (ii) proper Zzoning
status, (iii) assurances of the availability of the
requisite public utilities, (iv) commitmenis by public
officials to consiruct such public improvementis and
accept the dedication of sireets and easemenis that
are necessary or desirable for the construction and
use of the proposed M/D development, (v) building
permits, and (vi) fee simple ownership of the gite, a
sales conlract or option giving the applicant or
mortgagor the right o purchase the site for the
proposed M/ development and obfain fee simpie
title, or a leasehold inferest of the f(ime period
required by the Act {any such ownership or leasehold
interest acquired or to be acquired shall be free of
any covenants, restrictions, easements, conditions, of
other encumbrances which would adversely affect the
authority’s security or the congtruction or operation of
the proposed M/D development).

15. The proposed M/D development will comply with
all applicable state and local laws, ordinances,
regulations, and reguirements.

16. The proposed M/D development will contribute to
the fulfillment of the public purposes of the authority
as set forth in iis Act.

17. Subject to a final determinaiion by the board, the
financing of the proposed M/D development will meet
the applicable requirements set forth in § 36-55.39 of
the Code of Virginia. For the purposes of satisfving
subsection B of the aforementicned code section, the
ierm ‘‘substantial rehabilitation” means the repair or
improvement of an existing housing unit, the value of
which repairs or improvemnents equals at least 25% of
the total value of the rehabilitated housing unit.

In addition, the executive director is auihorized fo make
allocatiens of funds for M/D Loans o various types of
housing sponsers and developments as he deems necessary
or desirable {o promwoie and accomplish the purposes set
forth herein and in the Act. Any such allocation of funds
may be made based upon such conditions as the executive
director may require, including without limitation, one or
both of the foilowing: (i) DMHMR agrees, subject to terms
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and limitations acceptable to the authority, to provide
funds for the developments in an amount sufficient to pay
the operating costs thereof, including debt service with
respect to the M/D Loan or leoans applicable therelo;, and
(i) the authority shali be able to finance the
developments by the issuance of bonds in such amount
and under such terms and condilions as the authority
deems satisfactory.

§ 7. Commitment,

If the executive director determines that the foregoing
criteria set forth in § 6.C above are satisfied and that he
will recommend approval of the application and issuance
of the commitment therefor, he shall either (i) present his
recomnmendations to the board or (i) if the maximum
principal amount of the M/D loan dees not exceed
$3090,000, issue the commitment subject to the approval
and ratification of the board. If the executive director
determines that one or more of the foregoing criteria have
nof been adequately satisfied, he may nevertheless in his
discretion either (i) in the case of an M/D loan
application for which the board’s approval 18 sought in
advance of the issuance of the commitment therefor,
recommend to the board that the application be approved
and that a commiiment be issued subject to the
satisfaction of such criteria in such manner and within
such time period as he shall deem appropriate or (ii) in
the case of a commitment to be issued by the executive
director subject to ratification by the hoard all in
accordance with these rules and regulations, issue such
commitment subject o the satisfaction of such criteria in
such manner and within such time period as he shall
deem appropriate,

The board shall review and consider the
recommendation of the executive director, apd if it
concurs with such recommendation, it shall by resolution
approve the application and authorize or ratify, as
applicable, the M/D loan and the issuance of a
commitment therefor, subject to such terms and conditions
as the board shall require in such resplution.

The term of the M/D loan, the amortization period, the
estimated housing development costs, the principal amount
of the M/D loan, the terms and conditions applicable to
any equity contribution by the applicant, any assurances of
successful completion and operational stability of the
preposed M/D development, and other terms and
conditions of such M/D loan shall be sef forth in the
board’s resolution authorizing or ratifving such M/D loan
or in the commitment therefor. The resoclution or the
commitment shall also include such terms and conditions
as the authority considers appropriate with respect io the
construction of the proposed M/D development, the
marketing and occupancy of such M/D development
(including any income limits or occupancy restrictions
other than those set ferth in these rules and regulations),
the disbursement and repayment of the loan, and other
matters related 1o the construction and the ownership,
. operation and occupancy of the proposed M/D

development. Such resolution or commitment may include
a financial analysis of the proposed M/D development,
seiting forth the approved imitial budget for the operation
of the M/D development and a schedule of the estimated
housing development costs. Such a resolution authorizing
an M/D loan to a for-profit housing sponsor shall prescribe
the maximum annual rate, if any, at which distributions
may be made by such for-profit housing sponsor with
regpect to the M/D development, expressed as a
percentage of such for-profit housing sponsor’s equity in
such M/D development (such equity being esiablished in
accordance with § 10 of these rules and regulations),
which rate, if any, shall noi be inconsistent with the
provisions of the Act. In connection with the establishment
of any such rates, the board shall not prescribe differing
or discriminatory rates with respect to substantially similar
M/D developments. The resolution shall specify whether
any such maximum annual rate of distributions shall be
cumulative or noncumulative. the beard by resclution shall
make the applicable findings required by § 36-55.39 of the
Code of Virginia; provided, however, that the board may
in its discretion authorize or ratify the M/D loan without
making the finding, if applicable, required by subsection B
of § 365539 of the Code cof Virginia, subject to the
condition that such finding be made by the board prior to

_ the financing of the M/D loan.

If the executive director determines not to recommend
approval of the application and issuance of a commitment,
he shall so notify the applicant. If any application is not
so recommended for approval, the executive director may
select for processing one or more applications in iis place.

§ 8. Closing.

Upen issuance of the commiiment, the applicant shall
direct its aftorney to prepare and submit the legal
documentation (the “closing documents”) required by the
commifment within the time period specified. When the
closing documents have been submitied and approved by
the authority staff, the board has approved or ratified the
commitment and has determined that the financing of the
proposed M/D development meets ail the applicable
requirements of § 36-55.39 of the Code of Virginia, and ali
other requirements in the commitment have been satisfied,
the closing of the M/D loan shall be held. At this closing, -
the closing documents shall be, where required, executed
and recorded, and the mortgagor will pay to the authority
the balance owed on the financing fee, will make any
equity investment required by the closing documents and
will fund such other deposits, escrows and reserves as
required by the commitment, The initial disbursement of
M/D loan proceeds will be made by the authority, if
appropriate under the commitment and the closing
documents,

The actual interest rate on the M/D loan shall be
established by the executive director ai the time of the
execution of the deed of trust note at closing and may
thereafter be altered by the executive director in
accordance with the authority’s rules and regulations and
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the terms of such note.

The executive director may require such accounts,
reserves, deposits, escrows, bonds, letiers of c¢redit and
other assurances as he shall deem appropriate to assure
the satisfactory construction, completion, occupancy and
operation of the M/D development, including without
limitation one or more of the following: working capital
deposits, consiruction contingency funds, operating reserve
accounts, payment and periormance bonds or leiters of
credit, latent construction defect escrows, replacement
reserves, and tax and insurance escrows. The foregoing
shall be in such amounis and subject to such terms and
conditions as the executive director shall require and as
shall be set forth in the initial closing documents.

§ 8. Construction,

In the case of construction leans, the construction of the
M/D development shall be performed in accordance with
the closing documents. The authority shall have the right
to inspect the M/D developmeni as often as deemed
necessary or appropriate by the authority to determine the
progress of the work and compliance with the closing
documents and to ascertain the propriety and validity of
M/D loan disbursements requested by the mortgagor. Such
ingpections shall he made for the sole and exclusive
benefit and protection of the authority. A disbursement of
M/D loan proceeds may only be made upon compliance
with the {erms and conditions of the closing documents
with respect to any such disbursement; provided, however,
that in the event that such terms and conditions have not
been satisfied, the executive direcior may, in his
discretion, permif such disbursemeni if additional security
or assurance satisfaciory to him is given. The amount of
any disbursement shall be determined in accordance with
the terms of the initial closing documents and shall be
subject to such retainage or holdback as is therein
prescribed.

§ 10. Completion of construction and final closing.

In the case of consfruction loans, the closing documents
shall specify those reguirements and conditions that shall
be satisfied in order for the M/D development to be
deemed to have atiained final completion. Upon such final
completion of the M/D development, the morigagor,
general contractor, and any other parties required to do so
by the closing documents shall each diligently commence,
complete and submit to the authority for review and
approval their cost certification in accordance with the
closing documents or in accordance with such other
requirements as shall have been agreed to by the
authority.

Prior to or concurrently with final closing, the
morigagor, general contractor and other members of the
development team shall perform all acts and submit all
contracis and documents required by the closing
documents in order i¢ attain final completion, make the
final disbursement of M/D loan proceeds, obtain any

subsidy or assistance and otherwise consummate the final
closing.

At the final closing, the authorify shail determine the
foliowing in accordance with the closing documents:

1. The iotal development costs, the final morigage
loan amount, the balance of M/D loan proceeds io be
disbursed to the mortgagor, the equily investment of
the morigager and, if applicable, the maximum
amount of annual limited dividend distributions;

2. The interest rate 10 be applied
commencement of amortization, the date for
commencement and tfermination of the monthly
amoriization payments of principal and interest, the
initial amount of such monthly amortization paymenis,
and the initial amounis to be paid monthly into the
escrow accounts for taxes, insurance, replacement
reserves, or other similar escrow items; and

initially upon

3. Any other funds due the authority, the mortgagor,
general ceniracior, architect or other parties that the
authority reguires to be disbursed or paid as pari of
the final closing.

The equity investment of the morigagor shali be the
diiference between the total housing development costs of
the M/D development as finally determined by the
authority and the final principal amount of the M/D loan
as to such M/D development.

§ 11. Seed money loans.

Notwithstanding anything herein to the conirary, the
executive director may, in his discretion, approve an
application on suck forms as he may prescribe for a seed
money loan and issue a commiiment therefor subject to
ratification by the board.

§ 12. M/D loan increases.

Prior to closing, the principal amount of the M/D loan
may be increased, if such an incregse is justified by an
increase in the estimaied costs of the proposed M/D
development, is necessary or desirable to effect the
successful comstruction and coperation of the proposed M/D
development, can be funded from available proceeds of
the guthority’s notes or bonds or other available funds of
the authority, and is nof inconsistent with the provisions of
the Act or these rules and regulations. Any such increase
shall be subject t¢ such ferms and conditions as the
authority shall require.

Subsequent to closing, the authority will consider and,
where appropriate, approve an M/D loan increase to be
financed from the proceeds of the authority’s notes or
bonds in the following instances:

1. Where cost increases are inmcurred as the direct
result of (i) changes in work required or requested by
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the authority or (i) betterments to the M/D
development approved by the authorily which will
improve the quality or value of the M/D development
or will reduce the costs of operating or maintaining
the M/D development,

2. Where cost increases are incurred as a direct resuilt
of a failure by the authority during processing of the
M/D development to properly perform an act for
which the authorify is sclely responsible;

3. Where an M/D loan increase is determined by the
authority, in its sole and ahsolute discretion, ¢ be in
the best interests of the authority in protecting its
security for the morigage loan; or

4. Where the authority has entered intc an agreement
with the mortgagor prior to closing to provide an M/D
joan increase if certain cost overruns occur in agreed
line items, bui only to the extent set forth in such
agreement,

Any such increase in the M/D loan subsequent to
closing may be subject to such terms and conditions as the
authority shall require, including (but not limited to) one
or more of the following:

1. The ability of the authority io sell bonds to finance
the M/D loan increase in amounts, at rates and under
terms and conditions satisfactory to the authority
(applicable only to an M/D loan to be financed from
the proceeds of the authority’s notes or bonds).

2, The obtaining by the owner of additional subsidy (if
the M/D development is to receive such subsidy) in
amounts necessary to fund the additional debt service
to be paid as a result of such M/D loan increase. The
provision of such additional subsidy shall be made
subject to and in accordance with all applicable
federal regulations.

3. A determination by the authority that the M/D loan
increase will have no material adverse effect on the
financial feasibility or proper operation and
maintenance of the M/D development.

4, A determination by the authority that the M/D
loan, as increased, does net exceed such percentage of
the total development cost (as certified in accordance
with the closing documents as approved by the
authority) as is established in the resolution
authorizing the M/D loan in accordance with § 4 of
these rules and regulations.

5. Such terms and conditions as the authority shall
require in order fo protect the security of its interest
in the M/D loan, to comply with covenants and
agreements with the holders of its bonds issued to
finance the mortgage loan, to comply with the Act and
these rules and regulations, and to carry out its public
purpose.

The executive director may, without further action by
the board, increase the principal amount of the M/D lcan
at any time by an amount not fo exceed 2.0% of the
maximum principal amount of the M/D loan set forth in
the commitment, provided that such increase is comsistent
with the Act and ihese rules and regulations. Any increase
in excess of such 2.0% shall require the approval of the
board.

Nothing contained in this § 12 shall impose any duty or
obligation on the authority to increase any M/D loan, as
the decision as to whether to grant an M/D loan increase
shall be within the sole and absolute discretion of the
authority,

§ 13. Operation and management.

The M/D development shall be subject io ceriain
regulatory covenants in closing documents entered imfo at
closing hetween the authority and the morigager. Such
regulatory covenants shall govern the occupancy,
maintenance, operation, use and disposition of the M/D
development and the activities and operation of the
mortgagor. The mortgagor shall execuie such ciher
documenis with regard to the regulation of the M/D
development as the executive director may determine o
be necessary of appropriate to protect the interesis of the
authority and to permit the fulfiilment of the authority’s
duties and responsibilities under the Act and these ruoles
and regulations.

The mortgagor shall lease the wunits in the M/D
development only fo persons who are eligible for
occupancy thereof as described in § 3 of these rules and
regulations. The mortgagor shall comply with the
provisions of the authority’s rules and regulations
regarding (i) the examination and determination of the
income and eligibility of applicants for initiai occupancy of
the M/D development and (ii) the periodic reexamination
and redetermination of the income and eligibility of
residenis of the M/D development.

In selecting eligible residenis, the mortgagor shall
comply with such occupancy criteria and priorities and
with the ienant selection plan approved by the authority
pursuant to § 6 of these rules and regulations.

The guthority shall have the power to supervise the
mortgagor and the M/D development in accordance with §
36-55.34:1 of the Code of Virginia and the terms of the
closing documents or other agreements relating o the
M/D loans. The guthority shall have the right to inspect
the M/D development, conduct audits of all books and
records of the M/D development and fo require such
reports as the authority deems reasonable {0 assure
compliance with this § 13.

& 14. Transfers of ownership.

A. 1t is the authority’s policy to evaluate requesis for
transfers of ownership on a case-by-case basis. The
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primary goal of the authority is the continued existence of
low and moderate income rental housing stock maintained
in a fipancially sound manner and in safe and sanitary
condition. Any changes which would, in the opinion of the
authority, detrimentally affect this goal will not be
approved.

The provisions set forth in this § 14 shall apply only to
transfers of ownership o be made subject io the
authority’s deed of trust.

For the purposes hereof, the terms “transfer of
ownership” and “transfer” shall inciude any direct or
indirect transfer of a partosership or other ownership
interest (including, without limitation, the withdrawal or
substitution of any general pariner) or any sale,
conveyance or other direct or indirect transfer of the M/D
development or any interest therein; provided, however,
that if the owner is not then in default under the deed of
trust or regulaiory agreement, such terms shall not include
(i) any sale, transfer, assignment or substitution of limited
partnership interests prior io final closing of the M/D loan
or, (ii) any sale, trangfer, assignment or substitution of
limited partnership interests which in any 12-month period
constitute in the aggregate H0%, or less of the partnership
interests in the owner. The term “proposed ownership
entity,” as used herein, shall mean (i) in the case of a
transfer of a partnership interest, the owner of the M/D
development as proposed to be restructured by such
transfer, and (ii) in the case of a transfer of the M/D
develcpment, the entity which proposes (¢ acquire the
M/D development.

B. The proposed ownership entily requesting approval of
a transfer of ownership must initially submit a written
request to fthe authority., This request should contain (i) a
detailed description of the termg of the {ransfer, (ii) all
documentation ito be executed in connection with the
transfer, (iii) information regarding the legal, business and
financial status and experience of the proposed ownership
entity and of the principals therein, including current
financial statements (which shall be audited in the case of
a business entity), (iv) an analysis of the current physical
and financial condition of the M/D development, including
a corrent audited financial report for the M/D
development, (v) information regarding the experience and
ability of any proposed management agent, and (vi) any
other information and documents requested hy the
authority relating to the transfer, The request will be
reviewed and evaluated in accordance with the following
criteria;

1. The proposed ownership entity and the principals
therein must have the experience, ability and financial
capacity necessary to own, operate and manage the
M/D development in a manner satisfactory to the
authority.

2. The M/D development's physical and finaneial
condition shall be acceptable to the authority as of the
date of tranmsgfer or such later date as the authority

may approve. In order (o assure compliance with this.
criteria, the authority may require any of ihe
following:

a. The performance of any necessary repairs and
the correction of any deferred or anticipated
maintenance work;

b. Fhe addition of any improvemenis to the M/D
development which, in the judgment of ithe
authority, will be necessary or desirable for the
successful marketing of the M/D development, will
reduce the cosis of operating or maintaining the
M/D development, will bensfit the residenis or
ofiterwise improve the liveability of the M/D
development, or will improve the financial sirength
and stability of the M/D development;

¢. The establishment of escrows to assure the
completion of any required repairs, maintenance
work, or improvements;

d. The establishment of such new reserves and/or
such additional funding of existing reserves as may
be deemed necesgary by the authority to ensure or
preserve the financial sirength and stability or the
preper operation and maintenance of the M/D
development; and

e. The funding of debt service paymenis, accounts.
payable and reserve requiremenis such that the.
foregoing are current at the lime of any transfer of
ownership.

3. The management ageni, il any, io be selected by
the proposed ownership entity to manage the M/D
development on its behalf must have the experience
angd ability necessary to manage the M/D development
in a manner satisfactory fo the authority. The
management agent must satisfy the qualifications
established by the authority for approval thereof.

C. The authority will charge the proposed ownership
entity a fee of $5,000 or such higher fee as the executive
director may for good cause require. This fee is fo be
paid at the closing.

D. In the case of a transfer from a nonprofit owner to
a proposed for-profit owner, the authority may require the
proposed for-profit owner to deposit and/or expend funds
in such amount and manner and for such purposes and to
take such other actions as the authority may require in
order to assure that the principal amount of the M/D loan
does not exceed the limitations specified in the Act and
these rules and regulations or otherwise imposed by the
authority. No ({ransfer of ownership from a nonprofit
owner to a for-profit owner shall be approved if such
transfer would, in the judgment of the authority, affect the
tax-exemption of the noies or bonds, if any, issued by the
authority to finance the development. The authority will
not approve any such transier of ownership if any loss of
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. Jroperty tax abatement as a result of such transfer will, in
the determination of the authority, adversely affect the
financial strengih or security of the M/D development.

The authority may require that any cash proceeds
received by the nonprofit owner (after the payment of
transaction cosis and the funding of any fees, cosis,
2Xpenses, reserves or escrows required or approved by the
authority) be used for such charitable or other purposes
as the authority may approve,

€. A request for {ansfer of ownership shall be reviewed
by the executive director and may be approved by him
subject to such terms and conditions as he may require.

After approval of the request, an approval letter will be
issued to the wmortgagor conseniing fo the tramsfer. Such
letter shall be contingent upon the delivery and execution
of any and all clesing documents required by the authority
with respect to the trangfer of ownership and the
fulfiliment of any special condifions reguired by the
executive director.

The authority may require that the proposed ownership
eniity execute the then current forms of the authority’s
M/D ioan decuments in substitution of the existing M/D
loan documents and/or fo execute such amendments to the
existing M/D loan documenis as the authority may require
in order to cause the provisions of such documents to
... incorporate the then existing policies, procedures and
" requirements . of the authority. At the closing of the
transfer, all documentis required by the approval letter
shall be, where required, eXecuted and recorded; all funds
required by the approval letter will be paid or deposited
in  accordance therewith; and all other terms and
conditions of the approval letier shall be satigfied. I
deemed appropriate by the execuiive director, the original
mortgagor shall be released from all liability and
obligations which may thereafter arise under the
documents previously executed with respect to the M/D
development.

In the case of an M/D development which is in default
or which is experiencing or is expected by the authority to
experience financial, physical or other problems adversely
affecting its financial strength and stability or its proper
operation, maintenance or management, the authority may
waive or modify any of the requiremenis herein as it may
deem pecessary or appropriate in order to assist the M/D
development and/for to protect the authority’s interest as
lender,

§ 15. Prepayments,

It shall be the policy of the authority that no
prepayment of an M/D loan shall be made without its
prior written consent for such period of time set forth in
the note evidencing the M/D loan as the executive
director shall determine, based upon his evaluation of then
. existing conditions in the financial and housing markets, to

B be necessary to accomplish the public purpose of the

authority, The authority may also prohibit the prepayment
of M/D loans during such period of time as deemed
necessary by the authority to assure compliance with
applicable note and bond resolutions and with federal laws
and regulations poverning the federal tax exemption of the
notes or bonds, if any, issued to finance such morigage
loand. Requesis for prepayment shall be reviewed by the
gxecutive director on a case-by-case basis. In reviewiag
any request for prepayvmeni, the executive director shall
consider such factors as he deems relevant, including
without limitation the following (i) the proposed use of the
M/D development subsequent to prepayment, (i) any
actual or potential termination or reduction of any subsidy
or other assistance, (iii) the current and fufure need and
demand for low and moderate housing for mentally
disabled persons in the market area of the development,
(iv) the f{inancial and physical condition of the M/D
development, (v) the financial effect of prepayment on the
authority and the notes or bonds, if any, issued to finance
the M/D development, and (vi) compliance with any
applicable federal laws and regulations governing the
federal tax exemption o©f such notes or honds. As a
precondition fo its approval of any prepayment, the
authority shall have the right to impose restrictions,
conditions and requirements with respect to the ownership,
use, operation and disposition of the M/D development,
including without limitation any restrictions or conditions
required in order to preserve the federal tax exemption of
notes or bonds issued to finance the M/D development.
The authority shall also have the righi to charge a
prepayment fee in an amount defermined in accordance
with the terms of the resplutions authorizing the notes or
bonds issued to finance the M/D development or in such
other amount as may be established by the executive
director in accordance with the terms of the deed of trust
note and such resolutions. The provisions of this § 15 shall
not be construed to impose any duty or obligation on the
authority to approve any prepayment, as the execulive
director shall have sole and absolute discretion to approve
or disapprove any prepayment based upon his judgment as
to whether such prepayment would be in the best inferesis
of the authority and would promote the geals and purposes
of its programs and policies.

* 0k % ok %X ok K ¥

Title of Reguiation: V& 408-02-0014. Rules znd Regulations
fer the Acquisition of Multi-Family Housing
Developments.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.
Public Hearing Date: N/A - Written comments may be
submitted until November 15, 1991,

(See Calendar of Tvenis section
for additional information)

Summary;

The proposed amendments to the rules and
regulations for the acquisition of multifamily housing
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developments (“rules and regulations”) will make
certain changes in the income limits for occupants of
muultifamily rental housing developments for which
the bhoard of the authority has approved the
acquisition on or after November 19, 1991,

VR 400-02-0014. Rules and Regulations for the Acquisition
of Multi-Family Housing Developments.

§ 1. Purpose and applicability.

The following rules and regulations will be applicable to
the acquisition, ownership and operation by the authority
or by any entity formed by the authority, on ifs own
behaif or in conjunction with other parties, of multi-famiiy
housing developmenis intended for occupancy by persons
and families of low and moderate income (‘‘development”
or ‘“developmernis”). The developmenis to be acquired
pursuani to these rules and regulations may be existing
developments or may be developments to be constructed
prior to acquisition. If the authorily is to acquire an
existing development, the provision of these 1unies and
regulations relating fo construction shall, to the exient
determined by the executive direcior, not be applicable to
such development. These rules and regulations shall also
be applicable to the making of mortgage loans by the
authority (i) to finance the construction of such
developments prior fo the acquisition thereof by the
authority (such mortgage loans are referred to herein as
construction leans) and (ii) to finance the acquisition and
ownership of such deveiopments by entities formed by the
authority as described herein. If any development is to be
subject to federal mortgage insurance or is otherwise to be
assisted or aided, directly or indirectly, by the federal
government, the applicable federal rules and regulations
shall be controlling over any inconsisient provision herein.
Furthermore, if the development is to be subject to
mortgage insurance by the federal government, the
provisions of these rules and regulations shali be
applicable to such development oniy to the exient
determined by the executive director to be necessary in
order to (i) protect any interest of the authority which, in
the judgment of the executive director, is not adequately
protected by such insurance or by the implementation or
enforcement of the applicable federal rules, regulations or
requirements or (i) {o¢ comply with the Act or fulfill the
authority’s public purpose and obligations thereunder. The
term “construct” or “construction,” as used herein, shall
include the rehabilitation, preservation or improvement of
existing structures.

Developments may be acquired pursuant to these rules
and regulations only if and to the extent that the authority
has made or expecis to make funds available therefor.

Notwithstanding anything to the contrary herein, the
executive director is authorized with respect to any
development to waive or modify any provision herein
where deemed appropriate by him for good cause, to the
extent not inconsistent with the Act and convenants and
agreements with the holders of its bonds.

All  reviews, analyses, evaluafions, inspections,
determinations and other aclions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive benefit and protection of
the authorily amd shall not be consirued to waive or
modify any of the righis, benefits, privileges, duties,
labilities or responsibilities of the authority, the applicant,
any mortgagor, or any coniracior or other members of the
development team under the inifial closing documents as
described in § 7 of these riles and regulations.

These ruies and regulations are infended to provide a
general description of the authority’s processing
requirements and are nol intended to include all actions
involved or required in the processing and administration
of proposals for the authority to acqguire developments or
to previde financing for such developments under the
authority’s mulfi-family housing acquisition program. These
rules and reguiations are subject to change at any fime by
the authority and may be supplemented by policies, rules
and regulations adopted by the authority from time to
time.

§ 2. Income limits and general restrictions.

In order to be eligible for occcupancy of a mulii-family
dwelling unit, 2 person or family shall not have an
adjusted family income (as defined in the authority’s rules
and regulations) greater than (9 in the case of «a
multi-family dwelling unit for which the board has
approved the acquisition prior fo November 19, 1991,
seven fimes the annual rent, inciuding utilities except
telephone, applicable te such dwelling unif; provided,
however, that the foregoing shall net be applicable if no
amounts are payable by or on behalf of such person or
family or if amounts payable by such person or family are
deemed by the board not to be rent or (i) in the case of
a multi-family dwelling unit for which the board has
approved the acquisition on or ofter November 19, 1991,
such percentage of the area median income as the board
may from Lime fo time establish in these rules and
regulations or by resolution for occupancy of such
dwelling unit. in the case of a mudtifamiy dwelling urnit
described in (i) above, the authority may, subsequent to
November 139, 1991, delermine lo apply an Income Ilimit
established pursuant to (i) above in lien of the income
limit set forth in (i} above. The income limits established
below tn these rules and regulakions are in addition to the
limit set forth in (i} above and in implementation of the
provisions of (i) above .

Ir addition fo the foregsing Al least 20% of the units in
each development shall be occupied or held available for
occupancy by persons and families whose annual adjusted
family incomes (af the time of their initial occupancy of
such ynits) do not exceed 809 of the area median income
as determined by the authority, and the remaining units
shall be occupied or held avallable for occcupancy by
persons and Tfarnilies whose annual adjusted family
incomes (at the fime of their initial occupancy of such
units) do not exceed (i) in the case of unils for which the
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board has approved the dcquisition prior to November 19,
- 1891, 150%, of such area median income as o determined
or {ii) in the case of units for which the authority has
approved the acgquisition on or after November 19, 1991,
{15% of such area median income as so determined. The
fncome limits applicable to persons and families al the
time of reexamination and redetermination of their

adfusted family incomes and eligibilily subsequent to their
initial occupancy of such units shall be as set forth in (i)

and (i), as applicable, in the preceding sentence (or, in

the case of units described in (i) in the preceding
sentence, such lesser income lmit, if applicable, equal fo
seven [(imes the annual rent, including utilities except
telephone, applicable to such dwelling units) .

The Board may establish, in the resolution authorizing
the acquisition of any development under these rules and
regulations, income limits lower than those provided
herein for occupancy of the umits in such development.

Furthermore, in the case of developments which are
subject to federal morigage insurance or assistance or are
financed by notes or bonds exempt from federal income
taxation, federal regulations may establish lower income
limitations which in effect supersede the authority’s
income limits as described above. If federal law or rules
and regulatiens impose limitations on the incomes of the
persons or families who may occupy all or any of the
units in a development, the adjusted family incomes (as
defined in the authority’s rules and regulations) of
applicants for occupancy of all of the uniis in the
development shall be computed, for the purpose of
determining eligibility for occupancy thereof under these
rules and regulations, in the manner specified in such
federal law and rules and regulations, subject fo such
modifications as the executive director shall require or
approve in order to facilitate processing, review and
approval of such applications.

Notwithstanding anything to the contrary herein, all
developments and the processing fhereof under the terms
hereof must comply with (i) the Act, (ii) the applicable
federal laws and regulations governing the federal tax
exemption of the notes or bonds, if any, issued by the
authority to finance such developments, (iii) in the case of
developments subject to federal mortgage insurance or
other assistance, all applicable federal laws and regulations
retating thereto and (iv) the requirements set forth in the
resolutions pursuant to which the notes or bonds are
issued by the authority to {finance the developments.
Copies of the authority’s note and bond resolutions are
available upon request.

§ 3. Terms of acquisition and construction loan.

The purchase price for a development to be acquired by
the authority pursuant hereto shall be determined by the
authority in such manner and shall be based upon such
factors (including the fair market wvalue of the
development based on an appraisal thereof as well as on
the estimated costs of the construction of the development,

if applicable) as it deems relevant to the security of iis
ownership interest in the development and the fulfiliment
of its public purpose. The terms and conditions of such
acquisition shall be contained in the commitment described
in § 6 hereof and in the coniract, if any, to acquire the
development described in § 7 hereof.

With respect to any development which the authority
contracis to acquire, the authority may assign all of its
right, title and interest under such contract to acquire
such developments to an entity (a “successor entity')
formed by the authority, on its own behalf or in
conjunction with other parties, to serve as the housing
sponsor for such development pursuant to § 36-55.33:2 of
the Code of Virginia and may provide a mortgage loan tfo
such entity to finance the acquisition and ownership of the
development.

In addition to the acquisition of developments, the
guthority may make or finance construction mortgage
loans secured by a lien on real property or, subject to
certain limitations in the Act, a leasehold estate in order
to finance the construction of such developments. The
term of such a construction loan shall be equal to the
pericd determined by the executive director to be
necessary to complete construction of the development and
to consummate the acquisition thereof by the authority.
Such construction loans shall be made on such other terms
and conditions as the authority shall prescribe in (i) the
commitment described in § 6 hereof and (ii) any other
applicable initial clesing documents, described in § 7
hereof. Such construction loans may be made to. (i)
for-profit housing sponsors in original principal amounts
not fo exceed the lesser of the maximum principal amount
specified in the commitment or such percentage of the
estimated housing development costs of the development as
is established in such commitment, but in noe event to
exceed 95%, and (ii) nonprofit housing sponsors in original
principal amounts not fo exceed the lesser of the
magimum principal amount specified in the commitment
or such percentage of the estimated housing development
costs of the development as is esiablished in such
commitment, but in no event to exceed 100%. The
maximum principal amount and percentage of estimated
housing development costs specified or established in the
commitment shall! be determined by the authority in such
manner and based upon such factors as it deems relevant
to the security of the mortgage loan and the fulfillment of
its public purpose. Such factors may include the fair
market value of the proposed development as completed.
In determining the estimated housing development costs,
the categories of costs which shall be includable therein
shall be those set forth in the authority’s rules and
regulations for mutti-family housing developments to the
extent deemed by the executive director to be applicable
to the proposed development. The interest rate on the
construction loan shall be established at the initial closing
and may be thereafier adjusted in accordance with the
authority’s rules and regulations and the terms of the deed
of trust note. The authority shall charge a financing fee
equal to 1.0% of the construction loan amount, unless the
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executive director shall for good cause require the
payment of a different financing fee. Such fee shall be
payable at inifial closing or at such other times as the
executive director shall for good cause require.

§ 4. Solicitation of proposais.

The executive director may from time io time take such
action as he may deem necessary or proper in order to
solici{ proposals for the authorify's acquisition and, if
applicable, congiruction financing of developments. Such
actions may include advertising in newspapers and other
media, mailing of information fo prospective applicanis
and other members of the public, and any other methods
of public announcement whick the executive director may
select as appropriaie under the circumstances. The
exgecutive director may impose requirements, Hmitations
and conditions with respect o the submission of proposals
and the selection of developments for acquisifion and, if
applicable, consiruction financing as he shail consider
necessary or appropriate. The execufive director may
cause market studies and other research and analyses (o
be performed in order fo determine the manner and
conditfions under which available funds of the authority
are to be aliocated for such aecquisitions and financings
and such other matiers as he ghall deem appropriate
relating to the selection of proposals. The authority may
alsc consider and approve propesals for acquisition and, if
applicable, consiruction financing of developments
submitted from time to time to the authority without any
solicitation therefor on the part of the authority.

§ 5. Application and acceptance for processing.

Application for consideration of each proposal for the
authority te acquire a development and, if applicable, to
finance the construction thereof shall be commenced by
filing with the authority an application, on such form or
forms as the executive director may from fime to time
prescribe, together with such documents and additional
information as may be requested by the authority,
including, but not limited fo: initial site, elevation and unit
plans; information with respect io the status of the
proposed development site and the surrounding community;
any option or sales coniract {o acquire the site; an
evaluation of the need and effective demand for the
proposed development in the market area of such site;
information regarding the legal, business and financial
status and experience of the members of the applicant’s
proposed development team and of the principals in any
entity which is a member thereof, including current
financial statements (whick shall be audifed in the case of
a business entity) for the owner (if exisiing), the general
confractor and the principals therein; information
regarding amenifies and services proposed to be offered to
the tenanfs, & preliminary estimaie of the housing
development costs and the individual components thereof;
the proposed schedule of renis; a preliminary estimate of
the annual operating budget and the individual components
thereof, the estimated utility expenses to be paid by the
tenants of dwelling units in the proposed development; and

the amount of any federal insurance, subsidy or assisiance
which the applicant is requesting for the proposed
development.

The authority’s siaff shall review each application and
any additional information submitted by the applicant or
obtained from other sources by the authority in its review
of each proposed development. Such review shall hbe
performed in accordance with subdivision 2 of subsection
D of § 36-55.33:1 of the Code of Virginia, if applicable,
and shall include, but not be Iimited to, the following:

1. An analysis of the site characteristics, surrounding
land uses, available utilities, transporiation,
employment opportunities, recreational opportunities,
shopping facilities and other factors affecting the site;

2. An evaluation of the ability, experience and
financial capacity of the applicant and general
contractor and the qualifications of the architect,

management agent and other members of the
proposed development team;
3. A preliminary evaluation of the estimated

construction costs and the proposed design and
structure of the proposed development;

4, A preliminary review of the estimated operating
expenses and proposed remts and a preliminary
evaluation of the adequacy of the propesed renis io
sustain the proposed development based upon fhe
assumed occupancy rate and estimated purchase price
and financing costs; and

5. A preliminary evaluation of the marketability of the
proposed development.

Based on the authority’s review of the applications,
documents and any additional information submitted by
the applicants or obtained from other sources by the
authority in its review of the proposed developments, the
execufive direcior shall accept for processing those
applications which he determines best satisiy the following
criteria:

1. The vicinity of the proposed development is and
will continue to be a resideniial area suitable for the
proposed development and is not now, nor is it likely
in the future to become, subject to uses or
deterioration which could cause undue depreciatiocn in
the value of the proposed development or which couid
adversely affect its operation, marketability or
economic feasibility.

2, There are or will be available on or before the
estimated completion dafe (i) direct access to
adequate public roads and utilities and (ii) such public
and private facilities (such as schools, churches,
transportation, retail and service establishments, parks,
recreational facilities and major public and private
employers) in the area of the proposed development
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a3 the executive director determines to be necessary
or desirable for the use and enjoyment by the
centermnplated residents.

3. The characteristics of the site (such as its size,
topography, terrain, soil and subsoil conditions,
vegetation, and drainage conditions) are suitable for
the construction and operation of the proposed
development, and the site is free from any defecis
which would have a materially adverse effect on such
construction and operation.

4. The location of the proposed development will
promote and enhance the marketability of the units to
the persons and families intended for occupancy
thereot.

5. The applicant either owng or leases the site of the
proposed development or has the legal right fo
acquire or lease the site in such manaer, at such time
and subject to such terms as will permit the applicant
to process the application and consummate the initial
clesing.

§. The design of the proposed development is
functional and appropriate for iis intended use, will
copiribuie fto the marketability of the proposed
development, makes use of materials to reduce energy
and maintenance cosis, provides for a proper mix of
units for the residents intended to be benefited by the
authority’s program, provides for units with adequate,
well-designed space, includes equipment and facilities
customarily used or enjoyed in the area by the
contemplated residenis, and will otherwise provide a
safe, habitable and pleasant living environment for
such residents.

7. Subject to further review and evaluation hy the
authority’s staff under § 6 of these rules and
regulations, the estimated construction cosis and
operating expenses appear {o be complete, reasonable
and comparable to those of similar developments.

8. Subject to further review and evaluation by the
authority’s staff under § 6 of these rules and
regulations, the proposed rents appear to be at levels
which will (i) be affordable by the persons and
families intended to be assisted by the authority, (ii)
permit the successful marketing of the units fo such
persons and families, and (iii) sustain the operation of
the proposed developrment.

9. The applicant and general contractor have the
experience, ability and financial capacity necessary to
carry out theilr respective responsibilities for the
construction and, prior to acquisition thereof by the

authority, the ownership, operation, marketing,
maintenance and management of the proposed
development.

1¢. The architect, management agent and other

members of the proposed development team have the
qualifications necessary to perform their respeclive
functions and responsibilities.

11. The application and proposed development
conform to the requirements, limitations and
conditions, if any, imposed by the exXecutive direclor
pursuant to § 4 of these rules and regulations.

12. The proposed development will condribute lo the
implementation of the policies and programs of the
authority in providing decent, safe and sanitary renial
housing for low and moderate income persons and
families who cannot otherwise afford such housing and
will assist in meeting the need for such housing in the
market area of the proposed development.

13. It appears that the proposed development and
applicant will be able {o meet the requirements for
feasibility and commitment set forth in § 6 of these
rules and regulations and that the propesed
development will otherwise continue to be processed
through initfial closing and will be compleied and
conveyed to the authority all in compliance Wwith the
Act, the documnents and coniracts executed atf initial
closing, applicable federal laws, rules and regulations,
and the provisions of these rules and regulations and
without unreasonable delay, interruptions or expense.

If only one applicaticn is being reviewed for acceptance
for processing, the execulive director shall accept such
application for processing if he determines that such
application adequately satisfies the foregoing criteria,

In the selection of an application or applications for
processing, the executive director may take into account
the desirability of acquiring developmenis from different
sponsors throughout the Commonwealth of Virginia.

Applications shall be selected only to the extent that the
authority has or expects to have funds available from the
sale of its notes or bonds to finance the acqguisition of and,
if applicable, the construction loan for the proposed
developments.

Nothing contained herein shall require the authority to
select any application which, in the judgmeni of the
execufive director, does not adequately satisfy the
foregoing criteria.

The executive director’s determinations with respect to
the above criteria shall be based only on the documents
and information received or obtained by him at thal time
and are subject to modification or reversal upon his
receipt of additional documents or information at g later
time. In addition, the appiication shall be subject to
further review in accordance with § 6 of these rules and
regulations.

The executive direcior may impose such i{erms and
conditions with respect {0 acceptance for processing as he
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shall deem necessary or appropriate. If any proposed
development is 80 accepted for processing, the executive
director shall notify the sponsor of such acceptance and of
any terms and conditions imposed with respect thereto.

If the executive director determines that a proposed
development to be accepted for processing does not
adequately satisfy one or more of the foregoing criteria,
he may nevertheless accept such proposed development
for processing subject to satisfaction of the applicable
criteria in such manner and within such {ime period as he
shall specily in his nofification of accepiance. If the
executive director determines nat to accept any proposed
development for processing, he shall so notify the sponsor.

§ 6. Feasibility and commitment.

In order to coniinue the processing of the application,
the applicant shall file, within such time Hmil as the
execufive director shall specify, such forms, documents
and information as the executive director shall require
with respect ic the feasibility of the proposed
development, including without limitation the following:

1. Any additions, modifications or other changes to the
application and documenis previously submitied as
may he necessary or appropriate tc make the
information therein complete, accurate and current;

2. Architectural and engineering plans, drawings and
specifications in such detail as shall be necessary or
appropriaie to determine the requirements for
construction of the proposed development;

3. The applicant’s best estimates of (i) the housing
development costs and the components thereof, (ii)
proposed construction loan amount (if applicable), (iii)
propesed rents, {iv) proposed annual operating budget
and the individual components thereof, (v) best
estimates of the monthly utility expenses and other
costs for each dwelling unit if paid by the resident,
and (vi) amount of any federal insurance, subsidy or
assistance that the applicant is requesting for the
proposed development. The applicant’s estimates shall
be in such detail and with such itemization and
supporting information as shall be requested by the
executive director;

4, The proposed tenant selection plan which shall
include, among other information that the executive
director may require from time to time, the following:
(i} the proposed rent siructure; (i} the utilization of
any subsidy or other assistance from the federal
government o0r any other source; (iii) the proposed
income levels of tenants; (iv) any arrangements
contemplated by the applicant for tenant referrals or
relocations from federal, state or local governmenial
agencies of community organizations; and (v) any
criteria to be used feor disappreving tenani applications
and for establishing priority among eligible tenant
applicanis for occupancy of the proposed development.

5. The applicant’s marketing plan, including descripiion
and analysis of sirategies, techniques and procedures
to bhe followed in marketing the units prior to
acquisilion of the development by the authority; and

6. Any documents required by the authority to
evidence compliance with all conditions and
requirements necessary to construct, and, prior to the
acquisition by the authority of the development, io
own, operate and manage the proposed development,
including iocal governmental approvals, proper zoning
status, availability of utilities, licenses and other legal
authorizations necessary to perform requisite funclions
and any easements necessary for the construction and
operation of the development,

The eyecutive director may for good cause permii the
applicant to file one or more of the foregoing forms,
documents and information at a later time, and any
review, analysis, determination or other action by the
authority or -the execufive director prior to such filing
shall be subject to the receipt, review and approval by the
executive director of such forms, documents and
information.

An appraisal of the proposed development will be
obtained at this time or as secon as practical thereafter
from an independent real estate appraiser selected hy the
authority. The authority may alse oblain such other
reporis, analyses, information and data as the execwtive
director deems necessary or appropriate to evaluate the
proposed development.

If at any time the executive director determines that the
applicant is not processing the application with due
diligence and best efforts or that the application cannot be
successfully processed fo commitment and initial closing
within a reasonable time, he may, in his discretion,
terminate the application and retain any fees previously
paid to the authority.

The authority staff shall review and evaluaie the
documents and information received or obtained pursuant
to this § 6. Such review and evaluation shall include, bhut
not be limited to, the following:

1. An analysis of the estimates of construction costs
and the proposed operating budget and an evaluation
as to the economic feasibility of the proposed
development;

2. A market analysis as to the present and projecied
demand for the proposed development in the market
area, including: (i) an evaluation of existing and
future market conditions; (ii) an analysis of trends
and projections of housing productior, employment and
popuiation for the market area; (ili) a site evaluation
(such as access and topography of the site,
neighborhood environment of the site, public and
private facilities serving the site and present and
proposed uses of nearby land); and (iv) an anaiysig of
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competitive projects;

3. A review of the marketing and tenant selection
plans, including their effect on the economic feasibility
of the proposed development and their efficacy in
carrying out the programs and policies of the
authority;

4. A final review of the (i) ability, experience and
financigl capacity of the applicani and general
contractor and (ii) the gualifications of the architect,
management agent and other members of the
proposed development team.

5. An analysis of the architectural and engineering
plans, drawings and specifications, including the
functional use and living envirenment for the proposed
residents, the marketability of the units, the amenities
and facilities to be provided to the proposed residents,
and the management, maintenance and energy
conservation characteristics of the proposed
development.

Based upon the authority staff's analysis of such
documents and information and any other information
obtained by the authority in its review of the propesed
development, the executive directer shail prepare a
recommendation fo the beard that a commitment of the
authority to enter into a contract with the applicant for
the acquisition of the development by the authority and, if
applicable, to make a construciion loan for the
development be issued to the applicant only if he
determines that all of the following criteria have been
satisfied:

1. Based on the data and information received or
obtained pursvant to this § 6, no material adverse
change has occurred with respect to compliance with
the criteria set forth in § 5 of these rules and
regulations,

2. The applicant’s estimates of housing development
costs (i) include ali costs necessary Tfor the
development and construction of the proposed
development, (ii) are reasonable in amount, (iil) are
based upon valid data and information, and (iv) are
comparable to costs for similar multi-famiily rental
developments; provided, bhowever, that if the
applicant’s estimates of such costs are insufficient in
amount under the foregoing criteria, such criteria may
nevertheless be safisfied if, in the judgment of the
executive director, the applicant will have the
financial ability to pay any costs estimated by the
executive director to be in excess of the total of the
applicant’s estimates of housing development costs.

3. Any admipistrative, community, health, nursing care,
medical, educational, recreational, commercial or
other nonhousing facilities to be included in the
proposed development are incidental or related to the
proposed development and are necessary, convenient

or desirable with respect to the ownership, operation
or management of the proposed development.

4. All operating expenses (including replacemeni apd
other reserves) necessary or appropriaie for the
operation of the proposed development are included in
the preposed operating budget, and the estimated
amounts of such operating expenses are reasonable,
are based on valid data and information and are
comparable {o operafing exXpenses experienced by
similar developmenis.

5. Based upon the proposed rents and projecied
occupancy level required or approved by the execulive
director, the esiimated income {rom the proposed
development is reasonable. The estimated income may
include (i) rental income from cemmercial space
within the proposed development if the executive
director determines that a strong, longterm market
exists for such space and (ii) income from other
sources relating to the operation of the proposed
development if determined by the executive director
to bhe reasonable in amount and comparable {o such
income received on similar developments.

6. The estimated income {rom the proposed
development, including any federal subsidy or
assistance, is sufficient to pay when due the estimates
of the debt service on the notes or bonds issued by
the authority to acquire the development (plus such
additional amounts as the authority shall determine to
be appropriate as compensation for its administrative
costs and its risks as owner of the development), the
operating expenses, and replacement and other
reserves required by the authority.

7. The units will be occupied by persons and families
intended to he served by the proposed development
and eligible under the Act, these rules and regulations,
and under any applicable federal laws, rules and
regulations. Such occupancy of the units will be
achieved in such time and manner that the proposed
development (i) will attain self-sufficiency (i.e., the
rental and other income Irom the development is
sufficient to pay all operating expenses, replacement
and other reserves required by the authority, and debt
service on the notes or bonds issued by the authority
to acquire the development, plus such additional
amounts as the auvthority shall determine {0 be
appropriate as compensation for its adminisirative
costs and its risks as owner of the develepment)
within the usual and customary time for a
development for its size, nature, location and type and
(ii) will continue to be self-sufficient for the full ferm
of such notes or bonds.

8. The estimated utilify expenses and ofher costs o be
paid by the residents are reascnable, are based upon
valid data and information and are comparable io

-such expenses experienced by similar developments,

and the estimated amounts of such utility expenses
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and costs will not have a materially adverse eifect on
the occupancy of the uniis in accordance with
paragraph 7 above,

9. The architectural drawings, pians anrd specifications
shall demonsirate that. (i) the proposed develepment
as a whole and the individual units therein shall
provide safe, habitable, and pleasant Iliving
accommodations and environment for the
contempiated residents; (ii) the dwelling units of the
proposed housing development and the individual
reoms therein shall be furnishable with the usual and
customary furniture, appliances and other furnishings
consistent with their intended use and occupancy; and
(iii) the proposed housing development shall make use
of measures promoting environmental protection,
energy conservation and mainienance and operating
efficiency to the extent economically feasible and
consistent with the other requiremenis of this § 6.

10. The proposed development includes such
appliances, equipment, facilities and amenities as are
customarily used or enjoyed by the contemplated
residents in similar developments.

11. The marketing and tenant selection plans
submitted by the applicant shall comply with these
rules and regulations and shall provide for actions to
be taken prior to acquisiticn of the development by
the authority such that (i) the dwelling umits in the
proposed development will be occupied in accordance
with paragraph 7 above and any applicable federal
laws, rules and regulations by theose eligible persons
and families who are expected to be served by the
proposed development, (ii) the residenis will be
selected without regard io race, color, religion, creed,
sex or national origin and (iii) units intended for
occupancy by handicapped and disabled persons will
be adequately and properly marketed to such persons
and such persons will be given priority in the
selection of residenis for such wunmiis., The tenant
gelection plan shali describe the requirements and
procedures (including any occupancy criteria and
priorities established pursuant to § 11 of these rules
and regulations ) to be applied by the owner in order
{0 select those residents who are intended f{o be
served by the proposed development and who are best
able to fulfill their obligation and respongibilities as
residents of the proposed development.

12. In the case of any development to be subject to
morigage insurance or otherwise to be assisted or
aided by the federal government, the proposed
development will comply in all respects with any
applicable federal laws, rules and regulations, and
adequate federal insurance, subsidy, or assistance is
available for the developmeni and will be expecied to
remain available in the due course of processing with
the applicable federal agency, authority or
instrumentality.

13. The proposed development will comply with: (i) all
applicable federal laws and regulations governing ihe
federal tax exemption of the notes or bonds issued or
to be issued by the authority to finance the acquisition
and, if applicable, the construction of the propesed
developinent and (ii) all requirements set forth in the
resolutions pursuant to which such notes or bonds are
issued or to be issued.

14. The prerequisites necessary for the members of
the applicant's development team 1o construct and, -
prior to the acquisition thereof by the antherily, fo
operate and manage the proposed development have
been satisfied or can be salisfied prior {o initial
closing. These prerequisites include, but are not
limited to obtaining: (i) site plan appreval, (ii) proper
zoning status, (i) assurances of the availability of the
requigite public utilities, (iv) commitmenis by public
officials to construct such public improvements and
accept the dedication of streets and easements that
are necessary of degirable for the construction and
use of the proposed development, (v) licenses and
other legal authorizations necessary to permit each
member to perform his or iis duties and
responsibilities in the Commonwealth of Virginia, (vi)
building permits, and (vii) fee simple ownership of the
site, a sales contract or opfion giving the applicant the
right to purchase the site for the proposed
development and obtain fee simple ftitle, or a
leasehold interest of the time period required by the
Act (any such ownership or leasehold inierest
acquired or to be acquired shall be free of any
covenants, restrictions, easements, conditions, or other
encumbrances which would adversely affect the
construction or the authority’s ownership or operation
of the proposed development).

15. The proposed development will comply with all
applicable state and local laws, ordinances, regulations
and requirements,

16. The proposed development will provide valid and
sound security for the authority’s notes or honds and
will contribute to the fulfillment of the public purposes
of the authority as set forth in its Act.

17. Subject to a final determination by the board, the
acquisition and financing of the proposed development
will meet the requiremenis set forth in §§ 36-55.33:2
and 36-55.39 of the Code of Virginia, as applicable.

If the executive director delermines that the foregoing
criferia are satisfied and that he will recommend approval
of the application and issuance of a commitment io
acquire the development and, if applicable, to finance the
construction of the development, he shall present his
analysis and recommendations to the board. ¥ the
executive director determines that one or more of the
foregoing criferia have not been adequately saiisfied, he
may nevertheless in his discretion recommend to the
board fhat the application be approved and that a

Virginia Register of Regulations

202



Proposed Regulations

commitment be issued subject to the satisfaction of such
criteria in such manner and within such time period as he
shall deem appropriate.

The board shall review and consider the analysis and
recommendation of the executive director, and if it
concurs with such recommendation, it shall by resolution
approve the application and authorize the issuance of a
commitment to acquire the development and, if applicable,
to finance the construction thereoi, subject to such terms
and conditions as the board shall require in such
resolution.

if the development is to be acquired by a successor
entity formed by the authority as described in § 9 hereof,
the resolution shall authorize (i) the assignment to such
successor entity of the authority’s interest in the contract
to acquire the development and (ii), if applicable, the
making of a permanent loan to such successor entity in an
amount set forth therein to finance the acquisition cost of
the development and such other costs relating to the
acquisition and ownership of the development and to the
financing thereof as the authority shall deem necessary or
appropriate.

The purchase price for the development, the term and
principal amouni of any consiruciion loan, the terms and
conditions appiicable to any equity contribution by the
appticant for any construction loan, any assurances of
successiul completion of the development, and other terms
and conditions of the acquisition and construction loan
shall be set forth in the board’s resolution or in the
commiftment issued pursuant to the resolution. The
resolution or commiiment shall also include such terms
and conditions as the autherity considers appropriate with
respect to the development and construction, if applicabie,
and the acquisition of ihe proposed development, the
disbursement and repayment of the construction loan, if
applicable, and other matters related to the development
and construction, if applicable, and, prior to the acquisition
thereof by the authority, the ownership, operation,
marketing and occupancy (inciuding any income limits or
occupancy restrictions other than those set forth in these
rules and regulations) of the proposed development. Such
reselution or compniiment may include a financial analysis
of the proposed development, setting forth the initial
schedule of rents, the approved initial budget for operation
of the development and a schedule of the estimated
housing development costs,

If the development is io be acquired by a successor
entity which is a for-profit housing sponsor, the board may
in its resolution prescribe, in accordance with the
authority’s rules and regulations for multi-family housing
developments, the maxXimum annual rate at which
distributions may be made.

Neither an acquisition by the authority of a development
nor a construction or permanent loan for such
development pursuant to these rules and regulations shail
be authorized unless the board by resolution shall make

the applicable findings required by §§ 3655.33:2 and
35-55.38, as applicable, of the Code of Virginia; provided,
however, thai the board may in its discretion authorize the
acquisition or the construction or permanent loan in
advance of the issuance of the commitment therefor in
accordance herewith without making the {inding, if
applicable, required by subsection A of § 36-55.33:2 and
subsection B of § 36-55.39 of the Code of Virginia, subject
to the condition that such finding be made by the board
prior to the authority’s acquisition of the development and,
if applicable, the financing of the construction or
permanent loan for such development.

If the executive director determines not to recommend
approval of an application and issuance of a commitment,
he shall so notify the applicant. If any application is not
so recommended for approval, the executive director may
select for processing one or more applications in its place.

§ 7. Initial closing.

Upon issuance of the commitment, the applicant shall
direct its attorney to prepare and submit the legal
documentation (the “initial closing documents”) required
by the commiiment within the time period specified. When
the initial closing documenis have been submitied and
approved by the authority staff and all other requirements
in the commitment have been satisfied, the authority shall
execute and deliver to the applicant a comfract to acquire
the development; provided, however, that in the case of
the acquisifion of any existing development, the applicant
shall convey the development to the authority at the initial
closing, and the authority shall pay the purchase price
therefor to the applicant, all in accordance with the terms
of the commitment. Also at the initial closing, the inmitial
closing documents (including, in the case of an existing
development, a housing management agreement between
the authority and the management agent proposed by the
authority or, in the case of a development to be
construcied, an agreement between the authority and such
agent to enter into a housing management agreement at
final closing) shall be, where required, executed and
recorded, and the applicant will make any inifial equity
investment required by the commitment and the initial
closing documents and will fund such other deposits,
escrows and reserves as required by the commitment. If
the authority is to provide construction financing for the
development, the closing of the construction lean shall also
be held at this time, the financing fee of 1.0% of the
construction loan amount shall be paid to the authority,
and the initial disbursement of construction loan proceeds
will be made by the authority, if appropriate under the
commitment and the initial closing documents. The actual
interest rate on the consiruction loan shall be established
by the executive director at initial closing and may
thereafter be altered by the executive director in
accordance with the authority’s rules and regulations and
the terms of the deed of trust note.

If a successor entity as described in § 9 hereof is to
acquire an existing development, the sale and conveyance
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of such development and the making of any permanent
morigage loan to such entity by the authority, all as sel
forth in § 9 hereof, shall be consummated at the initial
closing.

The executive director may require such accountfs,
reserves, deposits, escrows, bonds, letters of credit and
other assurances as he shall deem appropriate to assure
the satisfactory construction and, prior to acquisition by
the authority, completion, occupancy and operaticn of the
development, including without limitation one or more of
the following: working capital deposits, coastruction
contingency funds, operating reserve accounts, payment
and performance bonds or letters of credit and latent
construction defect escrows. The foregoing shall be in such
amounts and subject to such terms and conditions as the
executive director shall require and as shall be set forth
in the initial clesing documents.

§ 8. Construction.

The construction of the development shall be performed
in accordance with the initial closing documents. The
authority sball have the right to inspect the development
as often as deemed necessary or appropriate by the
authority to determine the progress of the work and
compliance with the initial closing documents and to
ascertain the propriety and validily of any construction
loan disbursements requested by the mortgagor. Such
inspections shall be made for the sole and exclusive
benefit and protection of the authority. If the authority is
providing construction financing, a disbursement of
construction loan proceeds may only be made upon a
determination by the authority that the terms and
conditions of the initial closing documents with respect to
any such disbursement have been satisfied; provided,
however, that in the event that such terms and conditions
have not been satisfied, the executive director may, in his
discretion, permit such disbursement if additional security
or assurance satisfactory to him is given. The amount of
any disbursement by the authority shall be determined in
accordance with the terms of the initial closing documents
and shall be subject to such retainage or holdback as is
therein prescribed,

§ 9. Completion of construction and final closing.

The initial closing documents shall specify those
requirements and conditions that must be satisfied in
order for the development to be deemed to have attained
final completion.

Prior to or concurrently with final closing, the applicant,
the owner, the general contractor, the management agent
and other members of the development team shall
perform all acts and submit all contracts and documents
required by ihe initial closing documents (including the
contract to acquire the development) in order to attain
final completion, obtain any federal insurance, subsidy or
assistance and otherwise consummate the acquisition and
the final closing. The owner shail deliver {o the authority

a fully executed deed conveying to the authority fee .
simple title to the development in accordance with the °
contract and shall execute and deliver such other final
closing documents as the authority may prescribe. The
authority shall pay to the owner the purchase price
specified in the contract to acquire the development. The
management agreement shall be executed by the authority
and the management agent at the final closing. If the
authority had provided the construction loan, such loan
shall be repaid in full at final closing.

Prior to or concurrently with final closing, the executive
director shali, if authorized by the resolution, assign its
interest in the contract to acquire the development to a
successor entity formed by the authority, on its own behalf
or in conjunction with other parties, pursuant to the Act.
Any reference to the authority in these rules and
regulations with respect to the conveyance to or the
acquisition, ownership or operation by the authority of a
development shall be deemed to refer alse to any such
successor entity of the authority. Such successor entity
shall purchase the development at final closing and
otherwise perform ihke obligations of the authority as
purchaser under the contract. The applicant shall convey
title to the development to such successor entity and shall
perform all of its oiher obligations as seller under such
contract. Furthermore, if authorized by the reselution, the
authority shall at final closing provide to such successor
entity a permanent mortgage loan secured by a first lien
on the development to finance the acquisition and
ownership thereof. The making of such permanent
mortgage loan shall take place at final closing upon the
execution, delivery and recordation of such documents as
the executive director shall require. Such permanent loan
shall bear such interest rate and shall he subject to such
terms and conditions as the executive director shall
prescribe pursuant to and in accordance with the
commitment. For the purpose of determining any
maximum annual dividend distributions by any such
successor entity and the maximum principal amount of the
permanent mortgage loan to such successor entity
permissible under the Act, the total development costs
shall be the cost of the acquisition as determined by the
authority and such other costs relating to such acquisition,
the financing of the permanent mortgage loan and the
ownership and operation of the development as the
authority shall determine to be reasonable and necessary.
The equily investment of any such successor entity shall
be the difference between such total development costs
and the principal amount of the permanent morigage loan.

At the final closing, the authority shall determine in
accordance with the initial closing documents any funds
due the authority, the applicant, the owner, general
contractor, the architect or other parties that the authority
requires to be disbursed or paid as pari of the final
closing.

§ 10, Construction loan and purchase price increases.
initial closing,

Prior to the purchase price or the
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Jrincipal amount of any construction loan or both may be
increased, if such an increase is justified by an increase
in the estimated costs of the proposed development, is
necessary or desirable to effect the successful construction
of the proposed development, will not have a material
adverse effect on the financial feasibility or proper
operation and maintenance of the development or on the
security of the authority’s construction loan or ownership
interest in the development, can be funded from available
proceeds of the authority’s noies or bonds, and will not
resuli in noncompliance with the provisions of the Act or
these rules and regulations (including, without limitation,
the criteria set forth in § 6 hereof). Any such increage
shali be subject to such terms and conditions as the
authority shall require.

Subsequent to initial closing, the authority will congider
and, where appropriate, approve an increase in ihe
purchase price or principal amount of the comsiruction
loan or both in the following instances:

1. Cost increases are incurred as the direct result of
(i) changes in work required or requested by the
authority or (ii) betterments to the development
approved by the authority which will improve the
quality or value of the development or will reduce the
costs of operating or maintaining the development;

2. An increase ig determined by the authorily, in ifs
sole and absolute discretien, to be in the best interests
of the authority in protecting its security for the
construction loan or its ownership interest to be
acquired in the development; or

3. The authority has enfered info an agreement with
the mortgagor prior to initial closing to provide an
increase if certain cost overruns occur, but only to the
exient set forth in such agreement.

Any such increase in the construction loan or purchase
price subsequent to initial closing may be subject to such
terms and conditions as the avthority shall require,
including (but nof limited to) one or more of the
following, as applicable;

1. The ability of the authority to sell bonds {o finance
the increase in amounts, at rates and under {erms and
condifions safisfactory to the authority (applicable only
tc an increase to be financed from the proceeds of
the authority’'s notes or bonds).

2. The obtaining by the owner of additional federal
subgidy (if the development is to receive such subsidy)
in amounts necessary to fund the additional debt
service on the authority’s notes and bonds o be paid
as a resuli of any such increase in the purchase price,
plus such addiiional amounts as the authority shall
determine to be appropriate as compensation for its
administrative costs and its risks as owner of the
" development. The provision of such additional subsidy
shall be made subject to and in accordance with all

applicable federal regulations.

3. A determination by the authority that the increase
in the purchase price will have no material adverse
effect on the financial feasibility or proper operation
and maintenance of the development or on the
security of the auntherily’s ownership interest to be
acquired in the development.

4, A determinaticn by the authority that the
construction loan, as increased, does not exceed such
perceniage of the estimated {otal development cost as
is established in the resolution authorizing the
construction loan, as applicable, in accordance with §
3 of these rules and regulations.

5. Such terms and conditions as the authority shall
require in order to protect the security of its interest
in the construction loan and iis ownership interest to
be acquired in the development, fo comply with
covenants and agreemenis with the holders of iis
bonds, if any, issued to finance the constriction loan
or the acquisition of the development, {o comply with
the Act and these rules and regulations, and {o carry
out ifs public purpose.

In the event of any increase in the purchase price
pursuant hereto, the aunlhority may also increass the
principal amount of any permanent morigage loan fo be
provided fo any successor entity,

The executive director may, without furiher action by
the board, increase the purchase price, the principal
amount of the consiruction loan or the principal amount of
the permanent loan at any time by an amouni not fo
exceed 2.0% thereof, provided that such increase is
consistent with the Act and these rules and regulations.
Any increase in excess of such 2.0% shall require the
approval of the hoard.

Nothing contained in this § 10 shall impose any duty or
obligation on the authority to increase any purchase price
or the principal amount of any construction loan or
permanent loan, as the decision as to whether to grant a
purchase price, consiruction loan or permanent loan
increase shall be within the sole and absolute description
of the aythority,

§ 11. Operation, management and marketing.
The authority shall establish the rents to be charged for

dwelling units in the development. Ynils in the
development shall only be leased to persons and families

- who are eligible for occupancy thereof as described in § 2

of these rules and regulations. The authority (or any
successor entity acquiring the development pursuant io § 8
hereof) shall examine and determine the income and
eligibility of applicants for their initial occupancy of the
dwelling units of the development and shall reexamine and
redetermine the income and eligibility of all occupants of
such dwelling units every two vears following such initial
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occupancy or at more frequent intervals if required by the
executive director. It shall be the responsibility of each
applicant for occupancy of such a dwelling unit, and of
each occupant thereof, to report accurately and completely
his adjusted family’s income, family composition and such
other information relating io eligibility for occupancy as
the executive director may require and to provide the
authority (or any such successor entity) with verification
thereof at the times of examination and reexamination of
income and eligibility as aforesaid.

With respect fo a person or family occupying a
multi-family dwelling unit, if a periodic reexamination and
redetermination of the adjusted family’s income and
eligibility as provided in this section establishes that such
person’s or family's adjusted family income then exceeds
the maximum limit for occupancy of such dwelling unit
applicable at the time of such reexamination and
redetermination, such person or family shall be permitted
to continbe to occupy such dwelling unit; provided,
however, that during the period that such person’s or
family’s adjusied family income exceeds such maximum
limit, such person or family may be required by the
executfive director fo pay such rent, carrying charges or
surcharge as determined by the executive director in
accordance with a schedule prescribed or approved by
him. If such person’s or family’s adjusted family income
shall exceed such maximum limit for a period of six
months or more, the authority (or any such successor
entity) may terminate the tenancy or interest by giving
written notice of termination to such person or family
specifying the reason for such termination and giving such
person or family not less than 90 days (or such longer
period of time as the authority shall determine to be
necessary to find suitable alternative housing) within which
to vacate such dwelling unit.

In addition to the eligibility requirements of the
authority, the executive director may establish cccupancy
criteria and priorities based on the following:

1. The age, family size, financial status, health
conditions (including, withoui limitation, any handicaps
or disabilities) and other circumstances of the
applicants for the dwelling units;

2, The status and physical condition of the housing
then occupied by such applicants; and

3. Any other factors or matters which the executive
director deems relevant to the effectuation of the
public purposes of the authority.

The authority (or any successor entity as described in §
9 hereof) shall develop a tenant selection plan for tenants
eligible to occupy the development, Such tenant selection
plan shall include, among other information that the
executive director may require from time to {ime, the
following: (i) ike proposed rent structure; (ii) the
utilization of any subsidy or other assistance from the
federal government or any other source, (iii) the proposed

income levels of tenants; (iv) any arrangements
contemplated by the authority or such successor entity for
tenant referrals or relocations from federal, state or local
governmental agencies of community organizations; and (v)
any criteria fo be used for disapproving tenant applications
and for esiablishing priority among eligible tenant
applicants for occupancy of the proposed development. In
selecting eligible residents, the authority (or any such
successor entity) shall comply with such occupancy criteria
and priorities and with the tenant selection plan.

The executive director is authorized to prepare and
from time to time revise a housing management handbook
which shall set forth the authorily’s procedures and
requirements with respect to the management of
developments by management agents. Copies of the
housing management handbook shall be available upon
request.

The managemeni of the development shall aiso be
subject to a management agreement by and between the
management agent and the authority (or any successor
entity). Such management agreement shall govern the
policies, practices and procedures relating to the
management, marketing and operation of the developmeni.
The term of the management agreement shall be as
prescribed by the executive direcior, and upon the
expiration of such tferm the authority may renew or
extend such management agreement or may cobtract with
a different management ageni on such terms and
conditions as the executive director shall require. The
development shall be managed in accordance with the Act,
these rules and regulations, the managemeni agreement
and the authority’s housing management handbook, if
applicable.

If any successor entity formed pursuant to § 9 hereof is
not within the exclusive control of the authority, the
executive director may require that such entity and the
development owned by and mortgage loan made to such
enfity be subject to such of the provisions of the
authority’s rules and regulations for multi-family housing
developments as he shali require to protect iis security for
the morigage loan, to protect its interest in such entity
and fo fulfill its public purpose under the Act.

REAL ESTATE APPRAISER BOARD

Title of Regulation: VR 583-01-63. Real Estate Appraiser
Beard Regulatiens.

Staiutory Authority: § 54.1-2013 of the Code of Virginia.

November 12, 19581

November 19, 1991

November 20, 1991

December 1§, 1991
(See Calendar of Events section
for additional information}
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Ammary:

Pursuant to Chapter 20.1 (§ 54.1-2008 et seq) of Title
54.1 of the Code of Virginia and in accordance with
Chapter 1.1:1 (§ 96.14:1 et seq.) of Title ¥ of the Code
of Virginia, the Real Estate Appraiser Board proposes
fo promulgate a new regulaiion governing real estale
appraisers o replace its existing emergency regulation
which will expire March 14, 1992.

These mew regulations establish the qualifications for
licensure of real estafe appraisers in Virginia. The
regulation outlines the educational, experience and
examination requirements necessary for the licensure
and renewal of licenses issued to certified general,
certified residential and licensed residential real estate
appraisers. Further, the regulation sels forth the
standards of conduct and standards of practice that
shall be maintained by licensed appraisers.

VR 583-01-03. Real Esiate Appraiser Board Regulations.

PART 1.
GENERAL.

§ 1.1 Definitions.

The following words and terms when used in these
. regulations, unless a different meaning is provided or is
- .olainly required by the context, shall have the following
L THeanings:

“Aecredited colleges, universities, junior and community
colleges” means those accredited institutions of higher
learning approved by the Virginia Council of Higher
Education or listed in the Transfer Credit Practices of
Designated Educational Institutions, published by the
American Association of Collegiate Registrars and
Admissions Officers.

“Adult distribulive or markeling educalion programs”
means those programs offered at schools approved by the
Virginia Department of FEducation or any other local
state, or federal government agency, board or commission
to teach adult educalion or marketing courses.

“Appraisal Foundation” means the [foundation
incorporated as an IHlinois Not for Profit Corporation on
November 30, 1987, to establish and improve uniform
appraisal standards by defining, issuing and promoting
such standards.

“Appraiser Qualification Board” means the board
created by the Appraisal Foundation to establish
appropriate criteria for the certification and recertification
of qualified appraisers by defining, issuing and promoting
such qualification criteria; fo disseminate such
qualification criferia lo states, govermmental eniilies and
. others, and lo develop or assist in the development of
L appropriate examinations for qualified appraisers.

“Business entity” means for the purpose of ithese
regulations any corporation, parinership, association or
other organization under which appraisal services are
performed,

“Certified general real estate appraiser” means an
individual who meels the requirements for licensure thot
relate fo the appraisal of all tvpes of real estate and real
property and is lcensed as a ceriified general veal esiaie
aPpTaISer.

“Certified residential real estate appraiser” means an
individual who meets the requiremenis for lcensure for
the appraisal of any residential real estate or real
property of one to four residential wnits regardless of
transaction value or complexity. Certified residential real
estale appraisers may also appraise nonresidential
properties with a fransaction value up to $250,000.

“Classroom  hour” megns 50 minutes out of each
G0-minute segment. The prescribed number of classroom
hours includes time devoled to tests which are considered
to be part of the course.

“Experience” as used In these regulations inciudes but
is not limited to experience gained in the performance of
traditional appraisal assignments, or in the performance of
the following: fee and staff appraisals, ad valorem tax
appraisal, review appraisal, appraisal anclysis, real estate
counseling, highest and best use analysis, feasibility
analysis/study, and teaching of appraisal courses.

For the purpose of these' regulations experience has
been divided info five major categories: (i) fee and staff
appraisal, (i) ad valorem appraisal, ({ii) review appraisal,
(") real estate consulting, and (v} teaching of real estate
COUTSES.

1. “Feefstaff appraiser experience”: Feefsiaff appraiser
experience means experience acquired as either a sole
appraiser or Gs a cosigner.

Sole appraiser experience is experience obtained by
an individual who makes personal Inspections of real
estate, assembles and analyzes the relevant facts, and
by the use of reason and the exercise of judgment,
forms objective opimions and prepares reporis as o
the market value or other properly defined value of
identified interests in said real estale.

Cosigner appraiser experience is experience obiained
by an individual who signs an appraisal repori
prepared by another, thereby accepting full
responsibiliiy for the content and conclusions of the
appraisal.

Te qualify for feefstaff appraiser experience, an
mdividual  must have prepared written appraisal
reports which meet minimum standards. For appraisal
reports dated prior fo July 1, 1991, these minimum
standards include the following, where applicable:
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a. An adequate identification of the real estate and
the interests being appraised;

b. The purpose of the report, date of value, and
date of report;

¢. A definition of the value being appraised;
d. A determination of highest and best use;
e. An estimate of land value;

f. The usual valuation approaches for the property
type being appraised or the reason for excluding
any of these approaches;

g A reconciliation and conclusion as fto ihe
property’s value;

h. Disclosure of assumptions or limiting conditions,
if any; and

1. Signature of appraiser.

For appraisal reports dated subsequent fo July 1,
1991, the mimimum standards for writfen appraisal
reports are those as prescribed in Standard 2 of the
Uniform Standards of Professional Appraisal Fractice
in the 1990 edition or the edition in effect at the time
of the reports’ preparation.

2. “Ad valorem appraisal experience” ~means
experience oblained by an individual who assembles
and analvzes the relevant facts, and who correctly
employs those recognized methods and techniques
that are necessary to produce and communicate
credible appraisals within the context of the real
property tax laws. Ad valorem appraisal experience
may be obtaimed either through individual property
appraisals or through mass appraisals as long as
applicants under this category of experience can
demonstrate that they are using techniques to value
real property similar to those being used by fee/staff
appraisers and that thev are effectively utilizing the
appraisal process.

To qualify for ad valorem appraisal experience for
individual property appraisals, an individual must
have prepared written appraisal reports which meet
minimum standards. For appraisal reports dated prior
to July 1, 1991, these minimum standards include the
following, where applicable:

a. An adequale identification of the real estale and
the interests being appraised;

b. The effective date of value;

¢. A definition of the value being appraised if other
than fee simple;

d. A determination of highest and best use;
e. An estimate of land value;

f. The usual valuation approeches for the property
type being appraised or the reason for excluding
any of these approaches;

g A reconciliation and conclusion as lo the
property’s value;

h. Disclosure of assumplions or miting conditions,
if any.

For appraisal reports dated subsequent fo July 1,
1991, the minimum standards for written appraisal
reporis are those as prescribed in the Uniform
Standards of Professional Appraisal Practice in the
1980 edition or the edition in effect at the time of the
reports’ preparation.

To qualify for ad valorem appraisal experience for
mass appraisals, an individual must have prepared
mass appraisals or have documented mass appraisal
files which meet minimum standards. For mass
appraisals dated prior to July 1, 1991, these minimum
standards include the following, where applicable:

a. An adequate identification of the real estate and
the interests being appraised;

b. The effective date of value;

c. A definition of the value being appraised if other
than fee simple;

d. A determination of highest and best use;
e. An estimate of land value;

~ f. Those recogrized methods and fechniques that
are necessary [o produce a credible appraisal.

For mass appraisal reports dated subsequent to July
1, 1991, the mimimum standards for these appraisal
reports are those as prescribed in Standard 6 of the
Uniform Standards of Professional Appraisal Practice
in the 1990 edition or the edilion in effect at the lime
of the reports’ preparation.

In addition o the preceding, o qualify for ad
valorem appraisal experience, the applicant’s
experience log must be aitested fo by the applicant’s
supervisor,

3. “Reviewer experience” means experience obtained
by an individual who examines the reports of
appraisers to determine whether their conclusions are
consistent with the data reporied and other generally
known information. An individual acting in  the
capacity of a reviewer doés nof necessarily make’
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Annexation Study
Assessment Study
Cost-Benefit Study

personal inspection of real estate, but does review
and analyze relevani facts assembled by feelstaff
appraisers, and by the use of reason and exercise of
Judgment, forms objective conclusions as to the
validity of fesfstaff appraisers’ opinions. In cases
where reviewer experience is fthe sole category of
expertence being claimed by an individual, at least
25% of the required 2,000 hours (500 hours) must be
i figld review wherein the Individual has personaily
inspected the real estate which is the subject of the
Feview,

Assemblage §tudy
Candominium Conversion Study
Cross Impact Study
Depreciation/Cost Study Distressed Property Study
Economic Base Analysis Economic Impact Study
Economic Structure Analysis Eminent Domain Study
Feasibility Study Highest and Best Use Study
Impact Zonre Study Investment 4nalysis Study
Investment Strategy Study Land Development Study

Land Suitability Study Land Use Study

Locatjon Analysis Study Market Analysis Study

Markat Strategy Study Market Turning Point Analysis
Marketability Study Portfolio Study
Rehabilitation Study Remodeling Study

Rental Market Study Right of Way Study

Site Analysis Study Utilization Study

Urban Renewal Study Zoning Study

To gqualify for reviewer experience, an individual must
have prepared writien reporfs recommending the

dcceplance, revision, or rejection of the feelstaff
appraiser’s opinions, Which written reports must meet
minimum standards. For appraisal reviews dated prior
to July I, 1991, these minimum standards inciude the
following, where applicable:

a. An identification of the report under review, the
real estate and real property interest being
appraised, the effective date of the opinion in the
report under review, and the date of the review;

b. A description of the review process underfoken;

¢c. An opinion as to the adeguacy and
appropriateness of the report being reviewed, and
the reasons for any disagreement;

d. An opinion as fo whether the analvses, opinions,
and conclusions in the reporl under review are
appropriate and reasonable, and the development of
any reasons for any disagreement;

e. Signature of reviewer.

For appraisal review reports dated subsequent fo July
I, 1991, the minimum standards for these appraisal
reports are those as prescribed in Standard 3 of the
Uniform Standards of Professional Appraisal Practice
in the 1990 edition or the edition in effect at the time
of the reports’ preparation.

Signing as “Review Appraiser” on an appraisal report
prepared by another will not qualify an individual for
experience in the reviewer category. Experience
gained in s capacity will be considered under the
Cosigner subcategory of Fee/staff appraiser experience.

4. “Real estate counseling experience” means
experience oblained by an individual who assembles
and analyzes the relevant facts and by the use of
reason and the exercise of judgment, forms objective
opintons concerning maiters other than value
estimates relating to real estate. Real estale
counseling experience includes, but is not necessarily
Iimited to, the following:

To qualify for real estate counseling experience, an
individual must have prepared written reports which
meet minimum standards. For real estate counseling
reports dated prior to July 1, 1991, these minimum
standards include the following, where appiicable:

a. A definition of the problem;

b, An identification of the real estate under
consideration (if any);

¢. Disclosure of the client’s objective;

d. The effective date of the consulting assignment
and date of report;

e. The information considered, and the reasoning
that supports the analvses, opinions, and
conciusions;

f. Any assumptions and limiting conditions that
affect the analyses, opinions, and conclusions;

2. Signature of real estate counselor.

For real estate counseling reports dated subsequent fo
July 1, 1891, the minimum standards for these
appraisal reporls are those as prescribed in Standaerd
4 of the Uniform Standards of Professional Appraisal
Practice in the 1990 edition or the edition in effect ar
the time of the reports’ preparation. Real esiaie
counseling shall not constitute more than 1,000 hours
of experience for gny type of appraisal license.

5. “Teaching experience” means experience obtained
by an individual in fthe instruction of real estafe
appraisal or real estate refated seminarsicourses as
well as in the authorship of real estate appraisal and
analysis publications. Experience in these areas will
be considered on the following basis:

a. Seminar and course instructions: The number of
approved hours is based omn the published number
of classroom hours stated in the officidd college
catalog or similar publication of other educational

Absorption Study Ad Valorem Tax Study bodies or professional organizations.

Vol. 8, Issue 2 Monday, Cetober 21, 1991

209



Propeosed Regulations

b.  Authorship: Authorship of published books,
Journal articles and theses may count toward an
applicant’s experience credit as follows:

(1) Topic must relate to real eslate valuation or
analysis;

{(2) A book will be credited 150 hours, a journal
article will be credited 20 hours, and a thesis will
be credited 50 hours.

Credit may be earned only once for instruction of
courses having substantially equivalent conient. In
cases where there is more than one instructor, credit
will be prorated based on each instructor's
participation.

“Licensed residential real estate appraiser” means an
individual who meets the requirements for licensure for
the appraisal of any noncomplex, residential real estate or
real property of one to four residential units, including
federally related transactions, where the fransaction value
is less than $1 million. Licensed residential real estate
appraisers may also appraise noncomplex, nonresidential
properties with a tramsaction value up fo $250,000.

“Licensee” means any mdividua! holding a license
issued by the Real FEstate Appraiser Board fo acl as ¢
certified general real estate appraiser, certified residential,
or licensed residential real estale appraiser as defined,
respectively, in §& 54.1-2009 of the Code of Virginia and in
these regulations.

“Local, state or federal government agency, board or
commission” means an entity established by any local,
federal or state government fo protect or promole the
health, safety and welfare of its citizens.

“Proprietary school” means a privately owned school
dffering appraisal or appraisal related courses approved
by the board.

“Provider” means accredited colleges, universities, junior
and community colleges; adult distributive or marketing
education programs; local state or federal government
agencies, boards or commissions; proprietary schools; or
real estate appraisal or real estate related organizations.

“Real estate appraisal or real estate related
organization” means any appraisal or real estate related
organization formulated on a national level, where ils
membership extends to more than one state or territory
of the United States.

“Regisirant” means any corporation, partnership,
association or other business enfity which provides
appraisal services and which is registered with the Real
Estate Appraiser Board in accordanice with § 54.1-2011 E
of the Code of Virginia.

“Substantially equivalent” is a description for any

educational course or seminar, experience, or examinatior.
faken in this or another jurisdiction which is equivalent in
classroom hours, course comtent and subject, and degree
of difficuity, respectively, to those requirements outlined in
these regulations and Chapter 20.1 of Title 54.1 of the
Code of Virgima for licensure and renewal,

“Transaction value” means the monetary amount of a
transaction which may require the services of a certified
or licensed appraiser for completion. The transaction
value is not always equal fo the market value of the real
property interest involved. For loans or ofher extensions
of credit, the transaction value equals the amount of the
loan or other exiensions of credit. For sales, leases,
purchases and invesimenis in or exchanges of real
property, the transaction vaiue Is the market value of the
real property interest involved. For the pooling of loans or
interests in real property for rescle or purchase, the
transaction value is the amount of the loan or the markel
value of real properfy calculated With respect o each
such loan or Interest in real property.

“Uniform Standards of Professional Appraisal Practice”
means those standards promulgated by the Appraisal
Standards Board of the Appraisal Foundation for use by
all appraisers in the preparaiion of appraisal reports.

PART I
ENTRY.

§ 2.1. Requirement for registration.

A business enlity seeking to provide appraisal services
shall register with the board by completing an application
Jurnished by the board describing the location, nature and
operation of its practice, and the name and address of the
registered agenl, an associale, or a partner of the
business entity. Along with a completed application form,
domestic corporations shall provide a copyv of the
Certificate of Incorporalion as issued by the State
Corporation Commission, foreign (out-of-state) corporations
shall provide a copy of the Certificate of Authorily from
the State Corporation Conumission, parinerships shall
provide a copy of the certified Partnership Certificate, and
other business entities trading under a fictitious name
shail provide a copy of the certificate filed with the clerk
of the court where business is to be conducted,

§ 2.2, General qualifications for licensure.

Every applicant to the Real Estate Appraiser Board for
a certified pgeneral, certified residential, or licensed
residential real estate appraiser license shall meet the
Jfollowing qualifications:

1. The applicant shall be of good moral character,
honest, truthfid, and competent lo (transact the
business of a Hcensed real estate appraiser in such a
manner as o safeguard the interests of the public,

Z

s

The applicant shall meet the current educationa’
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and experience requirements and submit a license
application to the Depariment of Commerce or ifs
agent prior to the time the applicant is approved fo
take the licensing examination. Applications received
by the department or its agent must be complete
within 12 months of the dale of the receipt of the
license application and fee by the Depariment of
Commerce or iis agent.

3. The applicant shall be in good standing as a real
estate appraiser in every jurisdiction where licensed
or certified,; the applicant may not have had a license
or certification which was suspended, revoked or
surrendered In commection with a disciplinary action
or which has been the subject of discipline in any
Jurisdiction prior to applying for licensure in Virginia.

4. The applicant may not have been convicted, found
guilty or pled guilty, regardless of adjudication, in any
Jurisdiction of a misdemeanor involving moral
turpitude or of any felony. Any plea of nolo
contendere shall be considered a conviction for
purposes of this subdivision. The record of a
conviction authenticated in such form as fto be
admissible in evidence under the laws of the

Jurisdiction where convicted shall be admissible as
prima facie evidence of such conviction.

5. The applicant shall be at least 18 years old.

6. Applicants for licensure who do not meet the
requirements set forth in subdivisions 3 and 4 of this
section may be approved jfor licensure following
consideration of their application by the board.

appraisal. This experience must be supported by
adequate written reports or file memoranda which
shall be made avaeilable to the board upon request.

3. Within 12 months affer being approved by the
board to fake the licensed residential real estate
appraiser examinalion, the applicant shall have
registered for and passed a writlen examination
provided by ithe board or by a lesting service aciing
on behalf of the board.

§ 24. Additional qualiffications for licensure for certified
residential real estate approisers.

An applicant for a license as a certified residential real
estate appraiser shall meet the following educational,
experience and examination requiremments in addition to
those set forth in § 2.2 of these regulations:

1. The applicant shall have successfully completed 105
classroom hours of approved real estate appraisal
courses from accredited colleges, universities, funior
and commumity colleges; adult distributive or
marketing education programs; local, state or federal
government agencies, boards or commissions;
proprietary schools; or real estate appraisal or real
estate related organizations or other providers
approved by the board. The 105 classroom hours may
include the 75 classroom hours required for the
licensed residential real estate appraiser.

After January 1, 1994, applicants must complete i65
classroom hours of real estate appraisal courses which
shall include coverage of required subjects.

§ 2.3 Additional qualifications for Ncensure of licensed
residential real estate appraisers.

An applicant for a license as a licensed residential real
estate appraiser shall meet the following educational,
experience and examingtion requirements in addition fo
those set forth in § 2.2 of these regulations:

1. The applicant shali have successfully completed 75
classroom hours of approved real estate appraisal
courses from accrediled colleges, universities, junior
and community collages; adult distributive or
marketing education programs; local, state or federal
government agencies, boards or commissions;
proprietary schools; or real estate appraisal or real
estate related organizations.

2. The applicant shall have a minimum of two
calendar yvears and 2,000 hours experience as an
appraiser. The maximum number of appraisal credit
hours which may be awarded in one calendar Year is

2 The applicant shall have a mimimum of iwe
calendar years and 2,000 hours experience as a real
estate appraiser. The maximum nuwmnber of appraisal
credit hours which may be awarded in one colendar
year s L0000 hours. Hours may be ireated as
cumulative in order to achieve the necessary 2,000
hours of appraisal experience. The applicant shall
execute an affidavit as a part of the application for
licensure attesting to his experience in the field of
real estate appraisal. This experience must be
supported by adeguate writlen reporis or file
memoranda which shall be made available ito the
board upon reques.

3. Within 12 months after being approved by the
board to take the certified residential real estate
appraiser examination, the applicant shall have
registered for and passed a written examination
provided by the board or by a testing service acting
on behalf of the board.

1000 hours. Hours may be treated as cumulalive in
order to achieve fhe necessary Z2.000 hours of
appraisal experience. The applicant shall execute an
affidavit as a part of the application for licensure
attesting to his experience in the field of real estate

§ 2.5, Additional gualifications for licensure for certified
general real gstate appraisers.

Ar applicant for a license as a certified general real
estate appraiser shall meet fhe following educational,
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experience, and examination requirements in addition to
those set forth in § 2.2 of these regulations:

1. The applicant shall have successfully completed 165
classroom hours of approved real estafe appraisal
courses from accredited colleges, universities, junior
and community colleges; adult distributive or
marketing education programs; local, state or federal
government agencies, boards or commissions;
proprietary schools; or real estaie appraisal or real
estate related organizations. The 165 classroom hours
may include the 75 classroom hours reguired for the
Heensed residential real estate appraiser, or the 105
classroom hours required for the certified residential
real estate appraiser.

Al applicants for licensure as a certified general real
estate appraiser must complete arn advanced level
appraisal course of at least 30 classroom hours in the
appraisal of nonresidential properties.

2. The applicant shall have a mimimum of fwo
calendar years and 2,000 hours experience as a real
estate qppraiser. The maximum number of appraisal
credit hours which may be awarded in one calendar
year Is 1LOO0 hours. Hours may be (treated as
cumulative in order fo achieve the necessary 2,000
hours of appraisal experience. For all applicants for a
certified general real estate appraiser license, at least
50% of the appraisal experience required (1,000 hours)
must be in nonresidential appraisal assignments.

The epplicant shall execute an affidavit as a part of
the application for licensure aftesting fo his
experience in the field of real estate appraisal. This
experience must be supporfed by adequate written
reports or file memoranda which shall be made
available to the board upon request.

3. Within 12 months after being approved by the
board fo take the certified general real estate
appraiser examination, the applicant shall have
registered for and passed a writfen examination
provided by the board or by a lesting service acting
on behalf of the board.

§ 2.6. Qualifications for licensure by reciprocity.

Every applicant fo the Real Estate Appraiser Board for
a license by reciprocity shall have met the following
qualifications:

1. An individual who is currently licensed or certified
as a real estate appraiser in ancther jurisdiction may
obtain a Virgimia real estafe appraiser license by
providing documentation that the applicant has met
educational, experience and examination requirements
that are substantially equivalent fo those required in
Virginia for the appropriate level of licensure. All

reciprocal applicants shall be required fto pass the
Virginia appraiser law and regulation seclion of the

licensing examination prior fo licensure.
2. The applicant shall be af least 18 years of age.

3. The applicant shall sign, as part of the application,
an affidavit cerfifving that the applicant has read and
undersiands the Virginia real estaie appraiser license
law and the regulations of the Real Estate Appraiser
Board.

4. The applicant shall be in good standing as a
licensed or certified real estale appraiser in every
Jurisdiction where licensed or cerlified; the applicant
may not have had a license or certification as a real
estafe appraiser Which was suspended, revoked, or
surrendered in connaction with ¢ disciplinary action
or which has been the subject of discipline in any
_Jurisdiction prior to applying for licensure in Virginia.

5. The applicant shall be of good moral character,
honest, truthful, and competent lo transact the
business of a licensed real estate appraiser in such a
manner as fo safeguard the mterests of the public.

§. The applicant may not have been convicted, found
guilty or pled guilty, regardless of adiudication, in any
Jurisdiction of a misdemeanor involving moral
turpitude or of any felony. Any plea of nolo
contendere shall be considered a conviction for
purposes  of this subdivision, The record of q
conviction authenticated in such form as fo be
admissible in evidence wunder the laws of the

jurisdiction where convicted shall be admissible as
prima facie evidence of such conviction.

7. Applicants for licensure who do not meet the
requireinents set forth in subdivisions 4 and 6 of this
section may be approved jfor licensure following
consideration by the board.

§ 27, Qualifications for temporary licensure as a certified
general real estafe appraiser, certified residential real
estate appraiser or licensed resideniial real estate
appraiser.

An individual whe is currently licensed or certified as a
real estale appraiser in another jurisdiction may obtain a
temporary Virginia real estate appraiser's license as
required by Section 1121 of the Federal Financial
Institutions Reform, Recovery and Enforcement Act of
1958,

The appraiser’s certification or Hcense issued by another
state shall be recognized as equivalent to a Virginia
license provided that:

1. The appraiser’s business is of a temporary nature,
and is limited to one specific assignment.

2 The education, experience and general examination
completed in the furisdiction of original licensure is
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deemmed to be substantially equivalent fo those
required for the appropriate level of licensure in
Virginia.

3. The applicant shall sign, as part of the application,
an affidavit certifying that the applicant has read and
understands the Virginia real esiate appraiser license
lew and the regulations of the Real Estaie Appraiser
Board.

4. The applicant shall be in good standing as a
Iicensed or cerfified real estate appraiser in every
Jurisdiction where licensed or certified; the applicant
may not have had a license or certification as a real
estate appraiser Which was suspended, revoked, or
surrendered in connection with a disciplinary action

or which has been the subject of discipline in any
jurisdiction prior to applying for licensure in Virginia.

5. The applicant shall be of good moral character,
honest, truthful, and competent to transact the
business of a real estate appraiser in such a manner
as to safeguard the interest of the public.

8. The applicant may not have begn convicted, found
guilty or pled guilty, regardless of adiudication, in any
Jurisdiction of a misdemeanor Involving moral
turpitude or of any felony. Any plea of nolo
conlendere shall be considered a conviction for
purposes  of this subdivision. The record of a
conviction authenticated in such form as to be
admissible in evidence under the laws of the

Jurisdiction where convicted shall be admissible as
prima facie evidence of such conviction.

7. Applicants for licensure who do not meet the
requirements set forth in subdivisions 4 and 6 of this
section may be approved for licensure jollowing
consideration by the board.

8. The appiicant shall be af least 18 years of age.

Applicants for temporary licensure shall verify the
above information on an application form provided by the
board. A temporary license cannot be renewed.

§ 28 Requirement for the certification of appraisal
education instructors.

Pursuant to the mandate of Title Il of the Federal
Financial Institutions Reform, Recovery and Enforcement
Act of 1989, and § 54.1-2013 of the Code of Virginia,
instructing appraisal educational offerings to satisfy the
prelicensure education qualifications for licensure of real
estate appraisers shall be certified by the board.
Instructors employed or contracted by accredited colleges,
universities, junior ‘and community colleges, or adult
distributive or marketing education programs are not
required to be certified by the board.

§ 2.9. Qualifications for the certification of instructors.

Qualifications for certification:
1. Baccalaureate degree in real estale, economics,
finance or business, and have safisfied the state
appraisal licensing educational requirements for the
level being instructed: or

2. Baccalaureate degree and a current appraisal
license for the level being instructed; or

3. Sevem years of disciplinefree active experience
acquired in the appraisal field in the past 10 years
and a current appraisal license for the level being
instructed.

§ 2.10. Application and registration fees.

All application fees for licenses and registrations are
nonrefundable.

1. Application fees for registrations, certificates and
licenses are as follows:

Registration of business enlity

Certified General Real Estate Appraiser

Temporary Certified General Real Estate Appraiser
Certified Residential Real Estate Appraiser

Temporary Certified Residential Real FEstate
Appraiser

Licensed Residential Real Estate Apprafser

Temporary Licensed Residential Real Estale
Appraiser

Certification of licensure
Instructor Certification

2. Examination fees. Examination fees are identical
for all appraiser licensing exarminations.

Examination fee to take the General or Residential
section, and the State Laws and Regulations section
...................................................... 595

Examination fee to take the General or Residential
section only ... 585

Examination fee to take the State Rules and
Regulations section only .......cciiiiiiiiiiiienns, $50

3. National Registry Fee Assessment for all permanent
ficense applicants

To be assessed of each applicant in accordance with
Section 1109 of the Financial Institutions Reform,
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Recovery, and Enforcement Act of 1959. If the
applicant fails lo qualify jfor licensure, then this
assessment fee will be refunded.

National Registry Fee Assessment for ail temporary
ficense applicants ...............ccciiiiieiiiiiiin, $25

To be assessed of each temporary appraiser license
applicant in accordance with Section 1109 of the
Financial Institutions Reform, Recovery, and
Enforcement Act of 1989. If the applicant fails fo
qualify for licensure, then this assessment fee will be
refunded.

PART II
RENEWAL OF
LICENSE/REGISTRATION/CERTIFICATION.

§ 3.1 Renewal required.

Licenses issued under these regulaiions for certified
general real estate appraisers, certified residential real
estate appraisers and licensed residential real esiale
appraisers and registrations [ssued for business entities
shall expire two years from the last day of the month in
which they were Issued, as indicated on the license or
registration. Certifications issued under lhese regulations
for instructors shall expire iwo years from the last day of
the month in Wwhich they were issued, as indicated on the
certification.

§ 3.2. Qualifications for renewal.
A. Continuing education requirements.

As a condition of renewal, and under § 54.1-2014 of the
Code of Virginia, all certified general real estate
appraisers, certified residential real estate appraisers, and
licensed residential real estate appraisers, resident or
nonresident, shall be required to complete continuing
education courses satisfactortly within each licensing ferm.

1. Continuing education requirements for -certified
general real estate appraisers.

a. Certified general real estaie appraisers miust

satisfactorily complete continuing education courses
or seminars offered by accredited colleges,
universities, junior and communily colleges; adult
distributive or marketing education programs; local,
state or federal government agencies, boards or

comrnissions, proprietary schools;, or real estate
appraisal or real estate relaled organizations of not
less than 20 classroom hours during each licensing
term.

b. Certified general real estate appraisers may aiso
satisfy continuing education requirements by
participation other than as a student in educational
processes and programs approved by the board to
be substantially equivalent for continuing education

purposes including, but not limiled lo teaching,
program development, or authorship of textbooks.

¢. Three of the classroom hours completed to satisfy
the coniinuing education requirements shall be a
course approved by the board on recent
developments in federal, siate and local real estate
appraisael law and regulation.

2. Conlinuing educafion reguirements for certified
restdential real estate appraisers.

a. Certified residential real estate appraisers must

satisfactorily complete comtinuing educafion courses
or seminars offered by accredited colleges,
universities, junior and community colleges; adult
distribulive or marketing education programs, local,
state or federal governmen! agencies, boards or

commissions;, proprigtary schools; or real estate
appraisal or real estate related organizations of not
less than 20 classreom hours during each licensing
term.

b, Certified residential reql esiate appraisers may
also satisfy continuing educaiion requirements by
participation other than as o student in educotional
processes and programs approved by the board to
be substaniially equivalent for continuing education
purposes including but not limited to teaching,
program development, or authorship of textbooks.

c. Three of the classroom hours completed to satisfy
the conitnuing education reguirements shall be a
course approved by the board on recent
developments in federai, state and local real estate
appraisal law and regulation.

3. Continuing education requirements for licensed
residential real estale appraisers.

a. Licensed residenticl real eslafe appraisers must

satisfacioriy complete coniinuing education courses
or seminars offered by accredited colleges,
universities, jumior and communily colleges; adult
distributive or marketing education programs, local,
state or federal government agencies, boards or

commissions, propriefary schools; or real estale
appraisal or real estate related organization of not
less than 20 classroom hours during each licensing
term.

b. Licensed residential real estate appraisers may
also satisfly continuing education requirements by
participation other than as a student in educational
processes and programs approved by the board fto
be substantially equivalent for cortinuing education
purposes including, but not limited fo teaching,

program development, or authorship of textbooks.

¢. Licensed residential real esfate appraisers must
satisfactorily complete a three classroom  hour
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continuing education course approved by the board
on recent developments in federal, state and local
real estate appraisal law and regulation.

B. Applicants for renewal of a license shall meet the
standards for entry as set forth in subdivisions I, 3 and 4
of § 2.2 of these regulations.

C. Applicants for the renewal of a registration shall
meet the requirement for registration as set forth in § 2.1

D. Applicants for the renewal of a certificate shall meet
the standards for entry as set forth in § 2.9.

§ 3.3. Procedures for renewal.

A. The board will mail a remewal application form lo
the licensee and certificate holder at the last known home
address and lo the registered firm or af the last known
business address. This form shall outline the procedures
for renewal. Failure to receive the renewal application
Jorm shall not relieve the licensee, certificate holder or fhe
registrant of the obligation to renew.

B. Prior to the expiration date shown on the license or
registration, each licensee, certificate holder or registrant
desiring to renew the license or regisiration shall return
to the hoard the completed renewal application form and
the appropriate renewal and registry fees as outlined in §
3.4 of these regulations.

C. The date on which the renewal application form and
the appropriate fees are received by the Department of
Commerce or s agen! will delermine whether the
licensee, certificate holder or regisirant is eligible for
renewal. If either the renewal application form or renewal
fee, including the registry fee, is received by the
Department of Commerce or its agent after the expiration
date, the license, cerlification or registration cannot be
renewed and the licensee, certificate holder, or registrant
shall reapply for licensure as a new applicant, meeting
current education, examination and experience
requirements.

§ 3.4, Fees for renewal.
A. National registry fee assessment.

In accordance with the requirements of Section 1109 of
the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, $50 of the biennial renewal fee
assessed for all certified general real estale appraisers,
certified residential and licensed residential real estate
appraisers shall be submitted fo the Appraisal
Subcommittee. All remaining fees for renewal are
nionrefundable.

B. Renewal fees are as follows:

Certified general real estate appraiser

Certified residential real estate appraiser
Licensed residential real estate appraiser
Registered business entity
Certified instructor

§ 3.5. Board discretion to deny renewal.

The board may deny renewal of a license, certification
or registration for the same reasons as i may refuse
initial licensure or registration or discipline a current
licensee or registrant.

PART IV,
STANDARDS.

§ 4.1 Grounds for disciplinary action.

The board has the power to fine any licensee, regisirant
or certificate holder, and to suspend or revoke any
license, registration or cerlification issued under the
provisions of Chapter 20.1 of Title 54.1 of the Code of
Virginia and the regulations of the board, in accordance
with §¢ 54.1-20k7) 54.1-202 and the provisions of the
Administrative Process Act, Chapter 1.1:1 of Title 9 of the
Code of Virginia, when any licensee, registrant or
certificaie holder has been found to have violated or
cooperated with others in violating any provision of
Chapter 20.1 of Title 54.1 of the Code of Virginia, any
relevant provision of the Uniform Stendards of
Professional Appraisal Practice as developed by the
Appraisal Standards Board of the Appraisal Foundation’,
or any regulation of the board.

§ 4.2, Standards of ethical conduct.

In obtaining a real estate appraiser license and
performing a real estate appraisal, a licensee shall comply
with the Ethics Provisions of the Uniform Standards of
Professional Appraisal Practice and the following
standards of ethical conduct:

L Al applicants for licensure shall follow all rules
established by the board with regard to conduct at
the examination. Such rles shall include amy written
instructions communicated prior to the examination
date and any instruction communicated at the sile,
either written or oral, on the date of the examination.
Failure to comply with all rules established by the
board or a lesting service acting on behalf of the
board with regard fto conduct at the examination
shall be grounds for denial of a license.

2. A licensee, certificate holder or registrant shall not
obtain a license, certification or pregistration by false
or fraudulent representation.

3. A licensee, registrant or certificate holder shall not
make any misrepresentation.

Vol. 8, Issue 2

Monday, October 21, 1991

215



Proposed Regulations

§ 4.3. Standards of professional practice.

A, Maintenance of licenses.
i. Change of address.’

a. Certified general real estate appraisers, certified
restdential real estate appraisers and [licensed
residential rea! estate cppraisers shall at all times
kecp the board informed in writing of their current
home address.

b. Registered real estate appraisal business entities
shall af all times hkeep the board informed in
writing of their current business address.

¢. Certified instructors as defined in §§ 2.8 and 2.9
of these regulations, shall at all times keep the
board informed in writing of their current home
address.

2. Change of name.’

a. Certified general real estate appraisers, certified
residential real estate appraisers, licensed residential
real estate appraisers and certified instructors shall
promptly rotify the board in writing and provide
appropriate written legal verification of any change
of name.

b. Registered real estafe appraisal business entities
shall promptly notify the board of any change of
name or change of business siructure in writing. In
addition to wrillen notification, corporations shall
provide a copy of the Certificate of Amendment
from the State Corporation Commission,
parinerships shall provide a copy of a certified
Parinership Certificate, and other business entifies
trading under a fictitious name shall provide a copy
of the certificate filed with the clerk of the court
where business is fo be conducted.

3. Upon the the change of name or address of the

registered agent, associale, oF partner, or sole
proprietor designated by a real estate appraisal
business entity, the business entity shall notify the
board in writing of the change within 30 days of such
event.

4. No license, certification or registration issued by
the board shall be assigned or otherwise transferred.

5. All licensees, certificate holders and registrants
shall operate under the name in which the license or
registration is issued,

8. All certificates of licensure, regisiration or
certification in any form are the property of the Real
Estate Appraiser Board. Upon death of a licensee,
dissolution or restructure of a registered business
entity, or change of a licensee’s, registrant’s, or

certificate holder's name or address, such licenses,
registrations, or certificates must be refurned with
proper Instructions and supplemental muatertal to the
board within 30 davs of such event.

7. All appraiser licenses issued by the board shall be
visibly displayed.

B. Use of seal

1. The authorized applicaiion of a licensed appraiser's
seal shall Indicate that the licensee has exercised
complete direction and counfrol over the appraisal
Therefore, no licensee shall affix his seal fo any
appratsal which has been prepared by an unlicensed
person unless such work was performed under the
direction and supervision of the Ificensee in
accordance with § 5412011 C of the Code of
Virginia.

2. Al original appraisal reporis shall be issued under
seal and signed by the licensed appraiser. Such
signature ond seal shall appear on any page
containing the final estimate or conclusion of value,
All temporary licensed real estate appraisers shall sign
and affix their femporary license to the appraisal
report for which they oblained the license ilo
authenticate such report,

a. An appraiser may provide written reports,
market enalysis studies or valuations, which do roi
constifute appraisals, provided, that such reports,
studies or evaluations shall contain a conspicuous
statement that such reports, sludies or valuations

are nof an appraisal as defined in § 54.1-2009 of
the Code of Virginia.

b. Application of the seal and signature indicales
acceptance of responsibility jfor work shown
thereon.

¢, The seal shall conform in detail and size to the
design ilustrated below:

y—@'% °\1 5
¥ T o
“Z‘_h\‘\% QP\L‘*J—! O_,C‘ ’xlj.
O %
- «

=
-
—

Y

F-g

“
LY
®
e
LN .
= e
<

b -

(YOUR NAME] =
No.CCO=
License,
DBrsfana 11071
P S
£, iy’
iﬂ r
B oy p et

z z
=z
- ——m
- e,
- Y
“ ~
= hY
& Y
&

“

Virginia Register of Regulations

216



Proposed Regulations

*The number on the seal shall be the number on
the license issued by the board.

C. Development of appraisal,

In developing a real properiy appraisal, an appraiser
shall comply with the provisions of Standard I of the
Uniform Standards of Projessional Appraisal Practice
(USPAP).*

D. Appraisal report requirements.

In reporting a real properly appraisal, an appraiser
shall meet the requirements of Standard Il of the Uniform
Standards of Professional Appraisal Practice.

E. Reviewing an appraisal,

In performing a review appraisal, a licensee shall
comply with the requirements of Standard 1] of the
Uniform Standards of Professional Appraisal Practice.

F. Real estaie consulfing services.

In performing real estafe consulling services, a licensee
shail comply with the requiremenis of Standard IV of the
Uniform Standards of Professional Appraisal Practice.

G. Mass appraisals.

In developing and reporiing a mass appraisal for ad
valorem tax purposes, a licensee shall comply with the
requirements of Standard VI of the Uniform Standards of
Professional Appraisal Practice.

H. Record keeping requirements.

I A licensee or registrant of the Keal Estate
Appraiser Board shall, upon request or demand,
promptly produce to the board or any of its agents
any document, hook, or record in a [lcensee's
possession  concerming any appraisal Which the
licensee performed, or for which the licensee 1s
required to mmaintain records for inspection and
copyving by the board or its agents. These records
shall be made available at the licensee’s place of
business during regular business hours.

2. Upon the completion of an assignment, a licensee
or registrant shall return to the righiful owner, upon
demand, any document or instrument which the
licensee possesses.

1. Disclosure requiremnents.

A licensee appraising property in which he, any member
of his family, his firm, any member of his firm, or any

entity in which he has an ownership interest, has any
interest shall disclose, in writing, fo amy client such
interest in the property and his status as a real estafe
appraiser licensed in the Commonwealth of Virginia. As
used in the coniext of this reguiation, ‘“any interest”
includes but 1s not Imited to an ownership interest in the
property to be appraised or m an adiacent property or
involvement in the transaction, such as deciding whether
to extend credit fo be secured by such property.

J. Competency.

A licensee shall abide by the Competericy Provision as
stated in the Flhics Provision of the Uniform Standards of
Professional Appraisal Practice.

K. Unworthiness.

1 A licensee shall act as a certified general real
estate appraiser, cerfified residential real estale
appraiser or licensed residential real estate appraiser
in such a manner as fo safeguard the interests of the
public, and shall not engage in improper, fraudulent,
or dishonest conduct.

2. A licensee may not have been convicted, found
guilty or pled guilty, regardless of adiudication, n any
jurisdiction of the United States of a misdemeanor
nvoiving moral turpitude or of any felony there being
no appeal pending therefrom or the time for appeal
having elapsed. Any plea of nolo contendere shall be
considered a conviction for the purposes of this
subdivision. The record of a conviction certified or
authenticated in such form as lo be admissible in
evidence of the laws of the jurisdiction where
cornvicted shall be admissible as prima facie evidence
of such guilt,

3. A licensee shall inform the board in writing within
30 days of pleading guilty or nolo contendere or being
convicted or found guilty, regardless of adjudication,
of any felony or of a misdemeanor mvoiving moral
turpitude.

4. A licensee may not have had a license or
certification as a real estate appraiser which was
suspended, revohked, or surrendered in connection with
a disciplinary action or which has been the subject of
discipline in any jurisdiction.

5. A licensee shall inform the board in writing within
30 days of the suspension, revocation or surrender of
an appraiser license or cerlification in connection
with a disciplinary action in any other jurisdiction,
and a licensee shall inform the board in writing
within 30 days of any appraiser license or
certification which has been the subject of discipline
in any jurisdiction.

§ 4.4 Standards of conduct for certified appraiser
education instructors.
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A. Instructors shall maintain a record for each student
which shall included the student’s name and address, the
course name, the course hours and dales given, and the
date the course was passed.

B. The instructor shall not solicit information from amny
person for the purpose of discovering past licensing
examination questions or questions which may be used in
future licensing examinations.

C. The instructor shall not distribute to any person
copies of license examination questions, or otherwise
communicate fo any person license examination questions,
without receiving the prior written approval of the
copyright owner to distribute or communicate those
questions.

D. The instructor shall not, through an agent or
otherwise, advertise its services in a fraudulent, deceptive
or misrepresentalive manner.

E. Instructors shall not ftake any appraiser licensing
examination for any purpose other than fo obiain a
ficense as a real estale appraiser.

PART V.
EDUCATIONAL OFFERINGS.

§ &1 Requirement for the approval of appraisal
educational offerings.

Pursuant to the mandate of Title 11 of the Federal
Financial Institutions Reform, Recovery and Enforcement
Act of 1989, § 54.1-2013 of the Code of Virginia, and the
qualifications criteria set forth by the Appraisal
Qualifications Board of the Appraisal Foundation, all
educational offerings  submitted for prelicensure and
continuing education credit shall be approved by the
board. Although educational offerings which have been
approved by the Appraisal -Foundation’s Educational
Offering Review Panel may be considered fo have met the
standards for approval set jorth in these regulations, all
educational offerings must be approved by the board.

§ 5.2 Standards for the approval of appraisal educational
offerings for prelicensure credit.

A. Content.

1. Prior fo licensure, the applicant shall have
successfully completed coverage of the Uniform
Standards of Professional Appraisal Practice either as
a portion of a qudlified course of at least 15
classroom hours, or in a single, qualified course of at
least 15 classroom hours, After July 1, 1992,
applicants shall have successfully completed a 15
classroom hour course in the Uniform Stendards of
Professional Appraisal Practice.

2. While various appraisal courses may be credited
toward the classroom requirement specified for each

level of licensure, all applicants for licensure as a
licensed residential or a certified residential real estate
appraiser must demonstrale that their course work
included coverage of all the topics listed below.

Appraisal standards and ethics
Influences on real estate value
Legal considerations in appraisal
Tyvpes of value

Land economic principles

Real estate markets and analysis
Valuation process

Property description and analysis
Highest and best use analysis
Appraisal statistical concepts
Sales comparison approach

Site valuation

Cost approach

Income approach

Valuation of partial inferests

3. All appraisal and appraisalrelated offerings
presented for prelicensure credit must have a final
written examination.

4. Credit toward the classroom hour reguirement fto
satisfy the educational requirement prior to licensure
shall be granfed only where the length of the
educational offering is at least 15 classroom hours.

B, Instruction.

With the exception of courses laught at accredited
colleges, universities, junior and community colleges, or
adult distributive or marketing education programs, all
other prelicensure educational offerings given after April
1, 1992, must be taught by instructors certified by the
board.

$§ 5.3. Standards for the approval of appraisal educational
offerings for continuing education credit.

A. Content.

1. The content of courses, seminars, workshops or
conferences Which may be accepted for comtinuing
education credit includes, but is not Imited to those
topics listed in § 5.2 A 2 and below.

Ad valorem taxation

Arbitrations

Business courses relafed to the practice of real
estate appraisal

Construction estimating

Ethies and Uniform Stenderds of Professional
Appraisal Practice

Land use planning, zoning, and taxation

Property development

Real estate appraisal (valuationsfevaluations)

Real estate financing and investment

Real estate law
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Reaql gstate related computer applications
Real estate securities qnd syndication
Real property exchange

2 Courses, seminars, workshops or conferences
submitted for confinuing education credit must
indicate that the licensee participated n an
educational program fhat maintained and increased
his knowledge, skill and competency in real estate
appraisal.

3. Credit toward the classroom hour requirement to
satisfy the continuing education requirements shall be
granited only where the length of the educational
offering is at least two hours and the licensee
participated in the full length of the program.

4. As outlined im Part [T of these regulations all
certified general real estate appraisers, certified
residentici real estate appraisers, and licensed
residential real estate appraisers shall complete 20
classroom hours prior to the remewal of any license.
Three classroom hours shall cover recent
developments in federal, state and local real estate
appraisal law and regulation.

B. Instruction.

Although conlinuing education offerings are not required
to be taught by board certified instructors, these offerings
-must meet the standards set forth in § 53 A of these
regulations,

§ 5.7. Procedures for awarding prelicense and continuing
education credits.

A. Course credits shall be awarded only once for
courses having substantiolly equivalent content.

B. Proof of completion of such course, seminar,
workshop or conference may be In the form of a
transcript, certificate, letter of completion or in any such
writien form as may be required by the board All
courses, seminars and workshops submitied for
prelficensure and continuing education credit must indicate
the number of classroom hours.

C. Information which may be requesied by the board in
order to further evaluate course conteni includes, but is
not limited to, course descriptions, syllabi or textbook
references,

D. All transcripts, certificates, letters of completion or
similar documents submitted to verify completion of
seminars, workshops or conferences for confinuing
education credit must indicate successful completion of
the course, seminar, workshop or conference. Applicants
must furnish written proof of having received a passing
grade in all prelicensure and continuing education courses
submitted.

E. Credit may be awarded for prelicensure courses
completed by challenge examination Wwithout classroom
attendonce, if such credit was granted by the course
provider prior fo July 1 1990, and provided ithat the
board s saiisfied with the quality of the challenge
examination that was administered by the course
provider.

F. All courses seminars, workshops, or conferences,
submitled for satisfaction of continuing education
requiremerits must be satisfactory to the board.

G. Correspondence courses, Vvideoc and remote TV
educational offerings may be accepiable to meet the
classroom  hour requirements for prelicensure and
continuing education courses provided each course or
offering is approved by the board and has been presented
by an accredited college, university, jumior or community
college; the studen! passes a writien exarination
administered at o location by an official approved by the
college or umiversily; the subject mafter was appraisal
related; and that the course or offering is a minimum of
15 classroom hours in length.

§ 5.8. Course approval fees.
Course Approval Fee
§ 5.9. Reapproval of courses requiired.

Approval letters issued under these regulations for
educational offerings shall expire two years from the last
day of the month in Which they were issued, as indicated
in the approval letter.

Footnotes

i The Uniform Standards of Professional Appraisal
Practice (“USPAFP") Copyright (¢} 1957, 1890 are published
by the Appraisal Foundation. All rights reserved. Copies of
the Uniform Standards of Professional Appraisal Practice
are available from the Appraisal Foundation, 1029
Vermont Avenue, NW, Suite 900, Washington D.C. 20005.
The cost is $25.

Some of the provisions conitained in the Uniform
Standards of Professional Appraisal Practice are
inapplicable to real estate appraisals, and therefore are
not applicable to Virginia Appraiser Board licensees. For
example, the USPAP includes standards for the
performance of personal property appraisals and a license
is not required o perform such appraisals.

¢ The board shall not be responsible for the
licensee’sfregistrant’s failure fo receive nofices,
communications and correspondence caused by the
licensee’'sfregistrant’s failure to promptly notifv the board
of any change of address.

P The board shall not be responsible for ithe
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licensee’sfregistrant’s failure to receive notices,
commurnications and correspondence caused by the
licensee’sfregistrant’s failure to promptly notify the board
of any change of name.

! Application of the Deparfure Provision of USPAP is
not allowed for all federally relafed transactions requiring
the services of an appraiser.
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REAL ESTATE BEOARD

Title of Regulation: VR 585-81-1. Virginia Real Estate
Board Licensing Regulations,

Statutory Authority: §§ 54.1-113, 54.1-201 and 54.1-2105 of
the Code of Virginia.

Public Hearing Date: November 21, 1931 - 2 p.m.
{See Calendar of Events section
for additional information)

Summary:

The proposed regulations apply directly
approximately 13,000 brokers, 54,000 salespersons,
3,100  firms, 30 rental location agents and 50
proprietary schools either licensed or registered by the
board in Virginia.

fo

The proposed regulations provide for the licensing of
sole proprictorships owned by nonbrokers under the
Iicensing of real estate firms whereas ihis category
was not previously provided for. A change fo the
maintenance of escrow accounts provides that
accounts must be maintained only if the firm is to
hold escrow funds. The amended regulation regarding
advertising no longer reguires sizes of individuals
names to be smaller than that of the firm, but simply
that the firm name must appear in the advertisernent
and be legible. The amended regulation on disclosure
of interest provides that disclosure must be made in
sales and lease sifuations, this regulation incorrectly
deleted leases during the 1988 revision. The amended
reguifation on Disclosure of Agency Relationships
provides for a more relaxed disclosure in the leasing
of property and exempts vacalion-type leases from
disclosure. The amended regulation on Principal
Broker responsibility provides that a supervising
broker may be held responsible. Lastly, in the
regulations regarding schools, changes are proposed to
expand those who may be approved fo teach real
estate courses at proprietary schools. The proposed
regulations also seek lo confirm the emergency
regulations which were effective on May 15, 1991, All
other changes are clarifying in nature.

VR 585-01-1. Virginia Real FEstale Beard Licensing
Regulations.

PART L

GENERAL,

§ 1.1. Definitions.

The following words and terms, when used in these
regulations, unless a different meaning is provided or is
plainly required by the context, shall have the following
meanings:

“Actively engaged” means employment by or affiliation

as an independent coniractor with a licensed real estate
firm or sole proprietorship in performing those activities
as defined in §§ 54.1-2100 and 54.1-2101 of the Code of
Virginia for an average of at least 20 hours per week,

“dssocigte broker” means any individual licensee of the
board holding a broker's license other than one who has
been designated as the principal broker.

“Firm” wmeans any partonership, association, or
corporation, other than a sole proprietorship, which is
required by § 2.1 B of these regulations fto obfain a
separate brokerage firm license,

“Inactive status” vefers 1o any broker or salesperson
who is not under the supervision of a principal broker or
supervising broker, not affiliated with a firm or sole
proprietorship and who is net performing any of the
activities defined in §§ 54.1-2100 and 54.1-2101 of the Code
of Virginia.

“Licensee’”” means any person, partnership, association,
or corporation holding a license by the Real Estate Board
to act as a real esiate broker or real estate salesperson,
as defined, respectively, in §§ 54.1-2100 and 54.1-2101 of
the Code of Virginia.

“Principal” means a party who has engaged a real
egtate broker to perform real estate purchases, sales or
rental services in a principal-agent relationship.

“Principal broker” means the individual broker who
shall be designated by each firm to assure compliance
with Title 54.1, Chapter 21 of the Code of Virginia, and
these regulations, and to receive communications and
notices from the board which may affect the firm or any
licensee employed by or affiliated with the firm. In the
case of a sole proprietorship, the licensed broker who is
the sole proprietor shall have the responsibilities of the
principal broker. The principal broker shall have
responsibility for the activities of the firmn and all iis
licensees.

“Principal te a transaction” means a party to a real
estate fransaction in the capacity of a seller, buyer, lessee
or lessor, or having some other direct contractual
connection to such transaction.

“Sole proprietor” means any individual broker, not a
corporation, who is trading under the broker’s own name,
or under an assumed or fictitious name pursuant to the
provisions of §§ 59.1-69 through 58.1-76 of the Code of
Virginia.

“Supervising broker” means the individual associate
broker who shall be designated by the firm {o supervise
the activities of any one of its offices.

PART 1L
ENTRY.
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§ 2.1. Necessity for license or registration.

It shall be wunlawful for any person, partnership,
association or corporation, fo act as a real estate broker,
real estate salesperson, or rental location agent or to
advertise or assume to act as such real estate broker, real
estate salesperson, or rental location agent without a
salesperson or broker license or rental location agent
registration issued by the Real Estate Board. No
partnership, association or corporation shall be granted a
license unless every member, and officer of such
parinership, association or corporation, who actively
participates in ifs brokerage business shall hold a license
as a real estale broker, and unless every employee and
every independent contractor who acts as a salesperson
for such parinership, association or corporation shall hold
a license as a real estate salesperson; provided, however,
that a person whe holds a license as a reai estate broker
may act as a salesperson for another real estate broker.

A. Individual license.

A real estate broker's license shall not be issued to an
individual trading under an assumed or fictitious name,
that is, a name other than the individual’s full name, until
the individual signs and acknowledges a certificate
provided by the board, seiting forth the name under which
the business is to be organized and conducted, the address
of the individual’s residence, and the address of the
individual's place of business. Each certificate must be
attested by the Clerk of Court of the county or jurisdiction
wherein the business is to be conducted. The attention of
all applicants and licensees is directed to §§ 59.1-6%
through 59.1-76 of the Code of Virginia. '

B. Sole proprietor (nonbroker owner),
association, or corporation.

partnership,

Every sole proprieior (nonbroker owner), parinership,
association, or corporation must secure a real estate
license for its brokerage firm before transacting real
estate business. Application for such license shall disclose,
and the license shall be issued to, the name under which
the applican{ intends io do or does business and holds
itself out to the public. This license is separaie and
distinct frem the individual broker license required of
each pariner, associate, and officer of a corporation who
is active in the brokerage business.

1. Sole proprietor (nonbroker owner) Each sole
proprietor (nonbroker owner} acting as a real estale
broker shall file with the board a ceriifficalte on a
form provided by the board, which shall include the
following information: the name, business address, and
residential address of the owner; the name and type

of the firm; and the address of the office of the real
estate entity. Each change in (the information
contained on the certificate filed with the board must
be evidenced by filing a new certificate with the
board within 30 days after the change is effective.

1. 2 Parinership. Each parinership acting as a real
estate broker shall file with the board a certificate on
a form provided by the board, which shall include the
following information: the name, business address, and
residential address of each person composing the
partnership; the name and siyle of the firm; the
address of the Virginia office of the firm; the length
of time for which it is to continue; and the percentage
or part of the parinership ocwned by each partner.
Every change in the parinership must be evidenced
by f{filing a new certificate with the board within 30
days after the change is effective.

2: 3. Association. Each association acting as a real
estate broker shall file with the board a certificate on
a form provided by the board, which shall include the
following information: the name, business address, and
residential address of each person composing the
association; the name and style of the firm; the
address of the Virginia office of the firm; the length
of time for which it is {0 continue; and the perceniage
of part of the association owned by each associate,
Every change in the asscciation must be evidenced by
filing a new certificate with the board within 30 days
after the change is effective.

3 4. Corporation. Each corporation acting as a real
esiate broker shall file with the board a certificate on
a form provided by the hoard, which shall include the
following information: the name, business address, and
residential address of each officer of the corporation
the name and style of the corporation; the address of
the Virginia office of the firm; the corporation’s place
of business, and the names and addresses of the
members of the Board of Directors.

a. Every change of officers must be evidenced by
filing a new certificaie with the board within 30
days after the change is effective.

b. The board will not consider the application of
any corporation or its officers, employees, or
associates until the corporation is authorized to do
business in Virginia.

C. Branch office license.

If a real estate broker maintaing more than one place
of business within the state, a branch office license shali
be issued for each branch office maintained. Application
for the license shall be made on forms provided by the
board and shall reveal the name of the firm, the location
of the branch office, and the name of the supervising
broker for that branch office. Only the branch office
license shall be maintained at the branch office location.

§ 2.2, Qualifications for licensure.
Every applicant to the Real Estate Board for a sales

person’s or broker’s license shall have the following
qualifications:
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1. The applicant shall have a good reputation for
honesty, truthfulness, and fair dealing, and be
competent to transact the business of a real estate
broker or a real estate sglesperson in such a manner
as to safeguard the interests of the public.

2. The applicant shall meei the current educational
requirements by achieving a passing grade in all
required courses of § 54.1-2105 of the Code of Virginia
prior to the time the applicant sits for the lHcensing
examination and applies for licensure. See § 7.6 of
these regulations for educational requirements for
salespersons.

3. The applicant shall be in good standing as a
licensed real estate brolter or salesperson in every
jurisdiction where licensed and the applicant shall not
have had a license as a real estale broker or real
estate salesperson which was suspended, revoked or
surrendered in connection with a disciplinary action or
which has been the subject of discipline in any
jurisdiction prior to applying for licensure in Virginia.

4. The applicant shall not have been convicted in any
jurisdiction of a misdemeancr involving moral
turpitude, sexual offense, drug disiribution or physical
injury, or any felony. Neither shall the applicant have
been found fo have violated the fair housing laws of
any jurisdiction. Any plea of nolo contendere shall be
considered a conviction for purposes of this paragraph.
The record of a conviction authenticated in such form
as to be admissible in evidence under the laws of the
jurisdiction where convicted shall be admissible as
prima facie evidence of such conviction.

5. The applicant shall be ai least 18 years old.

6. The appiicant, within 12 months prior to making
application for a license, shall have passed a written
examination provided by the board or by a testing
service acting on behalf of the heard. Complete
applications must be received within the 12-month
period,

7. The applicant shall follow all rules esiablished by
the board with regard to conduct at the examination.
Such rules shall include any written instructions
communicated prior to the examinafion date and any
instructions communicated at the site, elther written or
oral, on the date of the examination. Failure to
comply with all rules established by the board and the
festing service with regard to conduct at the
examination shail be grounds for denial of application.

§ 2.3. Additional qualifications for brokers.

An applicant for a license as a real estate broker shall
meet the following requirements in addition to those set
forth in § 2.2 of these regulations:

s A. New broker applicants.

1. The applicant shall meet the current educational
requirements of § 54.1-2105 of the Code of Virginia,

2. The applicant shall have been aclively engaged as
defined in § 1.1 of these regulations as a real esiale
salesperson for a period of 36 of the 48 months
immediately preceding application.

B. Previous brokers.

Any person who has previously held a Virginia real
estate broker's license which license was not revoked,
suspended or surrendered in connection with a disciplinary
acfion may be issued a broker's license without Hrst
having to meet the experience requirements of § 2.3 A 2
of these regulations by:

1. Completing the current educational requirements of
§ 54.1-2105 of the Code of Virginia; and

2. Passing a written examination provided by tfhe
board or by a testing service selected by the board.

§ 2.4. Concurrent licenses,

Concurrent licenses shall be issued by the board to
brokers active in more than one separate legal entity upon
receipt of a concurreni license form and written affidaviis
stating that written notice of the applicant’s concurrent
licensure status has been provided to the principal broker
of each firm with which the applicant has been associaied,
Payment will be required for each license.

§ 2.5. Qualifications for licensure by reciprocity.

Every applicant to the Real Estate Board for a license
by reciprocity shall have the foliowing qualifications,
gxcept that § 24 A 5 shali only be applicable for
salesperson applicants:

A, An individual who is currently licensed as a real
esiate salesperson or broker in another jurisdiction may
obtain a Virginia real estate license without taking the
Virginia written licensing examination by meeting the
following requirements;

1. The applicant shall be at least 18 years of age.

2. The applicant shall have received the salesperscn
or broker's license by virtue of having passed in the
jurisdiction of criginal licensure a written examination
deemed fo be substantially equivalent to the Virginia
examination.

3. The applicant shall sign, as part of the application,
an affidavit certifying that the applicant has read and
understands the Virginia real estate license law and
the regulations of the Real Estaie Board.

4, The applicant shall be in good standing as a
licensed real estate broker or salesperson in every
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jurisdiction where licensed and the applicant shail not
have had a license as a real estate broker or real
estate salesperson which was suspended, revoked, or
surrenderad in connectior with a disciplinary action or
which has been the subject of discipline in any
jurisdiction prior to applying for licensure in Virginia.

5. At the time of application for a salesperson’s
license, the applicant must have been actively engaged
in real estate for 12 of the preceding 36 months or
have met educational requirements that are
substantially equivalent to those required in Virginia.

6. The applicant shal! have a geod reputation for
honesty, truthfulness, and fair dealing, and be
competent fo transact the business of a real estate
salespersonn or broker in such a manner as fo
safeguard the interests of the public.

7. The applicant shall not have been convicted in any
jurisdiction of a misdemeanor involving moral
turpitude, sexual offense, drug distribution or physical
injury, or any felony. Neither shali the applicant have
been found to have violated the fair housing laws of
any jurisdiction. Any plea of nolo contendere shall be
considered a conviction for purposes of this paragraph.
The record of a conviction authenticated in such form
as to be admissible in evidence tnder the laws of the
jurisdiction where cenvicted shall be admissible as
prima facie evidence of such conviction.

B. Additional qualifications for reciprocal licensure as a
broker.

An individual who is currenily licensed as a real estate
broker in another jurisdiction may obtain a Virginia real
estate broker’s license without taking a written
examination by meeting the following requirements in
additien to those set forth in § 2.5 A 1 through A 4, A 6
and A 7.

1. The applicant shall have been licensed as a real
ectate broker and actively engaged as a real estate
broker of salesperson in the current jurisdiction of
licensure for at least 36 of the 48 months immediately
prior to making application in Virginia. (See § 1.1 of
these regulations for the definition of “actively
engaged.”)

2. The applicant shall have met broker educational
requirements that are substantially equivalent to those
required in Virginia.

§ 2.6. Activation of license.

A. Any inactive licensee may affiliate that license with
a licensed real estate firm or sole proprietorship by
completing an acfivate form prescribed by the board.
Continuing education pursuant to § 54.1-2105 of the Code
of Virginia shall be completed within Iwo years prior to
activation of a lcense.

B. Any inactive licensee may affiliate that license with ¢
licensed real estate firmm or sole proprietorship by
completing an activaie form prescribed by the board.
Further, any licensee who has not been actively licensed
with a licensed real estate firm or sole proprietorship for
a period of greater than three years shall be required to
meet the educational reguirements for a salesperson or
broker in effect at the time the license activate form for
issnance of such license is filed with the board.

§ 2.7. Rental location agent.

An applicant for registration as a rental location agent
need not be employed by or affiliaied with a real estate
broker, but shall apply in wriling upon forms provided by
the board, and shall meet the following requirements:

1. The applicant shall have a good reputation for
honesty, truthfulness, and {fair dealing, and be
competent o transact the business of a rental location
agent as defined in § 54.1-2102 of the Code of
Virginia.

2. The applicant shall be at least 18 years old.

3. A rental location agent shali not be concurrently
registered with more than one rental localion agency.

4. The applicant shall not have been convicied in any
jurisdiction of a misdemeanor involving mora!
turpitude, sexual offense, drug distribution or physics
injury, or any felony. Neither shall the applicant have
been found to have viclated the fair housing laws of
any jurisdiction. Any plea of nole contendere shail he
considered a conviction for purposes of this paragraph.
The record of a conviction authenticated in such form
as to be admissible in evidence under the laws of the
jurisdiction where convicted shall be admissible as
prima facie evidence of such conviction.

§ 2.8. Rental location agency.

A, Each business cperating as a rental location agency,
whether in the form of a sole proprietorship, association,
partnership, or corporation, shall obtain from the board a
firm registration as a rental location agency.

B, Every rental location agency shall be supervised by a
supervising rental location agent designated by the agency
and registered with the board. The supervising rental
location agent shall have responsibility for supervising the
activities of the agency and all its registrants.

C. Each rental locaiion agent registration shall be issued
only t¢ the agency where the agent is affiliated or
employed. The supervising rental location agent shail keep
such registrations in his cusiody and control for the
duration of the agent’s empliovment or association with
that agency.

D. When any rental location agent is discharged or |
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any way terminates his employment or affiliation with an
agency, it shall be the duty of the supervising rental
focation agent to notify the board of the {ermination by
returning the registration by certified mail to the beard
within 10 calendar days. The supervising rental location
agent shall indicate on the regisiration the date of
termination, and shall sign the regisiration before returning
it.
§ 2.9. Application and registration fees.

All application fess for licenses and registrations are
noarefundable and the date of receipt by the board or its

agent is the date whick will be used to determine
whether or not it is on time .

A. Application fees for original licenses or registrations
are as follows:

Salesperson by education and examination ........ $50
Salesperson by reciprocity ..........ciciivivvienens $ 75
Broker by education and examination ............ 70
Broker by reciprocity ............oiiiiiiiinnnnn, $ 100
Broker concurrent license ...................oeo.... $60
Rental location agent ... i, $ 60
Rental location 8EENCY ..........vvvrivrrironnnnnns $ 100
Firm HCENSE ....vivvviinivreiinrinrirnrnnraenaens $ 100
Branch office license .............ccccial. $ 50
Transfer application .............cocoiieeeienienn.. $ 35
Activate application ....... ... ... iiiiiiiiiiiiien.s $ 35
Certification of licensure .....................oecene § 35
B. Examination fees are as follows:
Preregistration for sales and brekerss ... ...~ 5
Eate registrotion for sales and brokers ...........- 525
Wall-in registiration for soles and brekers ......... $27
Registration for sales and brokers ............. S68.50

Additional fee for phone or “fax” registrations § 5.00

PART IIL
RENEWAL OF LICENSE/REGISTRATION.

§ 3.1. Renewal required.

“7H Licenses issued under these regulations for salespersons,

brokers, and firms shall expire two vears from the last
day of the month in which they were issued, as indicated
on the license. Registrations issued under these regulations
for rental location agents and rental location agencies shall
expire every two years on June 30.

§ 3.2. Qualification for renewal.
A. Continuing education requirements.

As a condition of renewal, and pursuant to § 54.1-2105
of the Code of Virginia, all acfive brokers and
salespersens either active or imgelve |, resident or
nonresident, except those called to active duly in the
Armed Forces of the United States, shall be required io
satisfactorily complete a course of not less than six
classroom hours during each licensing term. Active
licensees called to active dutly in the Armed Forces of the
United States may complete this course within six monihs
of their release from active duty. Inaciive brokers and
salespersons are not required to complete the comtimuing
education course as a condition of renewal (see § 2.6,
Activation of license).

1. Schools and instructors shall be those as required
under § 54.1-2105 of the Code of Virginia, and § 7.2 of
these regulations.

2. The specific course content and curriculum shall he
prescribed and approved by the board. The course
carriculum shalt be provided to each school in final
formm prior to the course offering and updated
periodically to reflect receni developments in Ilederal,
state, and local real estate law, regulations and case
decisions.,

a. Coniinuing education courses offered in other
jurisdictions must meet Virginia’s statutory
requirements and must conform to the hoard's
specifically prescribed course contenf and
curriculum as described in § 54.1-2105 of the Code
of Virginia. Such courses must be approved in
advance of offering to be certified for course credit
for licenses.

b. Correspondence courses will not be approved for
credit for continuing education.

3. Attendance. Credit for confinuing education course
completion is to be given only for aitendance in its
entirety. It will be the instructor's responsibility to
ensure compliance with this regulation.

4. Certification of course completion. It shall be the
responsibility of the licensee to provide continuing
education course completion -certification. Proof of
course completion shall be made on a form prescribed
by the board. Failure to provide course completion
certification will result in the license nol being
renewed and reinstatement will therefore be required.
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5. Credit earned by instructors. Instructers who are
also licensees of the board may earn continuing
education c¢redit for teaching continuing education
courses. Verification of instructor compliance with the
continuing education course reguired must be verified
by the director or dean of the school at which the
course was taught.

B. Applicants for renewal of a license shall meet the
standards for entry as set forth in §§ 22 J, 22 3 and 2.2
4 of these ragulations.

§ 3.3. Procedures for renewal.

A, The board will mail 3 renewal application form to
the licensee or registrant at ithe last known home address.
The board will mail a firm renewal notice to the business
address of the firin. These notices shall ouiline the
procedures for renewal. The bhoard will notify the firm 30
days afier the expiration of the licenses of salespersons
and brokers associated with the firm. Failure to receive
these notices shall not relieve the licensee or the
registrant of the obligation to renew.

B. Prior to the expiration date shown on the license or
registration, each licensee or registrant desiring to renew
his license or registration shall return to the hoard the
renewal application forms and the appropriate fee as
cutlined in § 3.4 of these regulations.

§ 3.4, Fees for renewal.

All fees for renewals are nonrefundable , and the date
of receipt by the board or ils agent is the date which will
be used io determine whether or not if is on time, and
are as follows:

SAIESPEISON .. iteitiiiinreeearieearanrnerrerinns $ 50
23711 T $70
Concurrent broker ..........ociiiiiiiiien, $86 $70
211 $ 100
Rental location agent .........oovviiiiiiiiiiiiennns $ 60
Rental location 8gency .........cooiviiiiiniinnn.. $ 100
Branch office .......oiciiiiiiiiiii § 50

§ 3.5. Board discretion to deny renewal.

The board may deny renewal of a license for the same
reasons as it may refuse initial licensure or discipline an
extant license,

PART IV,
REINSTATEMENT.

§ 4.1, Failure to renew; reinstatement required.

A. All applicants for reinstatement must meet alk
requirements set forth in §§ 3.2 A and 3.2 B of these
regulations. Applicants for reimstatement of an active
license must have completed the contining education
requirement prier to the license expiration dete: H the
condinuing eduecation reguirement was set compleied
during that leensing ferm; then the individusl is net
cligible for reinslolernent ond wmust reapply 85 2 new
applieart in order to reinstale the license, Applicants for
reinstatement of ar inactive license are nof reqguired fo
complete the continuing educaition requirement for Hcense
reinstatement .

B. Additienal fees for reinsintement are regiired as
follows:

+ If the renewal fee i not received by the board
within 30 days of the expiration date noted on the
license or registration, a reinstalement fee egquet ie
twice the renewal fee is reauired of $200 is required .

%I-ft-befemsta%eme&tfee}sﬁetfeeeweébythe

mfeufmesthema}#eeﬁfeqﬁﬁed—

C. After 12 monihs, reinstatement iz not possible under
any circumstances and the applicant must meet all current
educational and examination requirements and apply as a
new applicant.

D. While a license may be reinstated with additional fee.
for up to one year fellowing expiration, any real estate
activity conducted subsequent to the expiration shall
constitute unlicensed activity and may be subject to
prosecution under Chapter @ of Tifle 54,1 of the Code of
Virginia.

§ 4.2. Board discretion to deny reinstatement.

The board may deny reinsiatement of a license for the
same reasons as it may refuse initial licensure or
discipline an extani license,

PART V.
STANDARDS OF PRACTICE,

§ 5.1. Place of business,

A, Within the meaning and intent of § 54.1-2110 of the
Code of Virginia, a place of business shall he an office
where;

1. The principal broker, either through his own efioris
or through the efforts of his employees or associates,
regularly iransacts the business of a real estate broker
as defined in § 54.1-2100 of the Code of Virginia; and

2. The principal broker and his
associates can receive husiness
business calls to be made,

employees or
calls and direct
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{ B. No place of business shall be in a residence urless it
is separate and distinct from the living quarters of the
residence and is accessible by the public,

C. Each place of business and each branch office shall
be supervised and personally managed by an on-premises
real estate broker who shall supervise only that office and
shall be at the office or within easy access during regular
business hours.

D. Every individual, parinership, association, or
corporation acting as a real estate broker may display
signage on the ouiside of each place of business
maintained in the Commonwealth for the purpose of
transacting business as a real estate broker. If displayed,
the sign shall state the name of such individual,
partnership, association, or corporation, as set forth in the
license issued by the board, and contain the words ‘“real
estate,” “realty” or other words or phrases designating a

member of a generally recognized association or
organization of real estate brokers, whichever is
applicable.

E. Every principal broker shall have readily available in
the firm’s main place of business his license and the
license of every salesperson and broker associated with or
employed by the firm. The licenses shall be displayed
together, not individually, in such a manner that the public
can readily determine the names of the licensees.

'F. Notice in writing, accompanied by all the current
‘(icenses, shall be given to the board in the event of any
change of business name or location. Such notice shall be
mailed to the board within 10 days of the change of name
or location, whereupon the board shall reissue the license
for the unexpired period.

§ 5.2. Maintenance of licenses,

A. Salespersons and individual brokers shall at all times
keep the board informed of their current home address.
The board shall not be responsible for the licensee’s
failure to receive notices, communications and
correspondence caused by the licensee’'s failure 1o
promptly notify the board of any change of address. A
ficensee shall notify the board in a written form
acceptable to the board within 10 days of any change in
the licensee’s name in which they do business.

B. Salespersons and brokers shall only be issued a
license to the place of business of the sole proprietorship
or firm with which the salesperson or broker is affiliated
or at which such licensee is employed. The license shall
he issued after the sole proprietor or principal broker files
a written request on a form supplied by the board.

C. Salespersons and brokers on inactive status shall
receive written acknowledgement of payment from the
board at the time they renew their license, but no license
shall be issued since they are not affiliated with a sole
roprietorship or firm.

D. When any salesperson or broker is discharged or in
any way terminafes his employment or affiliation with a
sole proprietorship or firm, it shall be the duly of the sole
proprietor or principal broker fo return the license by
certified mail to the board so that it is received within 10
calendar days of the date of terminaticn. The sole
proprietor or principal broker shall indicate on the license
the date of termination, and shall sign the license before
returning it.

E. The board, upon receipt of a transfer application or
request for placement of a license on inactive status from
& salesperson or associate broker, will notify the former
principal broker of the licensee’s change of affilialion or
status at the firm's address of record. If the license has
not been received by the board by the date on which
above nofification is issued, then it shall be the duty of
the former principal broker to return the license by
certified mail to the board so that it is received within 10
calendar days of the date of the above notification.

F. All certificates of licensure in any form are the
property of the Real Estate Board. Upon termination of a
licensee, closing of a firm, death of a licensee, change of
licensee name or address such licenses must be returned
with proper instruction to the board within 10 days.

§ 53. Maintenance and management of escrow accounis
and financial records.

A, Maintenance of escrow accounts.

1. If money is to be held in escrow, each firm or sole
proprietorship shall mainiain in the name by which it
is licensed one or more separate escrow accounts in a
federally insured depository in Virginia into which all
down payments, earnest money deposits, money
received upon final settlement, rental payments, rental
security deposits, money advanced by a buyer or
seller for the payment of expenses in conmnection with
the closing of real esiate {iransactions, money
advanced by the broker’s principal or expended on
behalf of the principal, or other escrow funds received
by him or his associates on behalf of his principal or
any cother person shall be depesited uniess all parties
to the transaction have agreed otherwise in writing
The principal broker shall and the supervising broker
may be held responsible for these accounts, All such
accounts , checks and bank siafements shall be
labeled ‘“escrow” and the account(s) shall be
designated as ‘“escrow” accounis with the Iinancial
institution where such accounts are established.

2, Funds to be deposited in the escrow account wili
necessarily include moneys which shall uitimately
belong to the licensee, hut such moneys shall be
separately identified in the escrow account records
and shall be paid to the firm by & check drawn on
the escrow account when the funds become due to the
licensee. The fact that an escrow account contains
money which may ultimately belong to the licensee

Vol. 8, Issue 2

Monday, October 21, 1991

233



Proposed Regulations

does nof constitute “commingling of funds” as set
forth by § 6.12 5 of these regulations, provided that
there are periodic withdrawals of said funds at
intervals of not more than six months, and that the
licensee can at all times accurately identify the totfal
funds in that account which belong io the licensee and
the firm.

3. If escrow funds are used to purchase a certificate
of deposi{, the pledging or hypothecation of such
certificate, or the absence of the original certificate
from the direct conirel of the principal or supervising
broker, shall constifute commingling as prohibited by §
6.12 5 of these regulations.

B. Disbursement of funds from escrow accounts.

1. Upon acceptance of a coniract (ratification), earnest
money deposits and down payments received by the
principal or superviging broker or his associates shali
be placed in an escrow account and shall remain in
that account until the transaction has been
consummated or terminated. In the event the
transaction is not consummated, the principal or
supervising broker shall hold such funds in escrow
until (i) all pasties principals (0 the iransaction have
agreed in writing as to their disposition, or (ii) a
court of compeient jurisdiction orders such
disbursement of the funds, or (iii) the broker can pay
the funds to the parly principal to the fransaction
who is entitled to receive them in accordance with
the clear amd explicit terms of the contract which
established the deposit. In the lafter event, prior to
disbursement, the broker shall give written notice to
each party principal fo the tramsaction by either (i)
hand delivery receipted for by the addressee, or (ii)
by regular and certified mail, that this payment will
be made unless a wrillen protest from that party
principal to the transaction is received by the broker
within 30 days of the delivery or mailing, as
appropriate, of that notice. A broker who has carried
out the above procedure shall be construed to have
fulfilled the requirements of this regulation.

2, Unless otherwise agreed in writing by all parties
principals to the iransaction, a licensee shall not be
enfitled to any part of the earnest money deposit or
to any other money paid fo the licensee in connection
with any real esiate t{ransaction as part of the
licensee’s commission unfil the transaction has been
consummated.

3. On funds placed in an account bearing inierest,
written disclosure at comtract or Jease writing shall be
made to the principals inveolved in the (ransaction
regarding the disbursement of interest.

4, A licensee shall not disburse or cause {o be
disbursed moneys from & an escrow or properiy
management escrow account unless sufficient money is
on deposit in that account to the credit of the

individual client or property involved.

5. Unless otherwise agreed in writing by all parties
principals to the transaction, expenses incidental io
clesing a transaction, e.g, fees for appraisal,
insurance, credit report, efc., shall not be deducted
from a deposit or down payment.

C. Maintenance of financial records.

1. A complete record of financial transactions
conducted under authoriiy of the principal broker’s
Virginia license or the rental location agent’s
registration shali be maintained in the principal
broker’s place of business, or in a designated branch
office, or in the office of the renial location agency.
When the principal broker’s office or the main office
of the rental location agency is located outside of
Virginia and the firm has a branch office in Virginia,
these records shall be mainfained in the Virginia
office. These records shall show, in addition to any
other requirements of the regulations, the following
information: from whom money was received; the date
of receipt; the place of deposit; the date of deposit;
and, after the transaction has been compleied, the
final disposition of the funds.

2, The principal broker shall maintain a bookkeeping
system which shall accurately and clearly disclose full
compliance with the reguirements ouflined in § 5.3 of
these regulalions. Accounting records which are in
sufficient detail to provide necessary information to-
determine such compliance shall be maintained.

§ 5.4. Advertising by licensees.

The name under which the broker does business and the
manner in whick the broker advertises shall not imply
that the property listed or marketed by the broker for
others is “for sale by owner.” A broker shall not advertise
in any newspaper, periodical, or sign to sell, buy,
exchange, rent, or lease property in a manner indicating
that the offer to sell, buy, exchange, reni, or lease such
property is being made by a person not licensed as a real
estate broker. No advertisement shall be inserted in any
publication where only a post office box number,
tetephone number, or streel address appears. Every
broker, when advertising real estate in any newspaper or
periodical, shall affirmatively and unmistakably indicate
that the parly advertising is a real estate broker.

A, Definitions.

The following definiiions apply unless a different
meaning is plainly required by the context:

“Advertising” means any comrmunication, whether oral
or written, beiween &g licensee or an entity acting on
behalf of one or more licensees and any other person or
business enfity. It shall include, but is not limited to,
telephonic communications, ingignias, business cards,

Virginia Register of Regulations

234



Proposed Regulations

advertisements, telephone directory, listing agreements,
contracts of sale, billboards, signs, letierheads, as well as
radio, television, magazine, and newspaper advertisements;
and

“Institutional advertising” means advertising in which
neither the licensed name nor any other identification of
any licensed individual is disclosed, no real property is
identified, and a service mark is identified.

“Service mark” means the trade name, service mark, or
logo, whether or not registered under any federal or state
law, which is owned by an entity other than the licensee
and which the licensee has obiained permission to use
through agreement, license, franchise, or otherwise;

B. Every ssiespersen eof assecigte broker [ficensee is
prohibited from advertising and marketing under the
licensee’s own name (excepi for sole proprietors trading
under the principal broker's own naome) in any manner
offering on behalf of others to buy, sell, exchange, rent, or
lease any real property. Al advertising and marketing
must be under the direct supervision of the principal
broker or supervising broker and in the name of the firm.
The name of the #rm firm's licensed name must be
clearly and legibly displayed on all display signs and other
{ypes of advertising and marketing and must be printed =
as&eeq&a}teefgfeatﬁ%h&ﬂthes&ee#memmeeéme
gselesperson of breker .

1 C. Notwithstanding the above restrictions, where a
selespersen or assecinte broker ficensee is the owner of or
has any ownership inferest in the property being
advertised, the licensee shall advertise with the notice that
the owner is a real estate licensee, but such advertisement
must not indicate or imply that the licensee is operating a
real estate brokerage husiness,

D. Service marks and institutional advertising.

1. All institutional advertising shall state that the
service being advertised is real estate brokerage, and
shall state, if applicable, that each licensed firm or
sole proprietorship displaying or using the service

mark is an independently owned and operated
business.
2. Disclosure that the Ilicensed firm or sole

proprietorship is independently owned and operated
shall not be required in the following categories of
written noeninstitutional advertising:

a. “For sale” and “for lease™ signs located on the
premises of specific properiy for sale or lease,

b. Advertising by a licensed firm or sole
proprietorship in newspapers, magazines, or other
publications of a single specific property for sale or
lease when the advertisement occupies no more
than 28 of the standard classified advertising lines
of the newspaper, magazine, or other publications in

which the advertisement is published;

¢. Telephone directory advertisements gdisclosing that
the licensed brokerage firm or sole proprieforship is
independently owned and operated is required in
“display” advertisements and in “in  column
informational” or “business card” advertisements, or
their equivalent, appearing in telephone directories.

3. In oral, noninstitutional advertising, the speaker
shall disclose affirmatively the licensee’s name, and
except in the case of telephone communication, shall
disclose that the licensed firm or sole proprietorship is
independently owned and operated.

PART VL
STANDARDS OF CONDUCT.

§ 6.1. Grounds for disciplinary action.

The board has the power to fine any licensee or
registrant, and to suspend or revoke any license or
registration issued under the provisions of Title 54.1,
Chapter 21 of the Code of Virginia, and the regulations of
the board, at eny time after & hearing cendueted pursuant
to the previsions of the Administrative Process def; Fille
9, Chapter 1121 of the Code of Wirginie where the licensee
has been found to have viclated or cooperated with others
in- violating any provision of Title 54.1, Chapter 21 of the
Code of Virginia, or any regulation of the board.

§ 6.2, Disclosure of interest.

A, If a seftine agent or listing agemt licensee knows or

should have known that he, any member of his family, his
firm, any member of his firm, or any entity in which he
has an ownership interest, is acguiring or atiempting to
acquire real property through purchase or lease and the
licensee is a party to the transaction , the agent must
disciose that information to the owner in writing in the
eontraet offer fo purchase or lease .

B. A licensee selling or leasing property in which he has
any interest must disclose that he is a real estate licensee
to any purchaser or /essor in writing in the centvaet offer
to purchase or lease .

§ 6.3. Disclosure of agency relationships.

A All licensees shall promptly disclose their agency
relationship{s) to all actual and prospective buyers and
sellers ; lessors and lessees and opticnors and optienees in
these ways:

A 1. As soon as the licensee has substantive
discussions about specific property(ies) with a
principal or prospective principal, the licensse shall
disclose to the principal or prospective principal the
person{s) whom the licensee represenis in a
principal-agency relationship; and
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B. 2 Further, this disclosure shall be made in writing
ai the earliest practical time, but in any case not later
than the time when specific real estafe assistance is
first provided. This written disclosure shali be
acknowledged by the principals.

B. All licensees shall prompily disclose their agency
relationships to all actual and prospective lessors and
lessees In the following way:

1. A disclosure statement shall be included in writing
in all epplications for lease or in the lease itself,
whichever occurs first;, and

2. The disciosure requirement shall not apply to
lessors and lessees in single or muldtifamily residential
units on leases of less than two months.

§ 6.4. Licensees dealing on own account.

Any lcensee failing to comply with the provisions of
Title 54.1, Chapter 21 of the Code of Virginia or the
regulations of the Real Estate Board in performing any
acts covered by §§ 54.1-2100 and 54.1-2101 of the Code of
Virginia, may be charged with improper dealings,
regardiess of whether those acts are in the licensee’s
personal capacily or in his capacity as a real estate
licensee.

§ 6.5. Provision of records to the board.

A licensee of the Real Esiate Board shall upon request
or demand, prompily produce to the board or any of iis
agents any document, book, or record in a licensee’s
possession comcerning any real estate transaction in which
the licensee was invelved as a broker oF salespersen , or
for which the licensee is required fo maintain records for
inspection and copving by {he board or iis agents. These
reeords shall be made svaileble at the Heensees place of

§ 6.6. Unworthiness and incompetence,

Actions constituting unworthy and incompetent conduct
inciude:
false fraudulent

1. Obtaining a license

representation;

by or

2. Holding more than one license as a real estate
broker or salesperson in Virginia except as provided
in these regulations;

3. As a currently licensed real estate salesperson,
sitting for the licensing examination for a salesperson’s
license;

4. As a currently licensed real estate broker, sitiing
for a real estate licensing examination;

5. Having bheen convicted or found guilty regardless of

adjudication in any jurisdiction of the United States of
a misdemeanor involving moral turpitude, sexual
offense, drug distribution or physical injury, or any
felony there being no appeal pending therefrom or the
time for appeal having elapsed. Any plea of nolo
contendere shall be considered a conviction for the
purposes of this paragraph. The record of a conviciion
certified or authenticated in such form as to be
admissible in evidence of the laws of the jurisdicHon
where convicted shall be admissible as prima facie
evidence of such guili;

6. Failing to inform the board in writing within 30
days of pleading guilly or nolo contendere or being
convicted or found gunilly of any felony or of a
misdemeanor involving moral turpiude, sexual offense,
drug distribution or physical injury;

7. Having been found in a court or an administrative
body of competent jurisdiction t¢ have viclated the
Virginia Fair Housing Act, the Fair Housing Laws of
any jurisdiction of the United States including without
limitation Title VIIi of the Civil Righis Act of 1968, or
the Civil Rights Act of 1866, there being no appeal
therefrom or the time for appeal having elapsed; and

8. Failing to act as a real estaie broker or salesperson
in such a manner as to safeguard the interests of the
public, or otherwise engaging in improper, fraudulemt,
or dishonest conduct.

§ 6.7. Conilict of inferest.
Actions constituting a conflict of interest include:

1. Being employed by, affiliaied with or receiving
compensation from a real estate broker other than the
licensee’s principal broker, withoui the writien consent
of the principal broker;

2. Acting for more than one party in a transaction
without the written consent of all principais for whom
the licensee acts;

3. Acting as an agent for any principal in a real
estate iransaction outside the licensee’s brokerage
firm(s) or sole proprietorship{s).

§ 6.8. Improper brokerage commission.

Actions resulting in an improper brokerage commission
include:

1. Paying a comimission or other vaiuable
consideration to any person for acts or services
performed in viclation of Title 54.1, Chapter 21 of the
Code of Virginia, or these regulations; provided,
however, that referral fees and shared commissions
may be paid to any real estate firm licensed in this
or anoiher jurisdiction, or to any referral firm in the
United States, the members of which are brokers

Virginia Register of Regulations

236



Proposed Regulations

. licensed in this or another jurisdiction and which only
disburses commissions or referral fees to its licensed
member brokers;

2. Notwithstanding the provisions of § 54.1-2102 of the
Code of Virginia, accepting a commission or other
valuable consideration, as a real estate salesperson or
associate broker, for the performance of any of the
acts specified in Title 54.1, Chapter 21 of the Code of
Virginia or the regulations of the board, from any
person except the licensee’s principal broker at the
time of the transaction;

3. Receiving a fee or portion thereof including a
referral fee or a commission or other valuable
consideration for services required by the terms of the
real estate contract when such costs are to be paid by
either one or both principals to the transaction unless
such fact is revealed in writing to the principal(s)
prior to the time of ordering or contracting for the
services;

4, Offering or paying any mongy or other valuable

consideration for services required by the terms of the
real estate contract to any party other than the
principals to a transaction which results in a fee being
paid to the licensee; without such fact being revealed
in writing to the principal(s) prior to the time of
ordering or contracting for the services.

5. Making a listing contract or lease which provides
for a “net” return to the seller/lessor, leaving the
licensee free to sell or lease the property at any price
he can obtain in excess of the "net” price named by
the seller/lessor;

6. Charging money or other valuable consideration to
or accepting or receiving money or other valuable
consideration from any person or entity other than the
licensee's principal for expenditures made on behalf of
that principal without the written consent of the
principal.

§ 6.9. Improper dealing.

Actions constituting improper dealing include:

1, Making an exclusive agency coatract or an
exclusive right-to-sell contract which does not have a
definite termination date;

2. Offering real property for sale or for lease without
the knowledge and consent of the owner or the
owner’s authorized agent, or on any terms other than
those authorized by the owner or the owner’s
authorized agent;

3. Placing a sign on any property without the consent
of the owner of the property or the owner’s
authorized agent;

4, Causing any advertisement for sale, rent, or lease to
appear in any newspaper, periodical, or sign without
including in the advertisement the name of the firm
or sole proprietorship;

5. Acting in the capacity of settlement agent in a real
estate closing by a salesperson, except:

a. When the salesperson is under the direct
supervision of the principal/supervising broker;

b. When the salesperson is under the direct
supervision of a licensed officer of the corporation
or a licensed partner of the partnership under
which the salesperson is licensed;

¢. When the settlement agent is a member of the
Virginia State Bar or a law firm, the members of
which are members of the Virginia State Bar; or

d. When the settlement agent is a title insurance
company or an agency thereof or a firm regularly
engaged in the husiness or closing real estate
transactions;

§ 6.10. Misrepresentation/omission.

Actions constituting misrepresentation or omission, or
both, include: ‘

1. Using “bait and switch” tactics by advertising or
offering real property for sale or rent with the intent
not to sell or rent at the price or terms advertised,
unless the advertisement or offer clearly states that
the property advertised is limited in specific quantity
and the licensee or regisirant did in fact have ai least
that quantity for sale or rent;

2. Failing to disclose in a timely manner to a
prospective purchaser/licensee, or seller/lessor, any
material information related to the property
reasonably available to the licensee or registrant;

3. Failing as a licensee to promptly tender to the
buyer and seller every written offer or counter-offer
to purchase obtained on the property involved;

4. Failing to include the complefe terms and
conditions of the real estate transaction in any offer
fo purchase or rent, including identification of all
those holding any deposits;

5. Knowingly making any false statement or report, or
willfully misstating the value of any land, property, or
security for the purpose of influencing in any way the
action of any lender upon:

a. Applications, advance discounts, purchase
agreements, repurchase agreements, commitments or
loans;
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b. Changes in terms or extensions of time for any of maintenance of escrow funds include:
the items listed in § 6.10 5 whether by renewal,
deferrment of action, or other means without the
prior written consent of the principals to the

transaction;

1. Failing, as a principal or supervising broker, o
retain for a period of three years froin the date of
the closing a complete and legible copy of each
contract and agreement, notice and closing statement
related to a4 real estale iransaction, and all other
documents maierial to that transaction available and
accessible to the broker;

¢. Acceptance, release, or substitution of security for
any of the items listed in § 6.10 5 a without the
prior written consent of the principals to the
transaction.

2. Having received moneys on behal{ of others and
failed to maintain a complete and accurate record of
such receipts and their disbursements for a pericd of
three years from the date of the closing;

6. Making any misrepresentation; and

7. Making a false promise through agents,
salespersons, advertiging, or other means,

3. Failing, within a reascnable time, to accouni for or
to remit any moneys coming into a licensee’s
possession which belong to others;

§ 6.11. Delivery of instruments.

Actions constituting improper delivery of instruments

include: 4. Accepting any note, nonnegotiable instrumeni, or

1. Failing t¢ make prompi delivery to each party to a
document complete and legible copies of any written

peinted listings, econiraels; residential leases;
&ddeﬁd& or other agrecments being negolisted by @
salespersen oF broker af the #Hme suek lighings;
centracts; residential leases; addemda er ether
apreementy signed by the perties are seeured offers fo
lease, offers to purchase, cournteroffers, addenda and
ratified agreements ;

% Feiling to meke prompt delivery of fully exeeuted
capies of the conltract or lease; and addends sipned by
the purchaserfessee; to  both
purchaserHessee and selerfesser after obtaining a
proper aceeptance of the offer to purchase orF rent;

anything of vaiue net readily negotiable, as a deposit
on a contract, offer to purchase, or lease, without
acknowledging its acceptance in the agreement; and

5. Commingling the funds of any person by & principal
or supervising broker or his employees or associates
with his own funds, or those of his corporation, firm,
or association; er failure to deposit such funds i an
aceount or tecounis designated to reeeive only stch
funds as required by these regwlaiions; see § 538 4 -1—

and

6. Failure to deposit such funds in an account or
accounts designated fo receive only such funds as
required by these regulations (see § 5.3 A I).

§ 6.13, Rental location agents,
% 2 Failing to provide in a timely manner to all
parties to the (ransaction written notice of any
material changes to the iransaction,

Actions constituting
location agent include:

improper activities of a rental

Actions constituting

4; 3. Failing to deliver to the seller and buyer, at the
time a real estate transaction is compieted, a complete
and accurate staiement of receipts and disbursements
of moneys received by the licensee, duly signed and
certified by the principal or supervising broker or his
authorized agent; provided, however, if the transaction
is closed by a setflement agent other than the licensee
or his broker, and if the disbursement of moneys
received by the licensee is disclosed on the applicable
settlement statement, the licensee shall not be
required to provide the separate statement of receipts
and disbursements; and

§: 4. Refusing or failing without just cause to
surrender to the rightful owner, upon demand, any
document or instrument which the licensee possesses.

§ 6.12. Record keeping and escrow funds.

improper record Keeping and

1. Accepting or agreeing to accept any fee as a renial
location agent without giving the person paying or
agreeing to pay such fee a coniract or receipt in
which the agent sets forth a definife termination date
for the services fo be provided. The termination date
shall not be later than one year from the date of the
original agreement or acceptance of a fee. The renial
location agent shall agree in the contract or receipt to
repay, upon request, within 10 days of the expiration
date, any amount of fee collected over and above the
sum of the service charge if no rental is obtained.
The rental location agent shall further agree in the
contract or receipt that if rental information provided
by the agent is not current or accurate, the fuil fee
shall be repaid upon request within 10 days of the
delivery of the inaccurate rental information;

2. Referring, as a rental location agent, a prospective
tenant to any property for which the agent has not
verified the availability of the property within sever
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working days prior to the referral; and

3. ¥ailing, as a rental location agent, to mainiain a
written tegistry of all lists of rentals provided to
customers and of all advertisements published or
caused to be published by the agent, together with the
address of the property listed or advertised, the date
of verification of the availability, and the name,
address, and ielephone number, if any, of the party
who offered the property for renf. This registry shall
be kept for a period of three years from the date of
the lists or the publication of any advertisement listed
in it

§ 6.14. Principal or supervising broker's responsibility for
acts of Heensees,

Any unlawiul act or viclation of any of the provisions of
Title 54.1, Chapier 21 or of Title 36, Chapter 5 of the
Code of Virginia or of the regulations of the board by any
real estate salesperson, emaployee, partner or affiliate of a
principal o supervising broker, may not be cause for
disciplinary action against the principal or supervising
broker unless it sppears o the satisfaction of the board
that the principal or supervising broker knew or should
have known of the unlawful act or viclation.

§ 4.15
licensees.

Effect of disciplinary action on subordinate

tetion by the board resulting in  the revocation,

pension, or denial of renewal of the license of any
principal broker or sole proprietor shall automatically
resuli in an order that the lcenses of any and all
individuals affiliated with or employed by the affected
firm be returned o the board until such time as they are
reissued upon the wrilten redquest of a sole proprietor or
principal broker pursuant to § 5.2 B.

PART VIL
SCHOOLS.

§ 7.1. Definitions.

As used in these regulations, unless a different meaning
is plainly required by the context

“Aocredited colleges, universities and community
colleges,” as used in § 54.1-2105 2 of the Code of Virginia,
means {hose accredited institutions of higher learning
approved by the Virginia Council of Higher Education or

listed in the Transfer Credit Practices of Designated
Educational Ingfitutions, published by the American
Association of Collegiaie Registrars and Admissions
Officers.

“Classroom hourfclock hour” means 60 minutes.

“Equivalent course” means any course encompassing the
principles and practices of real estate and approved by
g board.

“Proprietary school” means a privately owned school,
not under the authority of the Department of Education,
but approved by the Real Estate Board to teach real
estate courses,

§ 7.2. Proprietory school standards,

Every applicant to the Real Estaie Board for a
proprietary school certificate shail meet the following
standards:

A. Educational environment.

All schools must be in a building conducive to academic
purposes, with library facilities readily accessible to
students at times other than their regularly scheduled class
hours. Classroom arrangement should allow for
workshop-type instruction and small-group activity.
Facilifies must meet necessary building code standards,
fire safety standards, and sanitation standards.

B. Instructor qualifications.

Every applicant to the Real Estate Board for approval
as an instructor shail have one of the following
qualifications:

1. Baccalaureate degree in real estate, or in business
with a concentration in real estate or a closely related
field; or

2. Baccalaureate degree, a real estate license, and two
vears of discipline-free active real estate experience
within the past five years; or

3. Seven vyears of discipline-free active experience
acquired in the real estate field in the past 10 years
and an active broker’s license : ; or

4. Approval may be granted to an active Virginia
licensed attorney whose primary area of practice is
real estate law; or '

5. Qualified experts in a specific field of real estate
who will feach onlv in the area of their expertise. For
example, a licensed real estate appraiser, with at
least five years of active appraisal experience in
Virginia, may be approved to teach Real FEstate
Appraisals. Such applicants will be required fo furnish
proof of their expertise including, but not limited to,
educational transcripts, professional certificates and
letters of reference which will verify the applicants
expertise.

C. Courses.

All real estate courses must be acceptable to the board
and are required to have a monitored, final writien
examination.

D. All schools must establish and maintain a record for
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each student. The record shall include: the student’s name
and address; the course name and clock hours aftended;
and the date of successful completion. Records shall be
available for inspection during normal business hours by
authorized representatives of the board. Schools must
maintain all student and class records for o minimum of
Jive vears.

§ 7.3. Fees.

A. The application fee for original certificate for a
proprietary school shall be $100.

B. The renewal fee for proprietary school certificates
expiring annuaily on June 30 shall be $50.

C. The Board in its discretion may deny renewal of a
certificate. Upon such denial, the certificate holder may
request that a hearing be held.

§ 7.4. Posting scheol certificate of approval and
registration.

School certificates of approval and registration, and
instructor certificates must be displayed in each approved
school facility in a conspicuous place readily accessible to
the public.

§ 7.5, Withdrawal of approval.

The board may withdraw approval of any schoot for the
following reasons:

1. The school, instructors, or courses no longer meet
the standards established by the board.

2. The school solicits information from any person for
the purpose of discovering past examination questions
or questions which may be used in future
examinations.

3. The school distributes to any person copies of
examination questions, or otherwise communicates to
any person examinafion questions, without receiving
the prior written approval of the copyright cwner to
distribute or communicate those questions.

4, The school, through an agent or otherwise,
advertises its services in a fraudulent, deceptive or
misrepresentative manner.

5. Officials, insiructors or designees of the school sit
for a real estate licensing examination for any
purpose cther than to obtain a license as a broker or
salesperson.

§ 7.6. Course content of real
practices.

estate principles and

The following shall be included in the three four
-semester-hour or si% seven -quarter-hour course which

shall not have less than 45 60 classroom hours:
1. Economy and social impact of real estate
2. Real estate market and analysis
3. Property rights
4, Contracts
- 5. Deeds _
6. Mortgages and deeds of trust
7. Types of mortgages
8. Leases
9. Liens
10. Home ownership
1I. Real property and title insurance
12. Investment
13. Taxes in real estate
14, Real estate financing
15. Brokerage and agency contract responsibilities \
16. Real estate marketing ‘\
17. Real property management
18. Search, examination, and registration of title
19. Title closing

20. Appraisal of residential and income producing
property

21, Planning
condominiums

subdivision developments and

22. Regulatory statutes

23. Housing legislation

24, Fair housing statutes

25. Real Estate Board regulations
§ 7.7. Related subjects.

“Related subjects,” as referred to in § 54.1-2105 of the

Code of Virginia, shall be real estate related and shall
include, but are not limited to, courses in property

management, land planning and land use, business law,
real estate economics, and real estate invesimenis. :
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} 7.8. Required specific courses.

Brokerage shall be a required specific course with three
semesier hours or six quarter hours constituting a
complete course.

§ 7.9. Credit for broker-related courses.

No more than three semester hours or three quarter
hours of broker-related courses shall be accepted in lieu
of specific broker courses.

§ 7.10. Broker-related course approval procedure.

Schools intending to offer equivalent broker courses
must submit to the board for approval a copy of the
syllabus of the particular course with a cover letter
requesting approval. In addition, the school must
accompany these materials with a copy of a comparable
course syllabus from an accredited university, college, or
community college to establish equivatency.

NOTICE: The forms used in administering the Virginia
Real Estate Board Licensing Regulations are not being
published; however, the name of each form is listed below.
The forms are available for public inspection at the
Departmeni of Commerce, 3600 West Broad Street,
Richmond, Virginia, or at the Office of the Registrar of
Regulations, General Assembly Building, 2nd Floor, Room
:62, Richmond, Virginia.

General Instructions for Completion of All Real Estate
Application Forms

Real Estate Saleperson Application (RE% - 10/2/89)
Real Estate Broker Application (REIl - 10/2/89)
Real Estate Concurrent Broker Application (REL(}
10/2/89)

Rental Location Agent Repistration Application (RES -
18/2/89)

Rental Location Agency Application (RES - 10/2/89)
Real Estate Business License Application (RE7 -
10/2/89)

Real Estaie Branch Office Application (RE12
10/11/8%) :
Real Estate Activate Application

Real Estate Transfer Application
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Roman type indicates existing text of regulations. falic fype i
indicates texi to be delefed. [Bracketed language] indicates a substantial change from the proposed text of the

ndicates new text. Language which has been stricked

DEPARTMENT OF HOUSING AND COMMUNITY
DEVELOPMENT (BOARD OF)

REGISTRAR’S NOTICE: This regulation is excluded from
Article 2 of the Administrative Process Act in accordance
with § 9-6.14:4.1 C 4(a) of the Code of Virginia, which
exciudes regulations that are necessary to conform to
changes in Virginia statutory law where no agency
discretion is involved. The Department of Housing aand
Community Development will receive, consider and
respond to petitions by any inierested person at any time
with respect to reconsideration or revision.

Title of Regulation: VR 334-01-36. Virginia Statewide Fire
Prevention Code/1880.

Statutory Authority: § 27-97 of the Code ef Virginia.
Effective Daie: December 1, 1981,
mimna

This action incorporates new text of § 27-97 of the
Code of Virginia info the Statewide Fire Prevention
Code by creating an amendment to the BOCA Natignal
Fire Prevention Code, which has been adopted by
reference for use in the siatewide code. The new
section is F-706.4 located in Addendum 1 of fhe
regilation and requires an annual fire drill in all
high-rise buildings. The amendmenf is pursuant to
Chapier 53 of the 1991 Acts of Assembly.

Prevention

VR 394-01-066. Fire

Code/1590.

Virginia Statewide

ARTICLE 1.
ADMINISTRATION AND ENFORCEMENT.

SECTION F-100.0.
GENERAL.

F-100.1. Title, These regulations shall be known as the
Virginia Statewide Fire Prevention Code. Except as
otherwise indicated, SFPC or code shall mean the 1996
edition of the Virginia Statewide Fire Prevention Code.

F-100.2. Authority. The SFPC is adopted according to
regulatory authority granted the Board of Housing and
Community Development by the Statewide Fire Prevention
Code Act, Chapter 9, Tiile 27, §§ 27-94 through 27-101 of
the Code of Virginia.

¥-100.3. Adoption. The SFPC was adopted by order of the
Board of Housing and Community Development ot January

28, 1991, This order was prepared according to the
requirements of the Adminisirative Process Act. The order
is maintained as part of the records of the Department of
Housing and Community Development and is available for
public inspection.

F-100.4. Effective date. The SFPC shall become effective
on April 15, 1981.

F-100.5. Effect on other codes. The SFPC shall apply to all
buildings and structures as defined in the Uniform
Statewide Building Code Law, Chapter 6, Title 36, Code of
Virginia. The SFPC shall supersede the fire prevention
regulations previously adopted by local government or
other political subdivisions. When any provision of this
code is found to be in conflict with the Uniform Statewide
Building Code, OSHA, or applicable laws of the
Commonwealth, that provision of the SFPC shall become
invalid. Wherever the words “building code” appear, it
shall mean the building code in effect at the fime of
construction.

E-100.6. Purpose. The purpose of the SFPC is to provide
statewide standards for optional lecal enforcement tr
safeguard life and property from the hazards of fire oi
explosion arising fromn the improper maintenance of life
safety and fire prevention and protection materials,
devices, systems and structyres, and the unsafe storage,
handling and use of substances, materials and devices,
including explosives and blasting agents, wherever located,

F-100.7. Application to post-Uniform Statewide Building
Code (USBC) buildings. Egress facilities, fire protection,
puili-in fire protection equipment, and other fire safety
features in such buildings shall be maintained in
accordance with the requirements of the USBC in effect at
the time the building or structure was constructed.

F-100.8. Application to pre-Uniform Statewide Building
Code (USBC) buildings. Pre-USBC buildings are those
buildings that were not subject to the USBC when
consiructed. Such buildings shall be maintained in
accordance with the Virginia Public Building Safety
Regulations (VR 394-01-05) which are hereby incorporated
into this code by reference, and other applicable
requirements of this code,

Note: The Virginia Public Building Safety Regulations
(VR 394-01-05), which were formerly contained in
Addendum 2 of this code, are available from the
Professional Services Office (DHCD), 205 Norih Fourth
Street, Richmond, VA 23219-1747.

F-100.9. Special provisions. The fire official shall require-
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al bulldings subject to the requirements of Section 109.0
i the Uniform Statewide Building Code, Volume II -
Building Mainienance Code, 199¢ Edition, shall comply
with the provisions of that section.

F-100.16. Exemptions for farm structures. Farm structures
not used for residential purposes shall be exempt from the
provisions of the SFPC.

SECTION F-101.0.
REFERENCED STANDARDS AND AMENDMENTS.

F-101.1. Adoption of model code. The following model
code, as amended by Sections F-101.2 and F-101.3, is
hereby adopted and incorporated in the SFPC.

The BOCA Nationa! Fire Prevention Code/1990 Edition,
published by: Building Officials and Code Administrators
International, Inc., 4051 West Flossmoor Road, Country
Club Hills, IL 60477.

F-101.2. Administrative and enforcement amendments to
the referenced model code. All requirements of the
referenced moedel code and standards that relate to
administrative and enforcement matters are deleted and
replaced by Article 1 of the SFPC,

F-101.3. Other amendments to the referenced model code.
The amendments noted in Addendum ! shall be made to
the specified articles and sections of the BOCA National
. Tire Prevention Code/1990 Edition.

{
- #-101.4. Limitation of application of model code. No
provision of the model code shall affect the manner of
construction, or materials to be used in the erection,
alteration, repair, or use of a building or structure.

SECTION F-102.0.
ENFORCEMENT AUTHORITY.

F-102.1. Enforcement. Any local government may enforce
the SFPC. The local governing body may assign
responsibility for enforcement of the SFPC to the local
agency or agencies of its choice. The State Fire Marshal
shall have authority to enforce the SFPC in jurisdictions in
which the local governments do not enforce the code. The
State Fire Marshal’s office shall be notified by the local
government when the fire official has been appointed. The
terms “enforcing agency” and “fire official” apply to the
agency or agencies respoensible for enforcement. The terms
“building official” or “building department” apply only to
the local building official or building department.

F-102.1.2. Modifications to the Virginia Public Building
Safety Regulations. In those localities enforcing the SFPC,
the fire official shall have the same authority to grant
modifications of the Virginia Public Building Safety
Regulations as is delegated to the Chief Fire Marshal.

- F-102.2. Qualifications. The local government shall establish
" fAualifications for the fire official and assistants.

Note: It is recommended that the fire official have at
least five years of fire prevention experience. The
certification programs offered by the Department of
Housing and Community Development, Department of
Fire Programs, and ETS/NFPA should be considered
when establishing qualifications.

F-102.3. Maintenance inspections. The fire official may
inspect all buildings, structures and premises to assure
compliance with this code or any other ordinance affecting
fire safety.

Exceptions: ‘
1. Single family dwellings.
2. Dwelling units in multi-family dwellings.

F-102.4. Right of entry. The fire official may enter any
siructure or premises when there is reasonable cause fo
believe that an unsafe condition exists. Proper credentials
shall be presented before entering occupied structures or
premises. Legal assistance may be redquested if eniry is
refused.

F-102.5. Coordinated inspections. The fire official shall
coordinate inspections and adminisirative orders with any
other state and local agencies having related inspection
authority, and shall coordinate with the local building
department on those inspections required by the USBC,
Volume I, for new construction, whea involving provisions
of the BOCA National Fire Prevention Code, so that the
owners and occupants will not be subjected to numerous
inspections or conflicting orders. Whenever the fire official
or an authorized representafive observes an appareni or
actual violation of the provisions of another law, ordinance
or code, not within the inspector’s authority to enforce, the
inspector shail report the findings to the official having
jurisdiction in order that such official may institute the
necessary measures.

Note: Section 110.6 of the USBC, Volume I, requires
the building official to coordinate those inspections
with the local fire official.

F-102.6. Records. The local fire official shall keep records
of fires, inspections, notices, orders issued, and other
matters as directed by the lecal government., Fire records
shall include information as to the cause, origin and the
extent of damage. Records may be disposed of in
accordance with the provisions of the Virginia Public
Records Act, (a) after iwenty years in the case of arson
fires, (b) after five years in nonarson fires, and (c¢) after
three years in the case of all other reports, notices, and
orders issued.

E-102.7. Relief from personal responsibility. The local
enforcing agency personnel shail not be personally liable
for any damages sustained by any person in excess of the
policy limits of errors and omissions insurance, or other
equivalent insurance obtained by the locality {0 insure
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against any action that may occur o persons or property
as a result of any act required or permitted in the
discharge of official duties while assigned to the
department as an employee. The fire official or hig
subordinates shall not be personally liable for cosis in any
~action, suit or proceedings that may be instituted in
pursuance of the provisions of the SFPC as a result of any
act required or permitted in the discharge of official
duties while assigned to the enforcing agency as an
employee, whether or not said cosis are covered by
insurance. Any suit instituted against any officer or
employee because of an act performed in the discharge of
the SFPC may be defended by the enforcing agency's legai
representative. The State Fire Marshal or his subordinates
shall not be personally liable for damages or costs
sustained by any person when the State Fire Marshal or
his subordinates are enforcing this code as part of their
official duties under Section F-102.1.

F-102.8. Local regulations. Local governmenis may adopt
fire prevention regulations that are more restrictive or
more exiensive in scope than the SFPC provided such
regulations are not more restrictive than the USBC and do
not affect the manner of construction, or materials to be
used in the erection, - alteration, repair, or use of a
building or structure.

F-102.9. Procedures or requirements. The local governing
body may establish such procedures or requiremenis as
may be necessary for the enforcement of the SFPC.

F-102.10. Conirol of conflict of interest. The minimum
standards of conduct for officials and employees of the
enforcing agency shall be in accordance with the
provisions of the State and Local Government Conflict of
Interests Act, Chapter 40.1 (§ 2.1-639.1 et seq.) of Title 2.1
of the Code of Virginia.

SECTION F-103.0.
DUTIES AND POWERS OF THE FIRE OFFICIAL.

F-103.1. General. The fire official shall enforce the
provisions of the SFPC as provided herein and as
interpreted by the State Building Code Technical Review
Board in accordance with § 36-118 of the Code of Virginia.

F-103.2. Notices and orders. The fire official shall issue ali
necessary nofices or orders to ensure compliance with the
SFPC.

F-103.3. Delegation of duties and powers. The fire official
may delegate duties and powers subject to any limitations
imposed by the local government, but shall be responsible
that any powers and duties delegated are carried out in
accordance with this code.

SECTION F-104.0.
PERMITS.

F-104.1, General. The fire official may require notification
prior fo activities involving the handling, siorage or use of

substances, materials or devices regulated by the SFPC; ¢
to conduct processes which produce conditions hazardou.
to life or property; or to establish a place of assembly.

F-104.1.1. State permits. The State Fire Marshal will not
issue permiis under the SFPC except that annual permits
shall be issued under Article 26, Explosives, Ammunition
and Blasting Agents.

F-104.1.2. Local permits. In thoge jurisdictions that enforce
the SFPC, the Fire Official shall issue permits as required
by Article 26, Explosives, Ammunition and Blasting Agents.

F-104.2. Permits required. The 1local fire official may
require permits to be obtained as specified in the model
code. Permits shall be made available to the fire official
upon request.

F-104.3. Application for permit, Application for a permit
shall be made on forms prescribed by the local fire
official.

F-104.4, Issuance of permits. Before a permit is issued, the
local fire official shall make such -inspections or tests as
are necessary to assure that the use and activities for
which application is made complies with the provisions of
this code.

F-104.5. Conditions of permit. A permit shall constitute
permission to store or handle materials, or to conduct
processes in accordance with the SFPC and shall not b
construed as authority to omit or amend any of th
provisions of this code. Permits shall remain in effect untii
revoked, or for such period of time specified on the
permit. Permits are not transferable,

F-104.6. Approved plans. Plans approved by the fire
official are approved with the intent that they comply in
all respects to this code. Any omissions or errors on the
plans do not relieve the applicant of complying with all
applicable requirements of this code.

F-104.7. Revocation of permit. The local fire official may
revoke a permit or approval issued under the SFPC if
conditions of the permit have been violated, or if the
approved application, data or plans coatain
misrepresentation as to material fact.

F-104.8. Suspension of permit. A permit shall become
invalid if the authorized activity is not commenced within
six months after issuance of the permit, or if the
authorized activity is suspended or abandoned for a period
of six months after the time of commencement.

F-104.9. Fees. Fees may be levied by the enforcing agency
in order to defray the cost of enforcement and appeals.
The fees listed in Table F-104.9 shall be levied on those
permits issued in accordance with F-104.1.1.

Table F-104.9.
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FEE SCHEDULE FOR EXPLOSIVES PERMITS
ISSUED BY THE STATE FIRE MARSHAL
Type of Permit Fee

T¢ possess, store or dispose of
explosives or blasting agents

$50.00 per year

To use explosives or blasting
agents

§75.00 per year

SECTION F-105.0.
LOCAL BOARD OF APPEALS.

F-105.1. Local board of appeals. Each local government
shall have a local bhoard of appeals as required by § 27-98
of the Code of Virginia, or it shall enter into an
agreement with the governing body of another county or
municipality or with some other agency, or a state agency,
approved by the Depariment of Housing and Community
Development to aci on appeals.

F-105.2. Membership. The local board of appeals shall
consist of -at least five members appointed by the local
government. Members may be reappointed.

Note: In order te provide contingity, it is

recommended that the t{erms of the local board

members be staggered so that less than half of the
. terms expire in any one year.
',ié‘-105.3. Qualifications of board members. Board members
sball be qualified by experience and training t¢ rule on
matters pertaining to building construction and fire
prevention. Employees or officials of the local government
appointing the board shall not serve as board members.

F-105.4. Officers of the board. The board shall select one
of its members to sgerve as chairman. The agency
enforcing the SFPC shall designate an employee from iis
agency to serve as secrefary to the board. The Secretary
shall keep a detailed record of all proceedings in
accerdance with Section F-102.6.

F-105.5. Alternates and absence of members. The local
government may appoint alternate members who may sit
on the board in the absence of any regular members of
the bhoard and, while sitting on the board, shall have the
full power and authority of the regular member. A
procedure shall be established for wuse of alternate
members in case of absence of regular members.

F-105.6. Control of conflict of interest. A member of the
board shall net vote on any question iavolving their
business or personal interests,

F-105.7, Notice of meeting. The board shall meet upon
notice of the chairman or at stated periodic meetings if
warranted by the volume of work. The board shall meet
within 30 calendar days of the filing of an appeal.

F-105.8. Application for appeal. The owner or occupant of
any building, structure or premises may appeal a decision
of the fire official, by submiiting written application within
10 calendar days of the decision, when it is claimed that:

1. The fire official has refused to grant a maodification
of the provisions of the code;

2, The intent of the code has been
interpreted:;

incorrectly

3. The provisions of the code do not fully apply,

4, The use of a form of compliance thai is equal to
or hetter than that specified in the code has been
denied.

F-105.9. Hearing open to public. All hearings shali be open
to the public and conducted in accordance with the
applicakle provisions of the Administrative Process Act, §
9-6.14:1 of the Code of Virginia.

F-105.10. Postponement of hearing. When a quorum (over
50%) of the board, as represented by members or
alternates, is not present to consider a specific appeal,
either the appellant, the fire official or their
representatives may, prior to the start of the hearing,
request a single postponement of the hearing of up to 14
calendar days.

F-105.11. Decision. A vote equivalent to a majority of the
quorum of the board is required to reverse or modify the
decision of the fire official. Every action of the beard
shall be by resolution. Certified copies shall be furnished
to the appellant and to the fire official.

F-105.12. Enforcement of decision. The fire official shail
take immediate action in accordance with the decision of
the board.

SECTION F-106.0,
APPEAL TO THE STATE BUILDING CODE
TECHNICAL REVIEW BOARD,

F-106.1. Appeal to the State Building Code Technical
Review Board. Any person aggrieved by a decision of the
local Board of Appeals who was a party to the appeal
may appeal to the State Building {ode Technical Review
Board. Application for review shall be made fo the State
Building Code Technical Review Board within 15 days of
receipt of the decision of the local appeals board by the
aggrieved party.

F-106.2. Appeal of decision of State Fire Marshal. Appeals
concerning the application of the code by the State Fire
Marshal shall be made directly to the State Building Code
Technical Review Board.

F-106.3. Control of conflict of interests. A member of the
board shall not vote on any question invelving his business
or personal interests,
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F-106.4. Enforcement of decision. Upon receipt of the
written decision of the State Building Code Technical
Review Board, the fire official shall iake immediate action
in accordance with the decision.

F-106.5. Court review. Decisions of the State Building Code
Techniical Review Board shall be final if no appeal is
made. An appea! from the decision of the State Building
Code Technical Review Board may be presented to the
court of the original jurisdiction in accordance with the
provisions of the Administrative Process Act, Article 4 (§
9-6.14:15 et seq.) of Chapier 1.1:1 of Title 9 of the Code of
Virginia.

SECTION F-107.0.
UNSAFE CONDITIONS.

F-167.1. General. The fire official shall order the following
dangerous or hazardous conditions or materials to be
removed or remedied in accordance with the SFPC:

1. Dangerous conditions which are liable te cause or
contribute tc the spread of fire in or on said
premises, building or structure or endanger the
accupants thereof.

2. Conditions which would interfere with the efficiency
and use of any fire protection equipment.

3. Obstructions to or on fire escapes, siairs,
passageways, doors or windows, liable to interfere with
the egress of occupants or the operation of the fire
department in case of fire.

4, Accumulations of dust or waste material in air
conditioning or ventilating systems or grease in
kitchen or oiher exhaust ducts.

5. Accumulations of grease on kitchen cooking
equipment, or oil, grease or dirt upon, under or
around any mechanical eguipment.

6. Accumulations of rubhish, waste, paper, boxes,
shavings, or other combustible materials, or excessive
storage of any combustible material.

7. Hazardous conditions ariging from defective or
improperly used or installed electrical wiring,
equipment or appliances.

8. Hazardous conditions arising from defective or
improperly used or insialied equipment for handling
or using combustible, explosive or otherwise hazardous
materials.

9. Pangerous or unlawful amounts of combustible,
explosive or otherwise hazardous materials,

10. All equipment, materials, processes or operations
which are in violafion of the provisions and intent of
this code.

F-107.2, Mainienance. The owner shall be responsible for,
the safe and proper maintenance of any building,
structure, premises or loi. In all new and existing buildings
and structures, the fire protection equipmeni, means of
egress, alarms, devices and safeguards reguired by the
USBC shall be maintained in a safe and proper operating
condition.

Note: Also see Sections F-501.4 and F-501.4.1 of this
code for further informaition.

F-107.3. Occupant responsibility. If an occupant of a
building creaies conditions in vielation of this code, by
virtue of storage, handling and wuse of subsiances,
materials, devices and appliances, the occupant shall be
held responsible for the abatement of said hazardous
conditions.

F-107.4. Unsafe buiidings. All buildings and structures that
are or shall hereafier become ungafe or deficient in
adequate exit facilities or which consiituie a fire hazard,
or are otherwise dangerous o human life or the public
welfare, or by reason of illegal or improper use,
occupancy or maintenance or which have sustained
structural damage by reason of fire, explosion, or natural
disaster shali be deemed unsafe huildings or struclures. A
vacant building, or portion of a building, unguarded or
open at door or window shall he deemed a fire hazard
and unsafe within the meaning of this code. Unsafe
buildings shall be reported te the bullding or maintenance
code official who shall take appropriate action under ths
provisions of the USBC, Volume I - New Construction Code-
or Volume II - Building Maintenance Code, to secure
abatement by repair and rehabilitation or by demolition.

F-107.5. Evacuation. When, in the opinicn of the fire
official, there is actual and polential danger o the
occupants or those in the proximity of any building,
structure or premises because of unsafe structural
conditions or inadequacy of any means of egress, the
presence of explosives, explosive fumes or vapors, or the
presence of foxic fumes, gases or materials, the fire
official may order the immediate evacuation of the
building, structure or premises. All notified occupanis shall
immediately leave the building, structure or premises, and
no person shall enter until authorized fo do so by the fire
official.

F-107.6. Unlawful continuance, It is deemed a violation of
the SFPC for any person to refuse to leave, interfere with
the evacuation of the other occupanis or continue any
operation after having been given an evacuation order
except such work as that person is directed to perform to
remove a violation or unsafe condition.

F-107.7. Notice of violation. Whenever the fire official
observes a violation of this code or ordinance under the
fire official’'s jurisdiction, the fire official shall prepare a
written notice of the violation describing the condition
deemed unsafe and specifying time limits for the required
repairs or improvements to be made to render fthr
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Juilding, structure or premises safe and secure. The
written notice of viclation of this cede shall be served
upon the owner, a duly authorized agent or upon tihe
occupant or other person responsibie for the conditions
under violaticn. Such notice of violation shall be served
either by delivering a copy of same to such persons by
mail to the last known post office address, by delivering it
in person, by delivering it to and leaving it in the
possession of any person in charge of the premises, or, in
case such person is not found upon the premisss, by
affixing a copy thereof in a conspicuous place at the
entrance door or avenue of access; such procedure shall
be deemed the equivalent of personal notice.

F-107.8. Failure to cerrect violatioms, If the notice of
violation is not complied with in the time specified by the
fire official, the fire official shall request the legal counsel
of the jurisdiction to instituie the appropriate legal
proceedings to restrain, correct or abate any notice of
violation which is not complied with in the specified time
or require removal or termination of the umlawful use of
the building or siructure. The local law enforcement
agency of the jurisdiction shall be requested by the fire
official to make arrests for any offense against this code
or orders of the fire official affecting the immediate
safety of the public when the fire official is not certified
in accordance with § 27-34.2 of the Code of Virginia.

F-107.9. Issuing summons for violation. If certified in
yccordance with § 27-34.2 of the Code of Virginia, the fire
- fficial may issue a summons in lien of the notice of
violation.

F-107.10, Penalty for violation. Violations are a Class 1
misdemeanor in accordance with § 27-100 of the Code of
Virginia. Each day that a violation continues, after a
service of notice as provided for in this code, shalli be
deemed a separate offense.

F-107.11. Abatement of violation. Cenviction of a2 violation
of the SFPC shall not preclude the institution of
appropriate legal action 1o require correction or abatement
of the viclation or to prevent other violations or recurring
violations of the SFPC relating to use of the building or
premises.

ADDENDUM 1.
AMENDMENTS TO THE BOCA NATIONAL FIRE
PREVENTION CODE/1990 EDITION.

As provided in Section F-101.3 of the SFPC, the
amendments noted in this addendum shall be made {o the
BOCA National Fire Prevention Code/1980 Edition for use
as part of the SFPC.

ARTICLE 1.
ADMINISTRATION AND ENFORCEMENT.

1. Article 1, Administration and Enforcement, is
deleted in its entirety and replaced with Article 1 of
the SFPC.

ARTICLE 2.
DEFINITIONS.

1. Change Section ¥-200.3 to read:

F-200.3. Terms defined in the other codes. Where terms
are not defined in this code and are defined in the USBC,
they shall have the meanings defined by the USBC.

2. Change the following definitions in Section F-201.0,
General Definitions, to read:

“Blasting agent” means any explosive material that has
been tested and approved in accordance with the
provisions of DOT 49 CFR which includes that the finished
product, as mixed for use and shipment, cannot be
detonated by a No. B test blasting cap when unconfined.

“Building code official” means the designéted authority
charged with the administration and enforcement of the
USBC, Volume I - New Construction Code.

“Code official” means the designated authorily charged
with the administration and enforcement of the USEC,
Volume II - Building Maintenance Code.

Note: When “code official” appears in the BOCA
National Fire Prevention Code, it shali mean “fire
official”.

“Explosive” means any chemical compound, mixiure or
device, the primary or common purpese of which is fo
function by explosion. The term “explogive” includes all
materials classified as Class A, Class B, or Class €
explosives by DOT regulations and includes, but is nol
limited to, dynamite, black powder, pellet powders,
smokeless powder, initiating explosives, blasting caps,
electric blasting caps, safety fuse, fuse igniters, fuse
lighters, squibs, cordeau detonate fuse, instanianeous fuse,
igniter cord and igniters.

“Fireworks” means any itemm known as firecracker,
torpedo, skyrocket, or other substance or thing, of
whatever form or construction, that coniains any explosive
or inflammable compound or substance, and is intended,
or commoenly known, as fireworks and which expisdes,
rises inte the air or travels laterally, or fires projectiles
into the air. The term *“fireworks” does not include auto
flares, caps for pisiols, pinwheels, sparklers, fountaing or
Pharaoh’s Serpenis provided, however, these permissible
items may only be used, ignited or exploded on private
property with the consent of the owner of such property.

“Structure” means an assembly of materials forming a
construction for use including stadiums, gospel and circus
tents, reviewing stands, platforms, stagings, observation
towers, radio towers, water tanks, trestles, piers, wharves,
swimming pools, amusement devices, storage bins, and
other structures of this general nature. The word structure
shall be construed as though followed by the words “or
part or parts thereof” unless the context clearly reguires a
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different meaning. 2. Delete Section F-318.0, Fire Safety During
Construction, Alteration and Demolition.
3. Add these new definitions {o Section F-201.0, _
General Definitions: ARTICLE 4.
HAZARD ABATEMENT IN EXISTING BUILDINGS.
“Agricultural blasting” means any blasting operation

which is conducted on no less than five acres of real 1. Delete Article 4, Hazard Abatement in Existing
estate devoted to agricultural or horticuitural use as Buildings, as it is covered by Sections F-100.7 and
defined in § 58.1-3230 of the Code of Virginia. F-100.8 of the SFPC and Volume I and Volume II of
the USBC.

“Blaster” or “shot firer” means that qualified person in
charge of, and responsible for, the loading and firing of an ARTICLE 5.
explosive or blasting agent. FIRE PROTECTICN SYSTEMS.

“Building Code” means the building code in effect at the 1. Add new Secticn F-5318.0, Smoke Detectors for the
time of construction. Deaf and Hearing-impaired, to read:

“Fire official” means the designated authority charged SECTION F-518.0.
with the administration and enforcement of the SFPC. SMOKE DETECTORS FOR THE DEAF AND

HEARING-IMPAIRED.

“Peak particie velocity” means the maximum component
of the three muivally perpendicular components of motion F-518.1. Audible and visual alarms. Audible and visual
at a given point. ) alarms, meeting the requirements of UL Standard 1638,
and installed in accordance with NFPA/ANSE 72G, shall be
“Propeliani-actuated power device” means any tool or provided in occupancies housing the hard of hearing, as
special mechanized device or gas generator system which required by § 36-99.5 of the Code of Virginia; however, ali
is actuated by a propellant or which releases and directs visual alarms shall provide a minimum intensity of 100
work through a propellant charge. (See special industrial candela. Portable alarms meeting these requirements shall

explosive device.) be acceptable.

“Semitrailer” means every vehicle of the trailer type so ARTICLE 7. .
designed and used in conjunction with a motor vehicle EMERGENCY PLANNING AND PREPAREDNESS.
that some part of its own weight (and that of its own
load) rests upon or is carried by another vehicle, 1. Add new Section F-706.4, Fire Exit Drills, to read:

“Tractor truck” means every motor vehicle designed and F-706.4. Fire exit drills, Fire exit drills shell be conducted
used primarily for drawing ofher vehicles and not so annually by building staff persomnel or the owner of the
constructed as to carry a load other than a part of the  building in accordance with the fire safety plen and shall

load and weight of the vehicle attached thereto. not affect other curreni occupants.
“Transport” or “iransportation” means any movement of ARTICLE 16.
property by - any mode, and any packing, loading, OIL AND GAS PRODUCTION.
unloading, ideniification, marking, placarding, or storage
incidental thereto. 1. Delete Article 16, Gil and Gas Production, as it is
covered by the Virginia Gas and Oil Act, Title 45.1,
4. Delete the following definitions from Section Chapier 22.1 of the Code of Virginia.
F-201.0, General Definitions;
ARTICLE 26.
Liquefied petroleum gas (LP-gas or LPG) EXPLOSIVES, AMMUNITION AND BLASTING
AGENTS.

Liquefied petroleum gas equipment
1. Article 26, Explosives, Ammunition and Blasting

ARTICLE 3. Agents, is deleted in ifs entirety and replaced with
GENERAL PRECAUTIONS AGAINST FIRE. Article 26 of the SFPC, as follows:
1. Change Section F-301.1 to read: . SECTION F-2600.0.
GENERAL.

F-301.1. General. Open burning shall be allowed in

accordance with the laws and regulations set forth by the F-2600.1. Scope. The equipment, processes and operations
State Air Pollution Conirol Board, the Department of involving the manufacture, possession, storage, sale
Foresiry, and as regulated by the locality. transportation and use of explosives and blasting agen
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shall comply with the applicable requirements of this code
and the provisions of this article and shall be maintained
in accordance with NFiPA 495 NFiPA 498, and DOT
49CFR listed in Appendix A except as herein specifically
exempted or where provisions of this article do not
specifically cover conditions and operations, and with the
Institute of Makers of Explosives (IME) Safety Library
Publications, with Regulations Governing the Transportation
of Hazardous Materials as promulgated by the Virginia
Waste Management Board, and with the Virginia Motor
Carrier Regulations.

F-2600.2. Exceptions. Nothing in this article shall be
construed as applyiag to the following explosive uses:

1. The Armed Forces of the United States or of a
state.

2. Explosives in forms prescribed by the official
United States Pharmacopoeia.

3. The sale or use of fireworks which are regulated
by Article 27.

4. Laboratories engaged in testing explosive materials.

5. The possession, storage and use of not more than
five pounds (2.27 kg) of smokeless powder, black
powder, and 1000 small arms primers for hand
loading of small arms ammunition for personal use.

8. The manufacture, possession, storage and use of not
more than five pounds (2.27 kg) of explosives or
blasting agents in educational, governmental or
industrial laboratories for instructional or research
purposes when under the direct supervision of
experienced, competent persons.

7. The {rangportation and use of explosives or blasting
agents by the United States Department of Alcohol,
Tobacco and Firearms, the United States Bureau of
Mines, the Federal Bursau of Investigation, the United
States Secret Service, the Virginia Department of State
Police, or qualified fire and law enfercement officials
acting in their official capacity in the discharge of
their duiies; nor to the storage, handling, or use of
explosives or blasting agents pursuant fo the provisions
of Title 45.1 of the Code of Virginia (Department of
Mines, Minerals and Energy).

F-2600.3. Permit required. A permit shall be obtained from
the code official for any of the following conditions or
operations;

1. To possess, store, or otherwise dispose of explosives
or blasting agents.

2. To use explosives or blasting agents:

a. A permit shall be issued for each project.

b. The permit shall specify the type of blasting and
any special conditions. To the exteni that blasting
will occcur within any waters of the Commonwealth
or in any of the waters under its jurisdiction,
evidence of a valid Marine Resources Commigsion
permit, or “no permit necessary” authorization, will
be reguired.

3. To operate a terminal for handling explosives or
blasting agents.

4. To mamifacture explosives or blasting agenis,
providing the following conditions are met:

a. Registration with the Department of Housing and
Community Development;

h. Valid license from the Bureau of Alcohoi,
Tobacco and Firearms;, and

¢. Valid license to do business in the Commonwealih
of Virginia.

5. To sell explosives and blasting agents, providing the
following conditions are met:

a. Registration with the Depariment of Housing and
Community Development;

b. Valid license from the Burean of Alcohol,
Tobacco and Firearms; and

¢. Valid license {o do business in the Commonwealth
of Virginia.

Exception: Annual permits for the use of explosives
shall be issued to any state regulated public utility,

F-2600.3.1. Prohibited permits. Permiis as required above
shall not be issued for:

1. Liquid nitroglycerin and nitrate esters.

2. Dynamite (except gelatin dynamite) coataining over
60% of liguid explosive ingredient.

3. Lezking, damaged, or defective packages or
containers of high explosives.

4. Nitrocellulose in a dry and uncompressed condition
{o be shipped or transported.

5, Fulminate of mercury in a dry condition and
fulminate of all other meials in any condition.

Exception. Fulminate of metals which is a componeni of
manufactured articles not otherwise forbidden.

6. Explosive compositions that ignite spontanecusly or
undergo marked decomposition, rendering the products
or their use more hazardous, when subjected for 48

Vol. 8, Issue 2

Monday, October 21, 1991

249



Final Regulations

consecutive hours or less to a temperature of 167°F
(75°C).

7. New explosives until approved by DOT 49CFR listed
in Appendix A, except for permits issued to
educational, governmental or industrial laboratories for
instructional or research purposes.

8. Explosives forbidden by DOT 43CFR listed in
Appendix A.

9. Explosives not packed or marked in accordance
with the requirements of DOT 49CFR listed in
Appendix A.

10. Explosives containing an ammonium salf and a
chiorate.

F-2600.4. Certification required. The use of explosive
materials shall be conducted or supervised on-site by
blasters certified in accordance with Part IV of the
Virginia Certification Standards for Building and
Amusement Device Inspectors, Blasters and Tradesmen,
The blaster shall carry proof of certification during the
loading or firing of explosive materials,

Exception: Individuals conducting agricultural blasting
operations on their own property.

F-2600.4.1. Certification fee. The Depariment of Housing
and Community Development shall charge a $20 fee to
applicants for certification as a blaster.

F-2600.5. Liability insurance. The company or individual
applying for a permii to blast, manufacture, or sell
explosives shall provide proof of insurance in an amount
determined by the fire official but in no case less than
$500,000.

Exception: Liability insurance shall not be required
with an agricultural blasting permit when the biast is
conducted on the applicant’s personal property.

SECTION F-2601.0.
GENERAL REQUIREMENTS.

F-2601.1. Storage. The storage of explosives and basting
agents is prohibited within the legal geographic boundaries
of any district where such storage is prohibited by the
authority having jurisdiction.

Exception: Temporary storage for use in connection
with appreved blasting operations; provided, however,
this prohibition shall not apply to wholesale and retail
stocks of small arm$ ammunifion, explosive bolts,
explosive rivets or cartridges for explosive actuated
power t