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Administrative Note: This Administrative Notice establishes a formal written notification of
administrative guidelines that affect the operation of Department programs. This format is used
to identify, clarify and record administrative guidelines and interpretations of public interest.

This Administrative Notice updates our previous guidance on this topic to recognize asset and
partnership management costs incurred by California Housing Rehabilitation Program - Rental
Component (CHRP-R) and Special User Housing Rehabilitation Program (SUHRP) borrowers
and sponsors. In these programs, project sponsors have been able to receive compensation for
asset or partnership management costs from distributions only atter paying all current interest on
their CHRP-R or SUHRP loan.

In recognition of borrowers and sponsors asset management and, in certain cases, partnership
management responsibilities, the Department is now willing to forgo its priority for interest
payments to permit payment of limited asset and partnership management fees prior to paying
CHRP-R or SUHRP current interest in accordance with the guidance below. The Department is
limiting these fees since it is still necessary for the Department to collect interest payments,
where possible, to support the Department's asset management function.

For CHRP-R and SUHRP, the Department will allow asset and partnership management fees in
an amount not to exceed $12,000 per year. Approved asset and partnership management fees
may be taken only atter paying operating expenses, mandatory debt service, and required
reserve deposits.
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In order to be eligible to receive asset and partnership management fees, an audit prepared in
accordance with Department's audit requirements must be submitted with the project's required
annual report, and the project sponsor must not have significant outstanding compliance issues.
The Department will determine whether a borrower/sponsor is eligible to receive asset and
partnership management fees in any given year based on our review of the audit and annual
report and will authorize the payment of these fees in its approval of the report.

Please note that asset and partnership management fees may not accumulate from year to year.
Aiso, borrowers/sponsors are prohibited from using required operating reserve funds to pay for
asset and partnership management fees.

The provisions of this administrative notice are in effect for projects' fiscal years ending in 2010
and subsequent fiscai years.

If you have any questions regarding this Administrative Notice, please contact your Asset
Management Representative. If you need assistance in identifying your Asset Management
Representative, please call (916) 324-8282.


