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RD I nstruction 1904-D
PART 1904 - BORROVWER CASE CLASSI FI CATI ON
Subpart D - Classification of Multi-Housing Projects
§1904. 151 Cener al

O fice of Managenent and Budget Circul ar A-129 requires at |east an
annual assessnment of agency |oan portfolio loss risks. Milti-Housing project
loss risks will be estimted based on aut omated software using project
classification codes and project security val ues established in accordance
with this Instruction. The primary purpose of the data derived is for use in
reporting the "All owance for Uncollectible Accounts." This allowance figure
is arequired entry in the Agency's accounting information which is forwarded
for use by central managenent agencies such as the Ofice of Managenent and
Budget (OMB) and the Departnment of Treasury (DOT).

§81904. 152 - 1904. 154 [ Reserved]

§1904. 155 Overvi ew.

(a) Introduction. Milti-housing project classifications will be done on
a project basis. Most nulti-housing projects will NOT require District

O fice staff evaluation of project classifications. Active multi-housing
proj ects whose accounts are 180 days or |ess past due and whose
recoverabl e cost charges outstandi ng do not exceed 10 percent of the

out standi ng project balance will NOT require District Ofice staff to
review project classification assessnents. These projects will
automatically be classified in accordance with the classification
definitions set out in this Instruction. Loss risks for these projects

will be determ ned using historical |loss data for the nulti-housing |oan
portfolio.
(b) Project classification report. The Finance O fice will issue Report

Code (RC) 836-C, "Classifications of Miultiple Fam |y Housing Projects,”
on June 30 of each year for use by District Office staff in review ng
and/ or establishing a project classification on those active projects
listed in the report. The projects listed on this report will include
those that are identified as being 181 days or nore past due, or those
proj ects whose recoverabl e cost charges outstandi ng exceed 10 percent of
t he outstandi ng project balance. The report will also include projects
with court action pending (CAP), foreclosure action pending (FAP), and
subj ect to approved adjustment (SAA) project status codes.

DI STRI BUTI ON:  WBDC Gener a
Borrower Case Cl assification
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§1904. 155 (Con.)

(c) District Ofice review District Ofice staff will review those
project names Tisted on RC 836-C and use the Automated Milti-Housing
Accounting System (AMAS) screens to record | oan classification data and
inquire on |loan classification data when revi ewi ng/ establishing/updating
any needed | oan classification or project security value for the project
(Note: The loan classification input screen is accessed through use of
AMAS Loan Servicing Subsystem Menu selection 25 "Record Loan
Classification Data - MbD," and the inquiry screen for |oan
classification is accessed through use of AMAS Inquiries Subsystem Menu
sel ection 19 "MbDl -Loan Classification Data.") The District Ofice staff
will review establish/update any needed | oan cl assification or project
security value for the project within 30 days after receipt of RC 836-C
or by August 30 of each year, whichever is earlier (i.e., assum ng
recei pt of the report by July 15, District Office staff will generally
need to evaluate and conplete entry of any needed changes by August 15th
of each year.)

(d) Sunmary. In general, the software is designed to conpare the
estimated project security value for those projects requiring such
entries on AMAS screens (this value is evaluated annually) against the
out standi ng | oan bal ance owed as of any particular date. Potentia

| osses on active nulti-housing projects will be reflected whenever the
project security value is calculated to be |ess than the anmount

out st andi ng.

§81904. 156 - 1904. 159 [Reserved]

81904. 160 Definitions.

(a) Active project. All projects excepting those having a paid code
(See AMAS Screen MFI "Inquire on Loan.")

(b) dassifications. All nulti-housing classifications will be done on
a project basis. VWienever the term"loan classification" is used in this
Instruction, it has the same neaning as the term "project
classification.” The follow ng classification definitions are used for
active nulti-housing projects (note the commercial classification code 1
used in some other Rural Devel opnent | oan prograns, is not used for

nmul ti - housi ng projects):

(1) sStandard (code 2). Projects are coded standard if all the
follow ng conditions are met:

(i) The project paynent status is ahead of schedule or 0 to 90
days past due.
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(2)

(ii) Recoverable cost charges outstanding are |ess than or
equal to 10 percent of the outstandi ng project bal ance.

(iii) The project does not have a project status code for CAP
FAP, or SAA.

Substandard (code 3). Projects are coded substandard if any of

the folTow ng conditions are net:

(3)

(i) The project account status is 91 to 180 days past due and
recoverabl e cost charges outstandi ng do not exceed 10 percent
of the outstandi ng project bal ance.

(ii) The project payment status is 181 or nore days past due
or recoverabl e cost charges outstandi ng exceed 10 percent of
t he outstandi ng project bal ance PROVI DED t he project security
value is equal to or greater than the outstanding project

bal ance.

(iii) The project has an AMAS project status code for CAP

FAP, or SAA and the project security value is equal to or
greater than the outstandi ng project balance. (See AMAS Screen
MAYl "lnquire on Project M scellaneous Data,"” to check the
project status code and the status code date. |f a status code
needs updating, use the AMAS "Record Borrower/Project Data
Screen. ™)

Doubtful (code 4). Projects are coded doubtful if all the

foll owm ng conditions exist:

(4)

(i) The project paynent status is 181 or nore days past due or
recoverabl e cost charges outstandi ng exceed 10 percent of the
out st andi ng proj ect bal ance.

(ii) The project is not in the loss classification category.

(iii) The project security value is |less than the outstanding
proj ect bal ance.

Loss (code 5). Projects are coded loss if all the foll ow ng

condi tions exist:

(i) The project has a project status code for CAP, FAP, SAA,
or a project status code for a transfer pendi ng when the

proj ect paynent status for the pending transfer is 181 or nore
days past due.
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§1904. 160 (Con.)

(ii) The project security value is |less than the outstanding
proj ect bal ance.

(c) Project security value. The project security value is the estimted
dol | ar value that the project would be appraised for mnus the dollar

val ue of any outstanding prior liens. A current appraisal may be used or
an estinmated apprai sed value may be used in processing project

cl assifications.

(d) Project status code. The project status code can be established
and/ or updated by entering the appropriate code on the AVAS "Record
Borrower/ Project Data" screen. The project status code and project
status code date are displayed on AMAS Screen MAYlI "Inquire on Project
M scel | aneous Data." The project status codes are as follows:

Code Descri ption

No Descriptive Code

Court Action Pending (CAP)

For ecl osure Action Pendi ng (FAP)

Project Paid in Full by Cash (System
Gener at ed)

Subj ect to Approved Adjustnent (SAA)

I nvestigation

Transfer Pendi ng

Rental Assistance (RA) Payments Not All owed

Project Closed (System Generat ed)

Proj ect Converting to Predeterm ned
Anortization Schedul e System (PASS) (System
Gener at ed)

[CoNecRNNep &) I N wWNEFR, QO

§81904. 161 - 1904. 169 [Reserved]

§1904.170 District Ofice staff processing.

The District Ofice staff will receive RC 836-C on an annual basis. (The
Finance Office will prepare and distribute RC 836-C to each District Ofice on
June 30 of each year.) Upon receipt of the RC 836-C, the District Ofice staff
must review and take appropriate classification action on each project listed
on the report within 30 days of receipt or by August 30 of each year,
whi chever is earlier. For each project listed on the RC 836-C the staff nust:

(a) Review RC 836-C. Review the information printed on RC 836-C to
determine if any information needs updating or further review The "DATE
LAST CLASSI FI ED' data appearing on the report need NOT be changed on the
AMAS "Record Loan Classification Data Input" screen after each annual
reviewif the information on the report is accurate and needs no change.
The "Date Last Classified" will reflect the date the last classification
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change took place. The project security value nust be entered for
projects |listed on RC 836-C which do not show data in this field on RC
836-C. The project security value figure appearing for projects listed
on RC 836-C nust be revi ewed and updated when needed. The project
security value nmay be estimated, as appraisals are not expected to be
conpl eted or updated solely for the purposes of conpleting project
classifications under this Instruction

(1) Effects of software updating on RC 836-C. RC 836-C is updated
each year just prior to issuing the report. As a result of this
update, information entered on the AMAS "Record Loan Cl assification
Data I nput" screen by District Ofice staff when classifying | ast
year's activity may change. Such changes may occur for reasons such
as the project:

(i) CQutstanding bal ance being different than it was at the
time the |ast update was perforned.

(ii) Paynent status being different than it was at the tine
the | ast update was perforned

(iii) Project status code being different than it was at the
time the |ast update was perforned.

(2) Loan classification code changes since |ast update. This
year's RC 836-C may reflect different classification code changes
than those printed on | ast year's report or entered by the District
O fice on the AMAS "Record Loan Classification Data | nput" screen at
the tine any previous year's review was conducted. This should be
expected and is the result of the routine updates (see overvi ew at
8§1904. 155 of this Instruction). Thus, an account which was 181 days
or nore delinquent with a project status code | ast year, but has no
project status code this year, or is less than 181 days delinquent
this year, may now have a different classification code. Depending
on this year's status code, the account may not appear on this
year's RC 836-C report, or could appear on the report but have a

di fferent status code.

(3) Estimated | oss anpbunt changes since |ast update. The | atest

i ssued RC 836-C may reflect an estinmated Toss anount which differs
fromthat printed on the previous year's report or differs fromthat
expected when the District Ofice staff entered i nformation on the
AMAS "Record Loan Classification Data Input" screen. This should be
expected, and is the result of the routine updates (see overview at
81904. 155 of this Instruction). The District Ofice staff should
sel dom be concerned that the estimated | oss ambunt changes. This
data itemwi Il nearly always change since it is determined fromthe
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§1904.170 (a) (Con.)

di fference between the project outstandi ng bal ance and the project
security value. Assum ng the account has been nmatured since | ast
year's report, this data item can be expected to change. The
District Ofice staff is not expected to verify that the automated
software cal culated the estimated | oss anobunt accurately as of a
particular date. It is normally sufficient to determnine the
apparent reasonabl eness of the data wi thout verification, based on a
cursory review.

(4) Project security value changes since |ast update. This data

i tem shoul d not change unless the field office entered a new figure
for this data itemon the AMAS "Record Loan Cl assification Data

I nput” screen. The automated software is designed to accept field

office entries for this data item Annual autonated updates should
therefore have no effect on past field office entries on this data
i tem

(b) Update AMAS Record Loan Classification Data |Input Screen. Record
appropriate data on the AMAS "Record Loan Classification Data | nput”
screen when informati on shown on RC 836-C needs updating or when no
information is shown in one or nore data fields on RC 836-C. The "DATE
LAST CLASSI FI ED" data appearing on RC 836-C cannot be updated by field
of fices after each annual review (i.e., DO NOT attenpt to enter a new
date in item5 "EFF DTE" on the "Record Loan Classification Data |nput”
screen. This date will change only if the automated system determ nes a
| oan classification change took place.)

§81904. 171 - 1904.179 [Reserved]

81904. 180 Project classification inquiries.

Agency enpl oyees may access AMAS screen MbDlI if needed. The MbDI screen
may be used for general inquiry or to review information for accuracy.

§81904. 181 - 1904.189 [Reserved]

§1904.190 Muilti-housing project classification reports.

(a) District Ofice classification reports. District Ofice staffs w |
primarilTy use RC 836-C, "Classifications of Multiple Fam |y Housing
Borrower Accounts,"” in conjunction with nulti-housing classification
revi ews and updates.
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(b) State Ofice classification reports. State Ofice staff will
primarily use the RC 636-L, "Quarterly Sumary Report of Classifications
for Multiple Family Housing Projects--STATE," to evaluate District and
State OFfice summary data in conjunction with multi-housing project

cl assifications.

(c) National Ofice classification reports. National Ofice program
staff will primarilTy use RC 636-L, "Quarterly Summary Report of
Classifications for Miultiple Fam |y Housing Projects--NATION," to

eval uate State and Nationwi de summary data in conjunction with

nmul ti housi ng project classifications.

§81904. 191 - 1904. 200 [ Reserved]

00o
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