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MEMORANDUM

TO: DDSO Directors
Kathy Broderick, Associate Commissioner NYCRO
Deputy Directors for Community Services
Business Officers

FROM: Alden B. Kaplan
Deputy Commissiog
Administration and

DATE: November 4, 1999

SUBJECT: Clarification of OMRDD Policy on Option Funds
for Voluntary Provider Acquisitions

Attached is a clarification of the OMRDD policy pertaining to the use of option
funds, paid by OMRDD, when applied to property that voluntary not-for-profit agencies
intend to acquire. The policy clarification has been discussed with the Commissioner’s
Task Force on Development, and reflects situations under which option funds may be
considered an add-on to the acquisition price instead of a deduct.

Using the option as an add-on is not appropriate to “sweeten” a deal with a
property owner. If a second option period is needed, all prior options should become
add-on only if good faith effort to acquire the property has been shown by all parties.

If you have any questions regarding the use of option funds, the Purchase Option
Agreement or need assistance in negotiating options, please call Kenneth Orner, in the
Real Property Unit, at (518) 473-4123.

Attachment

cc: Mr. Johnson Mr. Kietzman
Mr. Lind Mr. Pezzolla
Ms. Kagan Mr. Moran
Ms. Howard Mr. Orner
Ms. Horan Mr. Seymour
Mr. Costello Mr. Murray
Mr. Brady Mr. Audino
Mr. Coleman Ms. Smith

¢
% Providing supports and services for people with developmental disabilities and their families. é‘:'

recycled paper OMA 2604 (9.96)



OPTION FUNDS for VOLUNTARY PROVIDER ACQUISITIONS

Purchase option guidelines are:

Acquisition Cost Range 3 to 6 month Option Range

Less than $50,000 or land only $0.00 to $1,800

$50,001to  $100,000 $1,200 to $3,000

$100,001to  $150,000 $2,000 to $4,000

$150,001 to  $200,000 $3,000 to $5,000

$200,001 to  $300,000 $3,500 to $5,000

$300,001 and up $4,000 to $5,000
Option payments are a “deduct”, unless they become an “add-on” as described
below:
1* Option Period* Extension Period* 2" Option Period*
Option payment is a Option payment for extension Option payment for
deduct if exercised period is a deduct if exercised 2" option period is a
during 1% option - during extension. Option deduct, if exercised
period, no add-on. payment for 1* option period during 2™ option

may become an add-on. period. All previous
option payments may
become an add-on.

* If the option period is over 12 months in total duration, the project is a DOB outlier.
* If option payments, in total, are over $15,000, the project is a DOB outlier.
*

[ ]

Individual option vouchers must not exceed $5,000.

Any variance from these procedures will result in non-reimbursement of the option or
option extension payment to the provider.

State resources will not be used to reimburse, or fund, a portion of the purchase price
above the appraised value.

Both parties to the purchase agreement must show good faith effort to complete the
transaction in order for prior option or option extension payment to be an “add-on”.
Options must be for a term of three months or greater.

For all projects, at the time the Property Fiscal Summary (PPA) is prepared, the first
option will assumed to be a “deduct” from the eligible acquisition price.

When the Property Cost Verification is completed, for projects located outside of New
York City, DDSO staff will be responsible for identifying to Capital Financial Planning
and Analysis any option or option extension payment that are an “add-on” to the
acquisition price.

When the Property Cost Verification is completed, for projects located in New York City,
NYCRO staff will be responsible for identifying “add-on” option or option extension
payment to the acquisition price.



