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R.C. 5701.13

(A) As used in this section:

(1) "Nursing home" means a nursing home or a home for the aging, as those terms are
defined in section 3721.01 of the Revised Code, that is issued a license pursuant to section
3721.02 ofthe Revised Code.

(2) "Residential care facility" means a residential care facility, as defined in section
3721.01 of the Revised Code, that is issued a license pursuant to section 3721.02 of the Revised
Code.

(3) "Adult care facility" means an adult care facility as defined in section 3722.01 of the
Revised Code that is issued a license pursuant to section 3722.04 ofthe Revised Code.

(B) As used in Title LVII [571 of the Revised Code, and for the purpose of other sections of
the Revised Code that refer specifically to Chapter 5701. or section 5701.13 ofthe Revised Code,
a "home for the aged" means either of the following:

(1) A place of residence for aged and infirm persons that satisfies divisions (B)(1)(a) to (e)
of this section:

(a) It is a nursing home, residential care facility, or adult care facility.

(b) It is owned by a corporation, unincorporated association, or trust of a charitable,
religious, or fraternal nature, which is organized and operated not for profit, which is not formed
for the pecuniary gain or profit of, and whose net eaniings or any part of whose net earnings is
not distributable to, its members, trustees, officers, or other private persons, and which is exempt
ftom federal income taxation under section 501 of the "Internal Revenue Code of 1986," 100
Stat. 2085, 26 U. S. C. 1.

(c) It is open to the public without regard to race, color, or national origin.

(d) It does not pay, directly or indirectly, compensation for services rendered, interest on
debts incurred, or purchase price for land, building, equipment, supplies, or other goods or
chattels, which compensation, interest, or purchase price is unreasonably high.

(e) It provides services for the life of each resident without regard to the resident's ability
to continue payment for the full cost of the services.

(2) A place of residence that satisfies divisions (B)(1)(b), (d), and (e) of this section; that
satisfies the definition of "nursing home," "residential care facility," or "adult care facility" under
section 3721.01 or 3722.01 of the Revised Code regardless of whether it is licensed as such a
home or facility; and that is provided at no charge to individuals on account of their service
without compensation to a charitable, religious, fraternal, or educational institution, which
individuals are aged or infinn and are members of the corporation, association, or trust that owns
the place of residence. For the purposes of division (B)(2) of this section, "compensation" does
not include furnishing room and board, clothing; health care, or other necessities, or stipends or
other de minimis payments to defray the cost thereof.

Exemption from taxation shall be accorded, on proper application, only to those homes or
parts of homes which meet the standards and provide the services specified in this section.
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Nothing in this section shall be construed as preventing a home from requiring a resident
with financial need to apply for any applicable financial assistance or requiring a home to retain
a resident who willfully refuses to pay for services for which the resident has contracted even
though the resident has sufficient resources to do so.

(C) (1) If a corporation, unincorporated association, or trust described in division (B)(1)(b) of
this section is granted a certificate of need pursuant to section 3702.52 of the Revised Code to
construct, add to, or otherwise modify a nursing home, or is given approval pursuant to section
3791.04 of the Revised Code to construct, add to, or otherwise modify a residential care facility
or adult care facility and if the corporation, association, or trust submits an affidavit to the tax
commissioner stating that, commencing on the date of licensure and continuing thereafter, the
home or facility will be operated in accordance with the requirements of divisions (B)(1)(a) to
(e) of this section, the corporation, association, or trust shall be considered to be operating a
"home for the aged" within the meaning of division (B)(l) of this section, beginning on the first
day of January of the year in which such certificate is granted or approval is given.

(2) If a corporation, association, or trust is considered to be operating a "home for the aged"
pursuant to division (C)(1) of this section, the corporation, association, or trust shall notify the
tax commissioner in writing upon the occurrence of any of the following events:

(a) The corporation, association, or trust no longer intends to complete the construction
of, addition to, or modification of the home or facility, to obtain the appropriate license for the
home or facility, or to commence operation of the home or facility in accordance with the
requirements of divisions (B)(1)(a) to (e) of this section;

(b) The certificate of approval referred to in division (C)(1) of this section expires, is
revoked, or is otherwise terminated prior to the completion of the construction of, addition to, or
modification of the home or facility;

(c) The license to operate the home or facility is not granted by the director of health
within one year following completion of the construction of, addition to, or modification of the
home or facility;

(d) The license to operate the home or facility is not granted by the director of health
within four years following the date upon which the certificate or approval referred to in division
(C)(1) of this section was granted or given;

(e) The home or facility is granted a license to operate as a nursing home, residential care
facility, or adult care facility.

(3) Upon the occurrence of any of the events referred to in divisions (C)(2)(a), (b), (c), (d),
and (e) of this section, the corporation, association, or trust shall no longer be considered to be
operating a "home for the aged" pursuant to division (C)(1) of this section, except that the tax
commissioner, for good cause shown and to the extent the commissioner considers appropriate,
may extend the time period specified in division (C)(2)(c) or (d) of this section, or both. Nothing
in division (C)(3) of this section shall be construed to prevent a nursing home, residential care
facility, or adult care facility from qualifying as a "home for the aged" if, upon proper application
made pursuant to division (B) of this section, it is found to meet the requirements of divisions
(A) and (B) of this section.



HISTORY:

132 v S 207 (Eff 5-31-68); 142 v S 21 (Eff 10-20-87); 143 v H 253 (Eff 11-15-90); 145 v H
152 (Eff 7-1-93); 146 v H 117 (Eff 9-29-95); 149 v H 416. Eff 9-6-2002.



R.C. 5709.01

(A) All real property in this state is subject to taxation, except only such as is expressly
exempted therefrom.

(B) Except as provided by division (C) of this section or otherwise expressly exempted from
taxation:

(1) All personal property located and used in business in this state, and all domestic
animals kept in this state and not used in agriculture are subject to taxation, regardless of the
residence of the owners thereof.

(2) All ships, vessels, and boats, and all shares and interests therein, defined in section
5701.03 of the Revised Code as personal property and belonging to persons residing in this state,
and aircraft belonging to persons residing in this state and not used in business wholly in another
state, other than aircraft licensed in accordance with sections 4561.17 to 4561.21 of the Revised
Code, are subject to taxation.

(C) The following property of the kinds mentioned in division (B) of this section shall be
exempt from taxation:

(1) Unmanufactured tobacco to the extent of the value, or amounts, of any unpaid
nonrecourse loans thereon granted by the United States government or any agency thereof.

(2) Spirituous liquor, as defined in division (B)(5) of section 4301.01 of the Revised Code,
that is stored in warehouses in this state pursuant to an agreement with the division of liquor
control.

(3) Except as otherwise provided in section 5711.27 of the Revised Code, all other such
property if the aggregate taxable value thereof required to be listed by the taxpayer under
Chapter 5711. of the Revised Code does not exceed ten thousand dollars.

(a) If the taxable value of such property exceeds ten thousand dollars only such property
having an aggregate taxable value of ten thousand dollars shall be exempt.

(b) If such property is located in more than one taxing district as defined in section
5711.01 of the Revised Code, the exemption of ten thousand dollars shall be applied as follows:

(i) The taxable value of such property in the district having the greatest amount of such
value shall be reduced until the exemption has been fully utilized or the value has been reduced
to zero, whichever occurs first;

(ii) If the exemption has not been fully utilized under division (C)(3)(b)(i) of this
section, the value in the district having the second greatest value shall be reduced until the
exemption has been fully utilized or the value has been reduced to zero, whichever occurs first;

(iii) If the exemption has not been fully utilized under division (C)(3)(b)(ii) of this
section, farther reductions shall be made, in repeated steps which include property in districts
having declining values, until the exemption has been fully utilized.

(D) All property mentioned as taxable in this section shall be entered on the general tax list
and duplicate of taxable property.
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HISTORY:

RS § 2731; S&S 757; S&C 1438; 56 v 175; 71 v 96, § 78; GC § 5328; 114 v 714; 124 v 852,
§ 2; Bureau of Code Revision, 10-1-53; 126 v 166 (Eff 9-20-55); 132 v H 480 (Eff 12-2-67); 140
v H 291 (Eff 7-1-83); 140 v H 379 (Eff 4-3-84); 141 v S 130 (Eff 10-17-85); 141 v H 274 (Eff 3-
6-86); 146 v S 162. Eff 7-1-97.



R.C. 5709.12

(A) As used in this section, "independent living facilities" means any residential housing
facilities and related property that are not a nursing home, residential care facility, or adult care
facility as defined in division (A) of section 5701.13 of the Revised Code.

(B) Lands, houses, and other buildings belonging to a county, township, or municipal
corporation and used exclusively for the accommodation or support of the poor, or leased to the
state or any political subdivision for public purposes shall be exempt from taxation. Real and
tangible personal property belonging to institutions that is used exclusively for charitable
purposes shall be exempt from taxation, including real property belonging to an institution that is
a nonprofit corporation that receives a grant under the Thomas Alva Edison grant program
authorized by division (C) of section 122.33 of the Revised Code at any time during the tax year
and being held for leasing or resale to others. If, at any time during a tax year for which such
property is exempted from taxation, the corporation ceases to qualify for such a grant, the
director of development shall notify the tax commissioner, and the tax commissioner shall cause
the property to be restored to the tax list beginning with the following tax year. All property
owned and used by a nonprofit organization exclusively for a home for the aged, as defined in
section 5701.13 of the Revised Code, also shall be exempt from taxation.

(C) (1) If a home for the aged described in division (B)(1) of section 5701.13 of the Revised
Code is operated in conjunction with or at the same site as independent living facilities, the
exemption granted in division (B) of this section shall include kitchen, dining room, clinic, entry
ways, maintenance and storage areas, and land necessary for access commonly used by both
residents of the home for the aged and residents of the independent living facilities. Other
facilities commonly used by both residents of the home for the aged and residents of independent
living units shall be exempt from taxation only if the other facilities are used primarily by the
residents of the home for the aged. Vacant land currently unused by the home, and independent
living facilities and the lands connected with them are not exempt from taxation. Except as
provided in division (A)(1) of section 5709.121 [5709.12.1] of the Revised Code, property of a
home leased for nonresidential purposes is not exempt from taxation.

(2) Independent living facilities are exempt from taxation if they are operated in
conjunction with or at the same site as a home for the aged described in division (B)(2) of section
5701.13 of the Revised Code; operated by a corporation, association, or trust described in
division (B)(1)(b) of that section; operated exclusively for the benefit of members of the
corporation, association, or trust who are retired, aged, or infirm; and provided to those members
without charge in consideration of their service, without compensation, to a charitable, religious,
fraternal, or educational institution. For the purposes of division (C)(2) of this section,
"compensation" does not include fumishing room and board, clothing, health care, or other
necessities, or stipends or other de minimis payments to defray the cost thereof.

(D) (1) A private corporation established under federal law, *defined in 36 U.SC. 1101, Pub.
L. No. 102-199, 105 Stat. 1629, as amended, the objects of which include encouraging the
advancement of science generally, or of a particular branch of science, the promotion of
scientific research, the improvement of the qualifications and usefulness of scientists, or the
increase and diffusion of scientific knowledge is conclusively presumed to be a charitable or
educational institution. A private corporation established as a nonprofit corporation under the
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laws of a state, that is exempt from federal income taxation under section 501(c)(3) of the
Internal Revenue Code of 1986, 100 Stat. 2085, 26 U.SC.A. 1, as amended, and has as its
principal purpose one or more of the foregoing objects, also is conclusively presumed to be a
charitable or educational institution.

The fact that an organization described in this division operates in a manner that results in
an excess of revenues over expenses shall not be used to deny the exemption granted by this
section, provided such excess is used, or is held for use, for exempt purposes or to establish a
reserve against future contingencies; and, provided further, that such excess may not be
distributed to individual persons or to entities that would not be entitled to the tax exemptions
provided by this chapter. Nor shall the fact that any scientific information diffused by the
organization is of particular interest or benefit to any of its individual members be used to deny
the exemption granted by this section, provided that such scientific information is available to
the public for purchase or otherwise.

(2) Division (D)(2) of this section does not apply to real property exempted from taxation
under this section and division (A)(3) of section 5709.121 [5709.12.1] of the Revised Code and
belonging to a nonprofit corporation described in division (D)(1) of this section that has received
a grant under the Thomas Alva Edison grant program authorized by division (C) of section
122.33 of the Revised Code during any of the tax years the property was exempted from taxation.

When a private corporation described in division (D)(1) of this section sells all or any
portion of a tract, lot, or parcel of real estate that has been exempt from taxation under this
section and section 5709.121 [5709.12. I] of the Revised Code, the portion sold shall be restored
to the tax list for the year following the year of the sale and, except in connection with a sale and
transfer of such a tract, lot, or parcel to a county land reutilization corporation organized under
Chapter 1724. of the Revised Code, a charge shall be levied against the sold property in an
amount equal to the tax savings on such property during the four tax years preceding the year the
property is placed on the tax list. The tax savings equals the amount of the additional taxes that
would have been levied if such property had not been exempt from taxation.

The charge constitutes a lien of the state upon such property as of the first day of January
of the tax year in which the charge is levied and continues until discharged as provided by law.
The charge may also be remitted for all or any portion of such property that the tax
commissioner determines is entitled to exemption from real property taxation for the year such
property is restored to the tax list under any provision of the Revised Code, other than sections
725.02, 1728.10, 3735.67, 5709.40, 5709.41, 5709.62, 5709.63, 5709.71, 5709.73, 5709.78, and
5709.84, upon an application for exemption covering the year such property is restored to the tax
list filed under section 5715.27 of the Revised Code.

(E) Real property held by an organization organized and operated exclusively for charitable
purposes as described under section 501(c)(3) of the Internal Revenue Code and exempt from
federal taxation under section 501(a) of the Internal Revenue Code, 26 U.S.C.A. 501(a) and
(c)(3), as amended, for the purpose of constructing or rehabilitating residences for eventual
transfer to qualified low-income families through sale, lease, or land installment contract, shall
be exempt from taxation.

The exemption shall commence on the day title to the property is transferred to the
organization and shall continue to the end of the tax year in which the organization transfers title
to the property to a qualified low-income family. In no case shall the exemption extend beyond
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the second succeeding tax year following the year in which the title was transferred to the
organization. If the title is transferred to the organization and from the organization to a qualified
low-income family in the same tax year, the exemption shall continue to the end of that tax year.
The proportionate amount of taxes that are a lien but not yet determined, assessed, and levied for
the tax year in which title is transferred to the organization shall be remitted by the county
auditor for each day of the year that title is held by the organization.

Upon transferring the title to another person, the organization shall file with the county
auditor an affidavit affirming that the title was transferred to a qualified low-income family or
that the title was not transferred to a qualified low-income family, as the case may be; if the title
was transferred to a qualified low-income family, the affidavit shall identify the transferee by
name. If the organization transfers title to the property to anyone other than a qualified low-
income family, the exemption, if it has not previously expired, shall terminate, and the property
shall be restored to the tax list for the year following the year of the transfer and a charge shall be
levied against the property in an amount equal to the amount of additional taxes that would have
been levied if such property had not been exempt from taxation. The charge constitutes a lien of
the state upon such property as of the first day of January of the tax year in which the charge is
levied and continues until discharged as provided by law.

The application for exemption shall be filed as otherwise required under section 5715.27 of
the Revised Code, except that the organization holding the property shall file with its application
documentation substantiating its status as an organization organized and operated exclusively for
charitable purposes under section 501(c)(3) of the Internal Revenue Code and its qualification for
exemption from federal taxation under section 501(a) of the Internal Revenue Code, and
affirming its intention to construct or rehabilitate the property for the eventual transfer to
qualified low-income families.

As used in this division, "qualified low-income family" means a family whose income does
not exceed two hundred per cent of the official federal poverty guidelines as revised annually in
accordance with section 673(2) of the "Omnibus Budget Reconciliation Act of 1981," 95 5tat.
511, 42 U.S.C.A. 9902, as amended, foi a family size equal to the size of the family whose
income is being deternuned.

(F) Real property held by a county land reutilization corporation organized under Chapter
1724. of the Revised Code shall be exempt from taxation. Notwithstanding section 5715.27 of
the Revised Code, a county land reutilization corporation is not required to apply to any county
or state agency in order to qualify for the exemption.

The exemption shall commence on the day title to the property is transferred to the
corporation and shall continue to the end of the tax year in which the instrument transferring title
from the corporation to another owner is recorded, if the use to which the other owner puts the
property does not qualify for an exemption under this section or any other section of the Revised
Code. If the title to the property is transferred to the corporation and from the corporation in the
same tax year, the exemption shall continue to the end of that tax year. The proportionate amount
of taxes that are a lien but not yet determined, assessed, and levied for the tax year in which title
is transferred to the corporation shall be remitted by the county auditor for each day of the year
that title is held by the corporation.

Upon transferring the title to another person, the corporation shall file with the county auditor
an affidavit affmning that the title was transferred to such other person and shall identify the
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transferee by name. If the corporation transfers title to the property to anyone that does not
qualify or the use to which the property is put does not qualify the property for an exemption
under this section or any other section of the Revised Code, the exemption, if it has not
previously expired, shall tenninate, and the property shall be restored to the tax list for the year
following the year of the transfer. A charge shall be levied against the property in an amount
equal to the amount of additional taxes that would have been levied if such property had not been
exempt from taxation. The charge constitutes a lien of the state upon such property as of the first
day of January of the tax year in which the charge is levied and continues until discharged as
provided by law.

In lieu of the application for exemption otherwise required to be filed as required under
section 5715.27 of the Revised Code, a count land reutilization corporation holding the property
shall, upon the request of any county or state agency, submit its articles of incorporation
substantiating its status as a county land reutilization corporation.

HISTORY:

RS § 2732; S&S 761; S&C 1440; 61 v 39, § 3; 88 v 95; 91 v 393, 216; 99 v 449; GC § 5353;
103 v 548; 110 v 77; 121 v 241; Bureau of Code Revision, 10-1-53; 132 v S 207 (Eff 5-31-68);
142 v S 21 (Eff 10-20-87); 143 v H 253 (Eff 11-15-90); 144 v H 782 (Eff 4-8-93); 145 v H 281
(Eff 7-2-93); 146 v H 117 (Eff 9-29-95); 148 v H 194 (Eff 11-24-99); 149 v H 405 (Eff 12-13-
2001); 149 v H 416. Eff 9-6-2002; 151 v H 66, § 101.01, eff. 6-30-05; 152 v S 353, § 1, eff. 4-7-
09.
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R.C. 5709.121

(A) Real property and tangible personal property belonging to a charitable or educational
institution or to the state or a political subdivision, shall be considered as used exclusively for
charitable or public purposes by such institution, the state, or political subdivision, if it meets one
of the following requirements:

(1) It is used by such institution, the state, or political subdivision, or by one or more other
such institutions, the state, or political subdivisions under a lease, sublease, or other contractual
arrangement:

(a) As a community or area center in which presentations in music, dramatics, the arts,
and related fields are made in order to foster public interest and education therein;

(b) For other charitable, educational, or public purposes.

(2) It is made available under the direction or control of such institution, the state, or
political subdivision for use in furtherance of or incidental to its charitable, educational, or public
purposes and not with the view to profit.

(3) It is used by an organization described in division (D) of section 5709.12 of the Revised
Code. If the organization is a corporation that receives a grant under the Thomas Alva Edison
grant program authorized by division (C) of section 122.33 of the Revised Code at any time
during the tax year, "used," for the purposes of this division, includes holding property for lease
or resale to others.

(B) (1) Property described in division (A)(1)(a) of this section shall continue to be considered
as used exclusively for charitable or public purposes even if the property is conveyed through
one conveyance or a series of conveyances to an entity that is not a charitable or educational
institution and is not the state or a political subdivision, provided that all of the following
conditions apply with respect to that property:

(a) The property has been listed as exempt on the county auditor's tax list and duplicate
for the county in which it is located for the ten tax years immediately preceding the year in which
the property is conveyed through one conveyance or a series of conveyances;

(b) The owner to which the property is conveyed through one conveyance or a series of
conveyances leases the property through one lease or a series of leases to the entity that owned or
occupied the property for the ten tax years immediately preceding the year in which the property
is conveyed or an affiliate of such prior owner or occupant;

(c) The property includes improvements that are at least fifty years old;

(d) The property is being renovated in connection with a claim for historic preservation
tax credits available under federal law;

(e) The property continues to be used for the purposes described in division (A)(1)(a) of
this section after its conveyance; and

(f) The property is certified by the United States secretary of the interior as a "certified
historic structure" or certified as part of a certified historic structure.
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(2) Notwithstanding section 5715.27 of the Revised Code, an application for exemption
from taxation of property described in division (B)(1) of this section may be filed by either the
owner of the property or its occupant.

(C) For purposes of this section, an institution that meets all of the following requirements is
conclusively presumed to be a charitable institution:

(1) The institution is a nonprofit corporation or association, no part of the net earnings of
which inures to the benefit of any private shareholder or individual;

(2) The institution is exempt from federal income taxation under section 501(a) of the
Internal Revenue Code;

(3) The majority of the institution's board of directors are appointed by the mayor or
legislative authority of a municipal corporation or a board of county commissioners, or a
combination thereof;

(4) The primary purpose of the institution is to assist in the development and revitalization
of downtown urban areas.

HISTORY:

133 v H 817 (Eff 10-24-69); 144 v H 782 (Eff 4-8-93); 149 v H 405. Eff 12-13-2001; 151 v
H 66, § 101.01, efl: 6-30-05; 152 v H 562, § 101.01, eff. 9-23-08; 152 v H 458, § 1, eff. 12-30-
08.



R.C. 5713.081

(A) No application for real property tax exemption and tax remission shall be filed with, or
considered by, the tax commissioner in which tax remission is requested for more than three tax
years, and the commissioner shall not remit more than three years' taxes, penalties, and interest.

(B) All taxes, penalties, and interest, that have been delinquent for more than three years,
appearing on the general tax list and duplicate of real property which have been levied and
assessed against parcels of real property owned by the state, any political subdivision, or any
other entity whose ownership of real property would constitute public ownership, shall be
collected by the county auditor of the county where the real property is located. Such auditor
shall deduct from each distribution made by the auditor, the amount necessary to pay the tax
delinquency from any revenues or funds to the credit of the state, any political subdivision, or
any other entity whose ownership of real property would constitute public ownership thereof,
passing under the auditor's control, or which come into the auditor's possession, and such
deductions shall be made on a continuing basis until all delinquent taxes, penalties, and interest
noted in this section have been paid.

(C) As used in division (B) of this section, "political subdivision" includes townships,
municipalities, counties, school districts, boards of education, all state and municipal
universities, park boards, and any other entity whose ownership of real property would constitute
public ownership.

HISTORY:

132 v S 351 (Eff 11-24-67); 136 v H 920 (Eff 10-11-76); 140 v H 260 (Eff 9-27-83); 144 v H
399. Eff 11-28-91; 150 v H 95, § 1, eff. 6-26-03.
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R.C. 5715.27

(A) Except as provided in section 3735.67 of the Revised Code, the owner, a vendee in
possession under a purchase agreement or a land contract, the beneficiary of a trust, or a lessee
for an initial term of not less than thirty years of any property may file an application with the tax
connnissioner, on forms prescribed by the cormnissioner, requesting that such property be
exempted from taxation and that taxes, interest, and penalties be remitted as provided in division
(C) of section 5713.08 of the Revised Code.

(B) The board of education of any school district may request the tax commissioner to
provide it with notification of applications for exemption from taxation for property located
within that district. If so requested, the commissioner shall send to the board on a monthly basis
reports that contain sufficient information to enable the board to identify each property that is the
subject of an exemption application, including, but not limited to, the name of the property
owner or applicant, the address of the property, and the auditor's parcel number. The
commissioner shall mail the reports by the fifteenth day of the month following the end of the
month in which the commissioner receives the applications for exemption.

(C) A board of education that has requested notification under division (B) of this section
may, with respect to any application for exemption of property located in the district and
included in the convnissioner's most recent report provided under that division, file a statement
with the commissioner and with the applicant indicating its intent to submit evidence and
participate in any hearing on the application. The statements shall be filed prior to the first day of
the third month following the end of the month in which that application was docketed by the
commissioner. A statement filed in compliance with this division entitles the district to submit
evidence and to participate in any hearing on the property and makes the district a party for
purposes ofsections 5717.02 to 5717.04 of the Revised Code in any appeal of the commissioner's
decision to the board of tax appeals.

(D) The commissioner shall not hold a hearing on or grant or deny an application for
exemption of property in a school district whose board of education has requested notification
under division (B) of this section until the end of the period within which the board may submit a
statement with respect to that application under division (C) of this section. The commissioner
may act upon an application at any time prior to that date upon receipt of a written waiver from
each such board of education, or, in the case of exemptions authorized by section 725.02,
1728.10, 5709.40, 5709.41, 5709.411 [5709.41.11, 5709.62, 5709.63, 5709.632 [5709.63.2],
5709.73, 5709.78, 5709.84, or 5709.88 of the Revised Code, upon the request of the property
owner. Failure of a board of education to receive the report required in division (B) of this
section shall not void an action of the commissioner with respect to any application. The
commissioner may extend the time for filing a statement under division (C) of this section.

(E) A complaint may also be filed with the commissioner by any person, board, or officer
authorized by section 5715.19 of the Revised Code to file complaints with the county board of
revision against the continued exemption of any property granted exemption by the
commissioner under this section.

(F) An application for exemption and a complaint against exemption shall be filed prior to
the thirty-first day of December of the tax year for which exemption is requested or for which the
liability of the property to taxation in that year is requested. The commissioner shall consider
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such application or complaint in accordance with procedures established by the commissioner,
deternnine whether the property is subject to taxation or exempt therefrom, and certify the
commissioner's findings to the auditor, who shall correct the tax list and duplicate accordingly. If
a tax certificate has been sold under section 5721.32 or 5721.33 ofthe Revised Code with respect
to property for which an exemption has been requested, the tax commissioner shall also certify
the findings to the county treasurer of the county in which the property is located.

(G) Applications and complaints, and documents of any kind related to applications and
complaints, filed with the tax commissioner under this section, are public records within the
meaning of section 149.43 of the Revised Code.

(H) If the commissioner determines that the use of property or other facts relevant to the
taxability of property that is the subject of an application for exemption or a complaint under this
section has changed while the application or complaint was pending, the commissioner may
make the determination under division (F) of this section separately for each tax year beginning
with the year in which the application or complaint was filed or the year for which remission of
taxes under division (C) of section 5713.08 of the Revised Code was requested, and including
each subsequent tax year during which the application or complaint is pending before the
commissioner.

HISTORY:

GC § 5616; 106 v 246(265), § 69; Bureau of Code Revision, 10-1-53; 136 v H 920 (Eff 10-
11-76); 139 v S 262 (Eff 6-23-82); 140 v H 260 (Eff 9-27-83); 141 v H 321 (Eff 1-1-86); 143 v S
257 (Eff 9-26-90); 143 v S 332 (Eff 1-10-91); 148 v H 493. Eff 10-27-2000; 150 v H 95, § 1, eff.
6-26-03; 152 v H 160, § 1, eff. 6-20-08.
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R.C. 5715.271

In any consideration concerning the exemption from taxation of any property, the burden of
proof shall be placed on the property owner to show that the property is entitled to exemption.
The fact that property has previously been granted an exemption is not evidence that it is entitled
to continued exemption.

HISTORY:

141 v H 321. Eff 10-17-85.
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R.C. 5717.04

The proceeding to obtain a reversal, vacation, or modification of a decision of the board of tax
appeals shall be by appeal to the supreme court or the court of appeals for the county in which
the property taxed is situate or in which the taxpayer resides. If the taxpayer is a corporation,
then the proceeding to obtain such reversal, vacation, or modification shall be by appeal to the
supreme court or to the court of appeals for the county in which the property taxed is situate, or
the county of residence of the agent for service of process, tax notices, or demands, or the county
in which the corporation has its principal place of business. In all other instances, the proceeding
to obtain such reversal, vacation, or modification shall be by appeal to the court of appeals for
Franklin county.

Appeals from decisions of the board determining appeals from decisions of county boards of
revision may be instituted by any of the persons who were parties to the appeal before the board
of tax appeals, by the person in whose name the property involved in the appeal is listed or
sought to be listed, if such person was not a party to the appeal before the board of tax appeals,
or by the county auditor of the county in which the property involved in the appeal is located.

Appeals from decisions of the board of tax appeals determining appeals from final
determinations by the tax commissioner of any preliminary, amended, or final tax assessments,
reassessments, valuations, determinations, findings, computations, or orders made by the
commissioner may be instituted by any of the persons who were parties to the appeal or
application before the board, by the person in whose name the property is listed or sought to be
listed, if the decision appealed from determines the valuation or liability of property for taxation
and if any such person was not a party to the appeal or application before the board, by the
taxpayer or any other person to whom the decision of the board appealed from was by law
required to be certified, by the director of budget and management, if the revenue affected by the
decision of the board appealed from would accrue primarily to the state treasury, by the county
auditor of the county to the undivided general tax funds of which the revenues affected by the
decision of the board appealed from would primarily accrue, or by the tax commissioner.

Appeals from decisions of the board upon all other appeals or applications filed with and
determined by the board may be instituted by any of the persons who were parties to such appeal
or application before the board, by any persons to whom the decision of the board appealed from
was by law required to be certified, or by any other person to whom the board certified the
decision appealed from, as authorized by section 5717.03 ofthe Revised Code.

Such appeals shall be taken within thirty days after the date of the entry of the decision of the
board on the journal of its proceedings, as provided by such section, by the filing by appellant of
a notice of appeal with the court to which the appeal is taken and the board. If a timely notice of
appeal is filed by a party, any other party may file a notice of appeal within ten days of the date
on which the first notice of appeal was filed or within the time otherwise prescribed in this
section, whichever is later. A notice of appeal shall set forth the decision of the board appealed
from and the errors therein complained of. Proof of the filing of such notice with the board shall
be filed with the court to which the appeal is being taken. The court in which notice of appeal is
first filed shall have exclusive jurisdiction of the appeal.
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In all such appeals the tax commissioner or all persons to whom the decision of the board
appealed from is required by such section to be certified, other than the appellant, shall be made
appellees. Unless waived, notice of the appeal shall be served upon all appellees by certified
mail. The prosecuting attorney shall represent the county auditor in any such appeal in which the
auditor is a party.

The board, upon written demand filed by an appellant, shall within thirty days after the filing
of such demand file with the court to which the appeal is being taken a certified transcript of the
record of the proceedings of the board pertaining to the decision complained of and the evidence
considered by the board in making such decision.

If upon hearing and consideration of such record and evidence the court decides that the
decision of the board appealed from is reasonable and lawful it shall affirm the same, but if the
court decides that such decision of the board is unreasonable or unlawful, the court shall reverse
and vacate the decision or modify it and enter final judgment in accordance with such
modification.

The clerk of the court shall certify the judgment of the court to the board, which shall certify
such judgment to such public officials or take such other action in connection therewith as is
required to give effect to the decision. The "taxpayer" includes any person required to return any
property for taxation.

Any party to the appeal shall have the right to appeal from the judgment of the court of appeals
on questions of law, as in other cases.

HISTORY:

GC § 5611-2; 107 v 550; 116 v 104(123), § 2; 118 v 344(355); 119 v 34(49); Bureau of Code
Revision, 10-1-53; 125 v 250 (Eff 10-2-53); 135 v S 174 (Eff 12-4-73); 137 v H 634 (Eff 8-15-
77); 140 v H 260 (Eff 9-27-83); 142 v H 231. Eff 10-5-87.
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9 1701q TITLE 12-BANKS AND BANKING

(Pub. L. 98-181, title IV, § 469, Nov. 30, 1983, 97
Stat. 1237.)

CODIPiCATION

Seetion was enacted as part of the Housing and
Urban-Rural Recovery Act of 1983 and also as part of
the Domestic Housing and International Recovery and
Flnanclal8tability Act, and not as part of the Natdon-
al Houshlg Act which oomprlses this chapter.

9 1701q. Loana for housing and related facilitfes for
elderly or handicapped famtllea

(a) Purpoae•, authorization; amount; terms and condi-
tions; revolving fund; isauance of obligations; ag-
gregate amount; purehase and sale by Secretary
of 1Yeasury; public debt transactions; availabiiity
of fund; servicing of mortgage loans; criteria for
review of applications; tecbnical and training as-
sistance

(1) The purpose of this sectlon is to assist pri-
vate nonprofit corporations, limited profit
sponsors, consumer cooperatives, or public
bodies or agencies to provide housing and relat-
ed faeilities for elderly or handicapped famllies.

(2) In order to carry out the purpose of this
seotion, the Secretary may make loans to any
corporation (as defined in subsection (d)(2) of
this section), to any limited profit sponsor ap-
proved by the Seeretary, to any consumer coop-
erative, or to any public body or agencies for
the provision of rental or c0operattve housing
and related facilities for elderly or handicapped
famiiies, except that (A) no such loan shall be
made unless the applicant shows that it is
unable to secure the necessary funds from
other sources upon terms and conditions equal-
ly as favorable as the terms and conditions ap-
plicable to loans under this section, (B) no such
loan shall be made unless the Secretary finds
that the construction wlil be undertaken in an
economical manner and that it will not be of
elaborate or extravagant design or materials,
and (C) no such loan shall be made to a public
body or agency unless it certifies that It Is not
receiving financial assistance from the United
States exclusively pursuant to the United
States Housing Act of 1937 [42 U.S.C. 1437 et
seq.].

(3)(A) A loan under this section may be In an
amount not exceeding the total development
cost (as defined in subsection (d)(3) of this sec-
tion), as determined by the Secretary, except
that in the case of other than a corporation,
consumer cooperative or public body or agency
the amount of the loan shall not exceed 90 per
centum of the development eost; shall be se-
cured In such manner and be repaid within
such period, not exceeding fifty years, as may
be determined by him; and shali bear interest
at a rate which is not more than a rate deter-
mined by the Secretary taking into consider-
ation the average yleid, during the 3-month
period immediately preeeding the fiscal year in
which the loan is made, on the most recently
issued 30-year marketable obligations of the
United States, adJusted to the nearest one-
eighth of 1 per centum, plus an allowance ade-
quate in the ,iudgment of the Secretary to cover
adminlstrative costs and probable losses under
the program, except that such interest rate
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(B) At the option of the borrower, a loan
under this section may be made and may be
processed for a conditional or firm commitment
either (i) at an interest rate not to exceed a rate
and allowance determined by the Secretary in
accordance with subparagraph (A) using the 1-
month period immediately prior to the month
in which the request for a commitment is sub-
mitted; or (ii) at an interest rate not to exceed a
rate and allowance determined by the Seere-
tary in accordance with subparagraph (A) using
the 3-month period immediately preceding the
fiscal year In which the request for a commit-
ment is submitted.

(4)(A) There is authorized to be appropriated
for the purposes of this seetion not to exceed
$500,000,000, which amount shall be Increased
by $150,000,000 on July 1, 1969. Amounts so ap-
propriated, and the proceeds from notes or
other obligations issued under subpare.graph
(B), shall constitute a revolving fund to be used
by the Secretary in carrying out this section.

M(i) To carry out the purposes of this sec-
tion, the Secretary is authorized to isaue to the
Secretary of the Treasury notes or other obli-
gations in an aggregate amount not to exceed
$1,475,000,000, which amount shall be increased
to $2,387,500,000 on October 1, 1977, to
$3,300,000,000 on October
$3,827,500,000 on October
$4,777,500,000 on October
$5,752,500,000 on October
$6,400,000,000 on October 1, 1983, to such sum
as may be approved in an approprtation Act on
October 1, 1984, and to such sums as may s ap-
proved in appropriation Acts for fiscal years
1988 and 1989, in such forms and denomina-
tions, bearing such maturities, and subJect to
such terms and conditions as may be prescribed
by the Secretary of the Treasury. Such notes or
other obligations shall bear interest at a rate
determined by the Secretary of the Treasury
taking into consideration the average yield,
during the 3-month period immediately preced-
ing the fiscal year in which the loan is made, on
the most recently issued 30-year marketable ob-
tigations of the United States. The Secretary of
the Treasury is authorized and directed to pur-
chase any notes and other obligations Issued
hereunder and for that purpose he is author-
iaed to use as a public debt transaction the pro-
ceeds from the sale of any securities issued
under chapter 31 of title 31; and the purposes
for which securities may be issued under such
chapter are extended to include any purchase
of such notes and obligations. The Secretary of
the Treasury may at any time seil any of the
notes or other obligations acquired by him
under this section. AU redemptions, purchases,
and sales by the Secretary of the Treasury of
such notes or other obligations shall be treated
as public debt transactions of the United
States. The Secretary may not issue notes or
other obligations to the Secretary of the Treas-
ury pursuant to this section in an aggregate
amount, exceeding $800,000,000 except as ap-
proved )n appropriation Acts.

plus such allowance shall not exceed 9.25 per
centum per annum. ' 3o In orlglnaL Probably shoDltl be "mar be".

1, 1978, to
1, 1979, to
1, 1980, to
1, 1981, to
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Page 681 TITLE 12-BANBS AND BANKING

(ii) The receipts and disbursements of the
fund shall not be included in the total of the
Budget of the United States Government and
shaA be exempt from any limitation on annuai
expenditures or net lending.

(C) Amounts in the fund shall be available to
the Secretary for the purpose of making loans
under this seetlon and for paying interest on
obligatlons issued under subparagraph (B). The
aggregate loans made under this section shall
not exceed the limits on such lending authorlty
established in appropriation Acts, and not more
than $666,400,000 may be approved in appro-
priation Acts for such loans with respect to
fiscal year 1984. F'or fiseal years.1988 and 1989,
not more than $821,701fl00 and $630,000,000,
respectively, may be approved [n.appropriation
Acts for such loans.

(5) To the maximum extent practicable, the
Secretary shall use the services and facillties of
the private mortgage industry in servicing
mortgage loans made under this section.

(6) In reviewing applications for loans under
this section. the Secretary may consider the
extent to which such loans-

(A) w)ll assist in stabillzing, conserving, and
revitalizing neighborhoods and communitles;

(B) will assist In providing housing for eld-
erly and handicapped familles In neighbor-
hoods and communities in which they are ex-
periencing significant displacement due to
public or private Investment; or

(C) will assist in the substantial rehabffita-
tion, in an economical manner, of structures
having architectural, historical, or cultural
significance.
(7) The Secretary may make avallable appro-

priate technieal and tratning assistance to
assure that applleants having llmited resources,
particularly minority applicants, are able to
participate more fully in the program carrled
out under this section.

(8) In reviewblg appllcations for loans under
this section, the Secretary shaA give a priority
to aay pro3ect that will provide housing de-
signed to replace a structure that is owned by a
public housing agency, contains not less than
100 dwelling umts, is used for housing only eld-
erly families, and is to be demolished. The re-
quirements of this paragraph shall not apply
after September 30,1988.
(b) flunotioes, powers, and duties of Secretary

In the performance of. and with respect to,
the functions, powers, and duties vested In him
by this section the Secretary shall (in addition
to any authority otherwise vested in him) have
the functions, powers, and duties set forth in
sectfon 402 (except subsection (c)(2)) of the
Housing Act of 1950 [12 U.S.C. 1749a].f
(e) Use of housing for traneient or hotel purposee;

prevalling wage rates
(1) Housing constructed with a loan made

under this section shall not be used for tran-
sient or hotel purposes while such loan is out-
standing.

(2) As used [n paragraph (1), the term "tran-
stent or hotel purposes" shall have such mean-

• See Referenees in Text note below.
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ing as may be prescribed by the Secretary, but
rental for any period less than thirty days shaA
in any event constitute use for such purposes.
The provlsions of subsections (f) through (J) of
section 513 of the National Housing Act (as
added by section 132 of the Housing Act of
1954) 112 U.S.C. 1731b(f)-(j)] shall apply in the
case of violations of paragraph (1) as though
the housing described in such subsectlon were
multifamily housing (as defined in section
513(e)(2) of the National Housing Act) [12
U.S.C. 173lb(e)(2)] with respect to which a
mortgage is insured under such Act [12 U.S.C.
1701 et seq.].

(3) The Secretary shall take such action as
may be necessary to insure that all laborers and
mechanics employed by contractors and sub-
contractors in the construction of housing as-
sisted under this section and designed for dwell-
ing use by 12 or more elderly or handicapped
families shall be pald wages at rates not less
than those prevaIIing in the locality involved
for the corresponding ciasses of laborers and
mechanics employed on construction of a simi-
lar character, as determined by the Secretary
of Labor in accordance with the Act of March
3, 1931, as amended (the Davis-Bacon Act) 140
U.S.C. 246a et seq.l; but the Secretary may
walve the application of this paragraph in cases
or classes of eases where laborers or mechanics,
not otherwise employed at any time In the con-
struction of such housing, voluntarily donate
their services without full compensation for the
purpose of lowerhlg the costs of construction
and the Secretary determines that any
amounts saved thereby are fully credited to the
corporation, cooperative, or public body or
agency undertaking the construction.

(d) Definitions
As used In this section-

(1) The term "housing" means structures
suitable for dweliing use by elderly or handi-
capped families which are (A) new structures,
or (B) provided by rehabilitation, alteration,
conversion, or improvement of existing struc-
tures which are otherwise inadequate for pro-
posed dwelling use by such families.

(2) The term "corporation" means any in-
corporated private institution or foundation-

(A) no part of the net earnings of which
inures to the benefit of any member, found-
er, contributor, or individual;

(B) which has a governing board (i) the
membership of which is selected in a
manner to assure that there is significant
representation of the views of the cominunl-
ty In which such project is located, and (ii)
which is responsible for the operation of
the housing project assisted under this sea-
tlon; and

(C) which is approved by the Secretary as
to financial responsibility.

(3) The term "development cost" means
costs of construction of housing and of other
related facilities, the cost of movables neces-
sary to the basic operation of the project as
determined by the Secretary, and of the land
on which lt Is loeated, including necessary site
Improvement, which cost shall be deterrnined
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without regard to mortgage limits applicable
to housing projects subject to mortgages in-
sured under sectlon 231 of the National Hous-
ing Act [12 U.S.C. 1715v]. In the case of hous-
ing to meet the needs of handicapped (pri-
nuuily nonelderlY) persons, such term also
means the cost of acquhing existing housing
and related facillties, the cost of rehabllita-
tion, alteration, conversion, or improvement,
including the moderate rehab111tation, there-
of, and the eost of the land on whloh the
housing and related facilities are located.

(4) The term "elderly or handicapped fami-
]fes" means famllles which consist of two or
more persons and the head of which (or his
spouse) is sixty=two years of age or over or is
handicapped, and such term also means a
single person who is sixty-two years of age or
over or is handicapped. A person shall be con-
sidered handicapped if sueh person is deter-
mined, pursuant to regulations issued by the
Secretary, to have an impairment which (A)
is expected to be of long-continued and indefi-
nite duration, (B) substantially Impedes his
abillty to live independently, and (C))s of
such a nature that such abllity could be im-
proved by more suitable housing conditions.
A person shall also be considered handi-
capped if such person has a developmental
disability as defined In seotion 8001(7) of title
42. The Secretary shall prescribe such regula-
tions as may be necessary to prevent abuses
in determining, under the definitions con-
tained in this paragraph, the eligibility, of
families and persons for admission to and oo•
cuPancy of housing cematructed with assist-
ance under this section. Notwithstanding the
preceding provisions of this paragraph, the
term "elderly or handicapped families" in-
eludes two or more eldeXly or handicapped
persons living together, one or more such per-
sons living with another person who is deter-
mined (under regulations prescribed by the
Secretary) to be essential to their care or
well-being, and the surviving member or
members of any family described in the first
sentence of this paragraph who were ]ivhw, in
a unit assisted under this section, with the de-
cessed member of the family at the time of
his or her death.

(5) The term "State" includes the several
States, the District of Columbia, the Com-
monwealth of Puerto Rico, and the posses-
sions of the United States.

(6) The term "Secretary" means the Secre-
tary of Housing and Urban Development.

(7) The term "construction" means erection
of new structures or rehabIIitation, alteration,
conversion, or Improvement of existing struc-
tures.

(8) The term "related facilities" means (A)
new structures suitable for use by elderly or
handicapped families residing in the project
or in the area as cafeterias or dining halls,
community rooms or buildings, workshops,
adult day health facllities, or other outpa-
tient health facilit[es, or other essential serv-
ice facillties, and (B) structures suitable for
the above uses provided by rehabilitation, al-
teration, conversion, or Improvement of exist-
ing structures which are otherwise inad-
equate for such uses.
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(9) The term "hous)ng for handicapped
famflles" means housh;g and related facilities
to be occupied by handicapped famllies who
are prhnarily nonelderly handicapped fami-
lies.

(10) The term "nonelderly handicapped
families" meaps elderly or handicapped fami-
lies, the head of which (and spouse, if any) is
less than 62 Years of age at the time of initial
ooeupancY of a prolect asslsted under this sec-
tion.

(e) Exception
Nothing in this section or in regulations pro-

mulgated under thls section shall prevent a cor-
poration or consumer cooperative from obtain-
ing a loan under this section for the provision
of housing and related facRities for elderly or
handicapped famiiies, notwithstanding the fact
that such corporation or cooperative has there-
tofore obtained a commitment from the Feder-
ai Housing Administration for mortgage insur-
ance under section 231 of the National Housing
Act 112 U.S.C. 1715v] with respect to the hous-
ing Involved, if (1) such corporation or coopera-
tive is otherwise eligible for such loan under
this section, (2) such commitment was obtained
prlor to June 30, 1961, and (3) the Secretary de-
termines that the finaneing of such housing
through a loan under this section rather than
through mortgage insurance under such section
231 [12 U.S.C. 1718v] is necessary or desirable
in order to avoid hardship for the elderly or
handicapped familles who are the prospective
tenants of such housing.

(f) Assurance by Secretary of applicable State and
local plans responding to Federal program re-
quirements for assisted houeing and related fa-
cilities; submieelon of supportive services plan

(1) In carrying out the provis[ons of this sec-
tion, the Secretary shall seek to assure, pursu-
ant to applicable regulations, that housing and
related facilities assisted under this sectton wUl
be in apProPriate support of, and supported by,
applicable State and local plans which respond
to Federal program requirements by providing
an assured range of necessary services for indi-
vidua)s occupying such housing (which services
may include, among others, health (including
adult day health services), continuing educa-
tion, welfare, informational, recreational,
homemaker, counseling, and referrai services,
transportation where necessary to facilitate
access to social servtces, and services desiSned
to eneourage and assist recipfents to use the
services and facilities available to them),lnclud-
ing plans approved by the Secretary of Heaith
and Human Services pursuant to section 133 of
the Mental Retardation Pacilities and Commu-
nity Mental Health Center Construction Act of
1963 or pursuant to title 111 of the Older Ameri-
cans Act of 1965 [42 U.S.C. 3021 et setl.].

(2) Each applicant for a loan under this sec-
tion for housing and related facilities shall
submit with the application a supportive serv-
ices plan describing-

(A) the category or categories of families
such housing and facilities are lntended to
serve
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(8) the range of necessary services to be
provided to the families occupying such hous-
htg;

(C) the manner in which such services wUl
be provlded to such families; and

(D) the extent of State and looal funds
available to assist in the provision of such
services.

(g) Regulations; coordination of applications for
loana under this section and section 1487f of title
42; adjuetnient of assistance

In carrying out the provisions of this section
and section 8 of the United States Housing Act
of 1937 [42 U.S.C. 1437f], the Secretary shall
tssue and Implement regulations, as soon as
practicable after October 12, 1977, which shail
provide that the processing of any application
for a loan for a project under this section and
the processing of any application for assistance
.under such seotion 8[42 U.S.C. 1437f] with re-
spect to housing units In the same such project
shall be coord(nated in an economlcal and effi-
cient manner. At the time of settlement on per-
manent financing with respect to a project
under this sectton, the Secretary shall make an
appropriate adJustment in the amount of any
assistance to be provided under a contract for
annual oontributions pursuant to se.ction 8 of
the United States Housing Act of 1937 in order
to reflect fully any difference between the in-
terest rate which will actually be charged in
connection with such permanent financing and
the Interest rate which was in effect at the time
of the reservation of assistance in connection
with the pro3ect.
(h) I.oans for development costs for housing for

handicapped families; standards for allocating
funds and processing applications for loans and
assletance payments; annual contracts with hous-
Iag owners for assistance payments

(1) Of the amounts made available in apDro-
priatfon Acts for loans under subsection
(a)(4HC) of this section for any fiscal year com-
mencing after September 30, 1987, not less than
15 peroent shall be available for loans for the
development costs of housing for handicapped
families. If the amount requlred for any such
fiacal year for approvable applications for
loan' under this subsection is less than the
amount available under this paragraDh, the bal-
ance shaII be made avatlable for loans under
other provistons of this section.
(2) The Secretary shall take such actions as

may be necessary to ensure that-
(A) funds made available under this subsec-

tion will be used to support a variety of meth-
ods of ineeting the needs primarily of nonel-
derly handicapped families by providing a va-
riety of housing options, ranging from small
group homes to independent Ilving complex-
es; and

(B) housing for handicapped families assist-
ed under this subsection will provide familfes
occupying units in such housing with an as-
sured range of services specified in subsection
(f) of this section, wIII provide such families
with opportunities for optimal independent

• So In orlgina7. Probably should be "loana".
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living and participation In normal dafly activi-
ties, and w1Il facilitate access by such families
to the community at large and to suitable em-
ployment opportunities within such commu-
nity.

(3)(A) In ailocating funds under this subsec-
tfon, and in processing applicatior;s for loans
under this sectlon and assistance payments
under paragraph (4), the Secretary shall adopt
such distinct standards and procedures as the
Secretary determines appropriate due to differ-
ences between housing for handicapped fami-
lfes and other housing assisted under this sec-
tion. In adopting such standards, the Secretary
shall ensure adequate participation by repre-
sentatives of the disabfUty community through
the provisfons available under the Federal Ad-
vlsory Committee Act.

(B) The Secretary may, on a demonstration
basis, determine the feasibility and desirability
of reducing processing time and costs for hous-
ing for handicaDped families by limiting project
design to a small number of Drototype designs.
Any such demonstration shall be limited to the
3-year period following February 8, 1988, may
oniy involve projects whose sponsors consent to
partielpation in such demonatratfon, and shall
be described in a report submitted by the Secre-
tary to the Congress following completion of
such demonstration.

(4)(A) The Secretary shall, to the extent ap-
proved in approprlation Acts, enter into con-
tracts with owners of housing for handicapped
famil(es receiving loans under, or meeting the
requirements of, this section to make monthly
payments to cover any part of the costs attrib-
uted to units occupied (or, as approved by the
Secretary, held for occupancy) by lower income
famil(es that is not met from project Income.
The annual contract amount for any project
shall not exceed the sum of the Initial annual
project rentals for atl units and any initial utili-
ty allowances for sueh units, as aDproved by the
Secretary. Any contract amounts not used by a
proiect in any year shall remain available to
the project until the expiration of the eontraot.
The term of a contract entered Into under this
subparagraph shall be 240 months. The annual
contract amount may be adjusted by the Secre-
tary if the sum of the project ineome and the
amount of assistance payments available under
this subparagraph are Inadequate to provide
for reasonable proiect costs. In the case of an
intermediate care faolllty in which there reside
families assisted under title of the Social
3ecurity Act [42 U.S.C. 1396 et seq.7, pro7ect
income under this subparagraph shall include
the same amount as tf such famllles were being
assisted under title XVI of the Soclal Security
Act [42 U.S.C.1381 et seq.].
(B) The Secretary shaII approve inltial

project rentals for any project assisted under
this subsection based on the determination of
the Secretary of the total actual necessary and
reasonable costs of developing and operating
the project, excluding the costs of the assured
range of services under subsection (f) of this
section, taking into consideration the need to
contain costs to the extent practicable and con-
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sistent with the purposes of the pro,iect and
this section.

(C) The Secretary shaII require that, during
the term of each contract entered into under
subparagraph •(A), all units In a proJect assisted
under this subsection shall be made available
for occupancy by lower income famtites, as such
term is defined In section 3(bX2) of -the United
States Housing Act of 1937 142 U.S.C.
1437a(bX2)]. The rent payment reQutred of a
lower income family shall be determined.in ao-
swrdance with sectfon 3(a) of such Act [42
U.S.C. 1437a(a)], except that the gross Income
of a family occupying an intermediate care fa-
cility aesisted under title %I% of the Social Se-
eurity Act [42 U.S.C. 1396 et seq.] shall be the
same amount as if the family were being assisb
ed under title SVI of the SocfalSecurity Act
[42 U.S.C. 1381 et seq.].

(D) The.Secretary shall coordinate the proc-
essing of an applioation for a loan for housing
for handicapped families under this section and
the processing of an applioation for assistance
payments under this paragraph for such hous-
ing.
(i) Efficiency units; esarow accounts; per unit cost

limitatione

(1) Unless otherwise requested by the spon-
sor, a maximum of 25 per centum of the units
in a project financed under this seetion may be
efficiency unita, subject to a determination by
the Secretary that such units are appropriate
for the elderly or handicapped population re-
siding )n the vicinity of such pro,tect or to be
served by such DroJect.

(2) The Secretary may require a sponsor of a
housing project financed with a loan under this
section to deposit an amount not to exceed
$10,000 In a special escrow account to assure
the commitment and long-term management
capabilities of such-sponsor.

(3) In establishing per.unit cost limitations
for purposes of this section, the Secretary shall
take [nto account design features neeessary to
meet the needs of elderly and handicapped resi-
denta, and such limitations shall reflect the
cost of providing such features. The Secretary
shall adjust the per unit cost lhnitations in
effect on January 1, 1983, not less than once
annually to reflect ehanges in the general level
of construction costs.

(i) Prepayment of loans; conditions; eele of mort-
gages

(1) The Secretary may not approve the pre-
payment of any loan made under this section,
or transfer such loan, uniess such prepayment
or transfer is made as part of a transaction that
wlll ensure that the projeet involved wlll con-
tinue to operate until the origtnal maturity
date of such loan in a manner that will provlde
rentsl housing for the elderly and handicapped
on terms at least as advantageous to existing
and future tenants as the terms required by the
original loan agreement entered into under this
section and any other loan agreements entered
into under other provisions of law.

(2) The Secretary may not sell any mortgage
held by the Secretary as security for a loan
made under this section.
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(k) Selectlon of projects for loans; special deeign fea-
tures and congregate space; site group homee and
independent llving facilftles

(1) In the process of selecting pro7eote for
loans tmder this section, the Secretary shall
assure the Inclusion of special design features
and congregate spaae if neceseary to meet the
.special needs of elderly and. handicapped resi-
dents.

(2) The Seeretary shall encourage the provi-
sion of amall and scattered site group homes
and Independent living factlitice for nonelderly
handicapped persons and fami]ies.

(1) Beels for eeleetlon of contractors
The basis for seleetion of a contractor to be

employed in the development or construction
of a project assisted under this section shall be
determined by the proJect sponsor or borrower
if the development cost of the project is less
than $2.000.000. if the pro,lect rentals wlll be
leas than 110 per centum of the fair market
rent appllcable to projecta fhianted under this
section, or if the sponsor of the project is a
labor organization. The Secretary shall not
impose dtfferent repuirements or standards
with respect to construction change orders, in-
creases in loan amount to cover change orders,
errors )n plans and -specifications, and use of
contingency fur:ds, because of the method of
contractor selection used by the sponsor or bor-
rower.

(m) Independent funding by sponsor for amenitiee
Nothing In thts section authorizea the Secre-

tary to prohibit any sponsor from voluntarriy
providing funds.from other sources for amen-
ities and other features of appropriate design
and oonstruction suitable for inclusion in such
proJect If the cost of such amenities is (1) not
financed with the loan, and (2) not taken into
aceount in determining the amount of Federal
subsidy or of the rent contribution of tenants.

(n) Appeal of canceAation of loan authority
The Secretary shall notify the pro,feet spon-

sor not less than 30 days prior to canceling any
loan authority provided under this seetion.
During the 30-day period following the receipt
of a notice under paragraph (1),4 a sponsor may
appeal the DroDosed cancellation of loan au-
thority. Such appeal, including review by the
Secretary, shall be completed not later than 45
days after the appeal Is fIIed.

(Pub. L. 86-372, title II, § 202. Sept. 23, 1959, 73
Stat. 687; Pub. L. 87-70, title II, § 201, June 30,
1961, 75 Stat. 162; Pub. L. 87-723, § 3, Sept. 28,
1982, 78 Stat. 670; Pub. L. 88-158, Oot. 24, 1963,
77 Stat. 278; Pub. L. 88-560, title II, §§ 201,
203(a)(2), Sept. 2, 1964, 78 Stat. 783; Pub. L.
89-117, title I. § 105(a), (b)(1), formerly § 105,
Aug. 10, 1965, 79 Stat. 457, renumbered Pub. L.
89-764, title X. § 1001(1), (2). Nov. 3, 1966, 80
Stat. 1284; Pub. L. 90-19, § 16(a), May 25, 1967,
81 Stat. 25; Pub. L. 90-448, title XVII, § 1706,
Aug. 1, 1988, 82 Stat. 605; Pub. L. 91-152, title
II, § 218, Dec. 24, 1909, 83 Stat. 390; Pub. L.
93-383, title II, § 210(a)-(f), Aug. 22, 1974, 88

• So in origlnai. Probably should be "this subeectlon,".
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Stat. 889-871; Pub. L. 94-375, ¢ 11, Aug. 3, 1978,
90 Stat. 1074; Pub. L. 95-128, title II, p 202, Oct.
12, 1977, 91 Stat. 1129; Pub. I.. 95-557, title II,
4 205, Oct. 31, 1978, 92 Stat. 2090; Fub. L.
96-153, titie III, 5 308(a)-(d), Dec. 21, 1979, 93
Stat. 1112, 1113; Pub. L. 95-399, title III, 1319,
Oot. 8,1980, 04 Stat. 1840; Pub. L. 97-35, title
III, ; 338, Aug. 13, 1981, 95 Stat. 414; Pub. L.
98-181, title. II, 4223(a)(1), (b)-(e), Nov. 30,
1983, 97 Stat. 1189, 1190; Pub. I,. 98-479, title i,
; I02(e), title II, H 201(e), 203(h), Oct. 17, 1984,
98 Stat. 2222, 2228, 2230; Pub. L. 100-242, title I.
4S 181(a)-c)(1), (d)-(U, 162(b), (c), 170(g), Feb.
5,1988,101 Stat. 1855-1857,1859,1857.)

Rsss$aecas ru Tswr

The United States Housing Act of 1937, referred to
In aubseo. (a)(2), is act Sept. 1, 1937, ob. 896, as revised
general)y by Pub. L. 93-883, title II, Aug. 22, 1974, 88
Stat. 853, which is cso°'ite+ generally to chapter 8
(41437 et seq.) of T)tle 42. The Publlo Health and Wel-
fare. For complete clasaification of th)s Act to the
Cade, see Short Title note set out under section 1437
of T(tle 42 and Tables.

Sectien 402 of the Housing Act of 1950 E12 U.S.C.
1749a1, referred to in subsee. (b), was repealed by Pub.
L. 99-188, title vH, 6 708, Oct. 17, 1980, 100 Stat. 1545.
Previously aubsea (c)(2) of section 402 had been re-
pealed and subsea (c)(3) had been redesignated (oH2)
by Pub. L. 98-479, title II, 4 201(d)(1), Oct. 17, 1984, 98
Stat. 2228.

Such Aet, referred to In subeee. (c)(2), means act
'June 27. 1934, ch. 847, 48 Stat. 1246, as amended.

known as the National Housing Act, which is clase)fied
principaRy to this chaDter ( 51701 et seq.). For com-
plete clasalf)cation of this Act to the Code, see section
1701 of this Title and Tables.

The Act of March 3, 1931, as amended (the Davis-
Bacon Act), referred to in subsea (cX3). Is act Mar. 3,
1931. ch. 411. 46 Stat. 1494, as amended, w)doh ie clas-
sified generaUy to seotions 276a to 276a-5 of T1tle 40,
Public Buildings, Property, and Works. For compiete
classificatton of this Act to the Code, see Short Tltle
note set out under seetion 278a of T)tle 40 and Tables.

Sectfon 133 of the Mental Retardation Facllities and
Community Mental Health Center Construction Act
of 1983, referred to in subsec. (fH1), related to State
plans and was classified to section 6063 of Tltle 42.
The Public Health and We)fare. Drlor to a general re-
vision of that Act by Pub. L. 98-527. 12. Oct. 19, 1984,
98 Stat. 2882. See section 6022 of T)tle 42.

The Older Americans Act of 1965, referred to In
subsea (f)(1). Is Pub. L. 89-78, July 14, 1965, 70 Stat.
218, as amended. Tltle III of the Older Americans Act
of 1965 is clesallied genersuy to subohapter III ( 4 3021
et aeq.) of chapter 35 of Title 42. For couiplete e)asa)f(-
eation of this Act to the Code, see Short Title note set
out under section 3001 of Title 42 and Tablea

The Federal Advisory Committee Act, referred to in
subeeo. (h)(3)(A), Is Pub. L. 92-463, Oct. 6, 1972, 86
Stat. 770, as amended, which is set out in the Appen-
dix to Title 5, Oovernment Organ)zatiwt and Employ-
eEB.

The Social Security Act, referred to in subseo.
(h)(4)(A), (C), Is act Aug. 14, 1935, ch. 531, 49 Stat. 620,
as amended. Titles XVI and x'IS of the Social Securi-
ty Act are elasslfied generally to subehapters XVI
(41381 et seq.) and ( q 1398 et seq.), reepectively,
of chapter 7 of Title 42. The Pubhc Health and Wel-
fare. For complete classification of this Act to the
Code, see seotion 1305 of Title 42 and Tables.

ConBrcaa:oa

Section was enacted as part of the Housing Act of
1959. and not as part of the National Hous)ng Act
which comprises this chapter.

Anorxnsi(nrts

1988-Subsec. (a)(3). Pab. I.. 100-242, 6181(eXl), des-
ignated existing arov)sions as subpar. (A), substituted
^taking into conetderation the average yield, dOr)ng
the 8-month period immediately Dreceding the flscal
year in which the loan ie made, on the most reoently
leeued 30-year marketable obligations of the United
States" for "of the Treasury taking into coneideratlon
the average Interest rste on all interest bearing obliga-
tions of the United States then forming a part of the
publtc debt, computed at the end of the flecal year
next preceding the date on which the loan 1s made",
and added subDar. (8).

Subeec. (a)(4HHH0. Pub. L. 100-242, 0181(a), buert-
ed provlelone relating to such sume as may be aD•
proved for flacal years 1088 and 1989, and aubstttuted
"October 1, 1988, to such aum" for "October 1, 1983,
and to such sum".

Fub..L 100-242, 4181(d), substltuted "Such notes or
other obllgations shall bear interest at a rate deter-
mtned by the Secretary of the Treaeury tak)ng into
consideration the average yield, during the 3-month
period )mmedlately proceding the f)scal year in wh(ch
the loan is made, on the most reoently )saued 30-year
marketable obltgations of the United States." for
"Such notes or other ob)fgatione sha)1 bear Interest at
a rate determined by the Seeretary of the Tfeasury,
taking into consideration the average interest rate on
aII interest bearing obligations of the United States
then fonaing a part of the public debt, comDuted at
the end of the fiscal year next preceding the date on
whleh the loan Is made."

Subsee. (aX4)(C). Pub. L. 100-242, 4 181(b), Inserted
provisione relating to loan authority for fiscal years
1988 and 1989.

Subeea (a)(8). Pub. L. 100-242, 4181(f), added par.
(8).

Subsee. (e)(3). Pub. L. 100-242. 4182(b)(3), inserted
reference to construction dee)gned for dwell(ng use by
12 or more elderly or handicapped fandlles.

Subaec. (d)(4). Pub. L 100-242, 4170(g)(1), subsWtut•
ed rpference to a handicapped person ff such person
has a develoDmental disability as defined in section
8001(7) of title 42, for reference to a handieapped
person if such pereon is a developmentally disabled In-
dividual as defined in seetion 102(5) of the Develop-
mental Disabilities Services and Faciilties Construe-
tion Amendments of 1950.

Subsec. (dX9), (10). Pub. L. 100-242, 4182(b)(2),
added para. (9), (10).

Subsea (f). Pub. L. 100-242, 1192(c), deaienated ex-
isting provisions as par. (I) and added par. (2).

Pub. I. 100-242, 4170(g)(2), substituted "section
133" for "section 134".

Subeeo. (h). Pub. L. 100-242, $ 182(bH1), amended
subseo. (h) generally, ohanging structure of subsect)on
from one consisting of introductory Drov)aions and two
numbered paragraphs to one consleting of four num-
bered Daragraphs.

Subaee. (1). Pub. L. 100-242, 4170(g)(8), substituted
"different" for "difference".

Subsee. (n). Pub. L. 100-242, 4101(e), added subsea
(n).

1984--0ubsec. (a)(4)(13)(i). Pub. L. 98-470, ; 203(h),
substituted "chapter 31 of title 81" for "the Second
Liberty Bond Act" and "such chapter" for "tbat Act".

Pub. L. 98479, 4102(c)(1), substituted "October 1.
1984" for "October 1. 1985".

Subseo. (f). Pub. L. 98-479, 6 201(e), substituted
"Health and Human Services" for "Health, Education,
and Weifare".

Subseo. (h)(l). Pub. L. 98-479, 4102(c)(2)(A), inserF
ed "and" at end.

Subaec. (h)(2). Pub. L. 98-479, 41o2(c)(2)(8), substi-
tuted a period for "; and" at end.

Subsec. (1). Pub. L. 98-479, 4 102(cX3), inserted "The
Seeretary shall not impose difference requirementa or
standards with respect to construction change orders.
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Increases In loan amount to cover change orders,
errors In plans and specifications, and use of contin-
gency funds, because of the method of contractor se-
lectlon used by the sponsor or borrower."

1983-Subsec. (a)(3). Pab. L 98-181, 4223(aXl), in-
serted ", except that such interest rate plus such al-
lowance sha)1 not exceed 9.25 per centum per annum".

Subsee. (aX4)(B)(i). Pub. L 98-181. 4 223(b), struck
out "and" after "1980" and inserted ',to

.$8,400,000,000 on October 1, 1983, and to such sum as
may be approved In an appropriation Act on October
1. 1985;'.

Subaea (aX4XC). Pub. L 98-181, 4 223(c), substltut-
ed "$888,400,000" and "1984" for "$850,848,000" and
"1982", respectively.

Subsec. (h). Pub. L 98481, 4 223(d)(1), (2), in provl-
slons preoed)ng par. (1), substituted "1983" for "1978",
and inserted ", and persons described In subpara•
graphs (B) and (C) of subsection (dX4) of this section
who have been released from residential health treat-
ment facilltles".

Subsec. (hXl). Pub. L. 98-181, 4 223(dX3), (b), substl-
tuted "persons described In the first sentence of this
subsection" for "handicapped persons", and struck out
"and" at end.

8ubseo. (h)(2). Pub. L 98-181, 4 223(d)(4), (6), substi-
tuted "persons desoribed In the first sentence of this
subsection who are" for "handlcapped pemons", and
substltuted "such conununlty; and" for "such commu-
nlty"

Subseca. (1) to (m). Pub. L. 98-181, 4223(e), added
subsecs. (i) to (m).

1981-Subsea (aX4)(C). Pub. L 97-35 inserted provl-
slons relating to fiscal year 1982.

1980-Subsea (d)(8). Pub. L 98-399 insetted last sen-
tence relating to housing to meet the needs of handf-
capped (Prtmarily nonelderly) persons.

197"ubsee. (a)(4XBXi). Pub. L 98-163. 1306(a) ,
provided for increase of notes or other obligations to
$3,827,500,000 on October 1, 1979, to $4,777,500,000 on
October 1, 1980, and to $5,752,500,000 on October 1,
1981.

Subsec. (a)(8), (7). Pub. L 96-153, 4308(b), added
pars. (6) and (7).

Subsee. (dXBXA). Pub. L 96-153, 4 308(c)(1), substi-
tuted "adult day health facIDties, or otheC' for "or In-
firmaries or other inpatient or".

Subsec. (f). Pub. L 90-153, 4 308(e)(2), inserted refer-
ence to adult day health services.

Subsec. (9). Pub. L 98-153, 4300(d), inserted provl-
sions that at the time of settlement on permanent fi-
nandng, the Secretary make appropriate sdJustment
In the amount of assistance to be provided under a
contract for aanual contributlons pursuant to seotion
8 of the United States Housing Act of 1937 reflecting
the difference between interest rate which will actuai-
ly be eharged In connectlon with such permanent ft-
naneing and the Interest rate which was In effect at
the time of the reservation of assistance in connection
with the proJect.

1978-Subsec. (aX4XC). Pub. L 95-557, 4 205(b),
struck out "In any flacal year" atter "The aggregate
loans made under this section", and "for such year"
after "lending authority establlshed".

Subsee. (dX2). Pub. L 95-557, 4 205(d), designated
provisions beglnning "no par't of" as par. (A), substi-
tuted "member, founder, contributor, or Individual"
for "private shareholder, contributor, or indtvidual, If
such Institution or foundation is approved by the Sec-
retary as to flnanclal responslbOlty", and added pars.
(B) and (C).

Subsee. (dX3). Pub. L 95-657, 4 205(e), inserted "the
eost of movables necessary to the basic operation of
the proJect as determined by the Secretary:" after "re-
lated facilitles".

Subsec. (h). Puh L 95-557. 4 205(a), added subsec.
(h).

1977-Subsec. (dX3). Pub. L 95-128, 4 202(a), Provid-
ed for determinatlon of "development cost" without
regard to mortgage lfmits applicable to housing
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proJects subJect to mortgages lnsured under section
1715v of this title.

Subsee. (g). Pub. L 95-128, 1202(b), added subsec.
(g).

197"ubsec. (aX3). Pub. L 94-375, 411(cXl), sub-
stltuted "average laterest rate on all interest bearln8
obllgatlons of the United States then forming a part
of the publlc debt, computed at the end of the fis0sl
year next preaeding the date on which the loan is
made" for "current average market yield on outatand-
ing marketable obllgations of the United States with
remaining periods to maturity comparable to the aver-
age maturities of such loans".

Subsee. (aX4)(BXS). Pab. L 94-375, 411(a). (cX2).
substttuted "$1,475,000,000, which amount shall be in-
creased to $2,387,500,000 on October 1, 1977, and to
$3,300,000,000 on October 1, 1978" for 11$890,000,000"
and "the averege interest rate on all interest bear)ng
obligations of the United Statea then forming a part
of the public debt, camputed at the end of the fiscal
year next preoeding the date on which the loan is
made" for "the current average market yield on out-
standing msrketable obllgations of the United States
of comparable maturities durhw the month preeeding
the Issuance of the notes or other obligatiens", and in-
serted provislon restrtcting the amount of notes or ob-
llgations issued to the Secretary of the Treasury to
not more than $800,000,000.

Subseo. (dX4). Pub. L 94-375, 411(b), included In
definition of "elderly or handicapped famllies" two or
more elderly or handicapped penwne living together,
one such person and another providing care for the
first, or a surviving member of the family who was
living in the unit at the time another member dled

1974--8ubsec. (aX3). Puh L 93-383, 4 210(a), substi-
tuted proviatons authorizing the Secretary of the
Treasury to determine the Interest rate, for provlslons
authorizing the Secretary of Housin8 and Urban De-
velopment to determine the interest rate.

Subsea. (aX4>. Pub. L. 93-383, 4 210(d), redeslgnated
existing provision as subsec. (a)(4XA), Inserted ", and
the proceeds from notes or other obllgations )ssued
under subparagraph (B)," after "Amounts so appropri-
ated^, and added subsec. (a)(4)(B), (C).

8ubsec. (a)(5). Pub. L 93-383, 4210(e), added par.
(8).

Subsee. (d)(4). Pub. L 93-383, 4 210(b), substituted
"an impairment" for "a physical lmpairment" and In-
serted provislons relating to developmentally disabled
indivlduals.

Subsee. (dX8). Pub. L 93483, 4 210(f), Inserted "re-
siding In the proJect or in the area" after "famllles".

8ubseo. (f). Pub. L 93-383, 4 210(c), added subsee. (f).
1989--Subsec. (a)(4). Pub. L 91-152 increased by

$150,000,000 on July 1, 1969 the amount authorized to
be appropriated for the purposes of this section.

1988-Subseo. (a)(l). Pub. L 90-448, 41706(3), au-
thorixed assiatance to limited profit sponsors.

Subsea (aX2). Pub. L 90-448, 41708(2), authorized
loans to any limlted profit sponsor approved by the
Secretary.

8ubsee. (aX3). Pub. L 90-448, 41708(3), hmited the
amount of the loan to not more than 90 per centum of
the development cost in the case of other than a cor-
poration, consumer cooperativve, or public body or
agency.

1907-Pub. L 90-19, 418(a)(1), substituted "Secre-
tary" for "Adminlstrator" wherever appearing in sub-
secs. (a)(2) to (4), (b), (cX2), (3). (dx2), (4), and (e) of
this section.

Subsec. (cX2). Pub. L 90-19, 418(aX2), atruck out at
end ", except that for purposes of thle subsection the
Admhiistrator shhall perform the functlons vested In
the Commissioner by such section 513".

Subsec. (d)(0). Pub. L 90-19, 418(aX3), substituted
definition of "Secretary" meaning the Secretary of
Housing and Urban Development for "AdministratoY'
meaning the Housing and Home Finance Adminlstra-
tor.
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1906-Subseo. (aX3). Pub. L 89-117, 6 108(b)(l), sub-
stituted "the lower of (A) 3 per centum per annum,
or" for "the higher of (A) 2% per centum per annum,
or".

SUbsac. (a)(4). Pub. L 89-117, 9108(a), Increased
amount authorized to be appropriated from
$350,000,000 to 8600.000,000.

1964-Subsec. (a)(1), (2). Pub. L 88-800,
q 203(a)(2)(A), subst(tuted "eiderly or handicapped
famlIles" for "dderly familtes and elderly persona' .

Subaee. (aX4). Pub. L 66-680, 1201, increased
amount authorized to be appropriated from
$275,000,000 to S350,000,000.

Subsea (d)(1). Pub. L 88-680, ; 203(a)(2)(B), )nclud-
ed In definition of "hous(ns" structures eWtable for
dwellin8 use by hahd)capped fam(lies, designated ex-
tst(ne provlsions as eubPar. (A), and added subpar. (B).

Subsea (d)(4). Pub. L 88-860, 4 203(a)(2)(C), subati-
tuted def[nitlons of "elderly or handicapped famllies"
and when "a person shall be considered handloapped"
for former pmvisions defhdne "elderly famlllea" as
^famiIles the head of which (or his spouse) Is s(xty-
two years of ase or over" and "elderiy persons" as
"peraons who are sixty-two yeare of age or over".

Subsee. (d)(7). Pub. L 88-680, 4 203(a)(2XD), rede-
fined "conetructlon" te ine]ude rehabiIItation, alter-
ation, oonversion, or (mprovement of existing etruo•
tures.

Subsec. (d)(8). Pub. L 88-680, 1203 (a)(2)(E), rede-
fined "existin6 facilities" by desi8natin8 ex(sWnB pro-
visions as d. (A), Inserting In cl. (A) "by elderly or
handicspped families" and "workshoPa^ and adding
d. (B).

Subsec. (e). Pub. L 88-880, 4 203(a)(2)(A), substitut-
ed "elderly or handicapped famAtes". for "elderly faml-
lles and elderly pemone" [n two Placea.

1983-Subaea (a)(4). Pub. L 88-158 [ncreaeed
amount authoriaed to be approprlated from
E226,000,000 to $275,000,000.

1982-Subseo. (a)(4). Pub. L. 87-723, 4 3(a), hlcreased
amount authorized to be approprlated from
$125,000,000 to $226,000,000. •

Subsee. (d)(1). Pub. L 87-723, 4 3(b)(1), redesignated
subseo. (d)(1XA) as entire subsee. (d)(l) and struck out
subsee. (dH1HB) which Included [n def(nit)on of
"housin8" dweWn9 fac)lities provided by rehab)]Ita-
tlon, alteratlon, convernion, or improvement of exist-
ing structures which were otherwlee hiadequate for
proposed dwellin9s used by elderly famllles and per-
sons.

Subsee. (d)(7). Pub. L 87-723, 43(b)(2), struck out
or rehabil[tation, alteration, convers(on, or )mprove•

ment of existJnB structures" after "new structures".
Subseo. (d)(8). Pub. L 87-723, 4 3(bX3), redesienated

subsee. (d)(8)(A) as entire subsee. (d)(8) and struck out
subsee. (d)(8)(B) which (neluded in definition of "re-
lated faeil[ties" structures suitable for essential service
faoIlities provided by rehabilitation, altemtion, oonven
sion, or Improvement of existing stnlctures which
were otherwlse )nadequate for essentfal service faof[i-
ties.

1961-Subsee. (a)(1). Pub. L 87-70, 6201(a)(1), au-
thorized assistance for consumer cooperatives and
public bodies and agencies.

Subseo. (aX2). Pub. I.. 87-70, 6 201(s)(2), authorized
loans to consumer caoperatives and to public bodies or
a8endes, and prohibited loans to publlc bodies or
agencies unless they certify that they are not receiv-
ing financial assistance exdusively pursuant to the
United States Housing Act of 1937.

Subsec. (a)(3). Pub. L 87-70, 5 201(a)(3). (b), substi-
tuted "loan under this section" for "loan to a corpora-
tion under this section", and "may be in an amount
not exceeding the total development cost" for "may be
in an amount not exceedhle 98 per centum of the total
development cost".

Subsec. (aH4). Pub. L 87-70, q 201(c), )nereased
amount authorized to be appropriated from
$50,000,000 to $126,000,000, and strudc out prov)sions
which 8mited the amount outstandbi8 at aoy one time
for related fadllttes to not more than $5,000,000.

9170Jq

Subsec. (c)(3). Pub. L 87-70, 4 201(aX4), aubstituted
"credited to the oorporation, cooperat(ve, or publlc
body or agency undertaklna" for "credited to the cor-
pomtlon undertaking".

Subseo. (e). Pub. L 87-70, q 201(d), added subaec. (e).

Errsc[ivs DATS or 1988 AISffieotazKx

Section 182(f) of Pub. I. 100-242 provided that:
"(1) Except as otherwise provided In this eection, the

provielons of, and amendmenta made by, this section
[amending this aection and enacting and repealing
provislons eet out as notes below] shall not apply with
respect to projects with loans or loan reservations
made under section 202 of the Bousln9 Act of 1959
[this sectton) before the Implementation date under
subsection (e) [seotton 162(e) of Pub. L 100-242 set
out below].

"(2) Notwlthstandine Paraeraph (1). the Secretary
sha)] appiy the provfslons of, and amendments made
by, this section to any proJect if needed to fac)lttate
the development of such project in a timely manner."

F.PRSC1Tv6 AND TaaIrINATION DA'rffi er 1983
AxsnplresT

Section 223(aH2) of Pub. L 98-181, as amended by
Pab, L 89-120, q 6(b), Oct. 8, 1986, 99 Stat. 604; Pub. L
99-166, ; 5(b), Nov. 18, 1986, 99 Stat. 817; Pab. L
99-219, 4 6(b), Dec. 26, 1986, 99 Stat. 1732; Pub. L
99-287, q 8(b), Mar. 27, 1986100 Stat- 75; Pub. I.
99-272, title DI, 43011(b), Apr. 7, 1986, 100 Stat. 106;
Pub. L 99-289, 4 1(b), May 2, 1986, 100 Stat. 412; Pub,
L. 99-345, 41, June 24, 1986, 100 Stat. 673; Pub. L
99-430, Sept. 30, 1986, 100 Stat. 986; Pub. L 100-122,
11. Sept. 30, 1987, 101 Stat. 793; Pub. L 100-154, Nov.
5. 1987, 101 Stat. 890; Pub. L 100-170, Nov. 17. 1987,
101 Stat. 914; Pub. L 100-179, Dec. 3, 1987, 101 Stat.
1018; Pub. L 100-200, Dee. 21, 1987, 101 Stat- 1327,
whlch provided that the amendment made by para-
graph (1), amend)n8 subsea (aX3) of this section, shall
apply only with respect to ioan a8reements entered
Into after 8eptember 30, 1982, and not later than
March 18, 1988, was repealed by Pub. L 100-242, title
1, 4 181(c)(2), Feb.B, 1988, 101 Stat. 1868.

Errsanva DATs or 1981 Almaasuax

Amendment by Pub. L 97-36 effective Oct. 1, 1981,
see section 371 of Pub. L 97-35, set out as an Effective
Date note under section 3701 of this title.

E7rsarrvs DATE or 1966 AarenD^

Section 106(b)(2) of Pub. L 89-117, as added by Pub.
L 89-754, t)tle X, 4 1001(3), Nov. 3, 1966, 80 Stat. 1284,
provlded that: "The lnterest rate provided by the
amendment made In paraeraph (1) [to subsec. (a)(3) of
this section] shall be applicable (A) with respect to
any toan made on or after August 10, 1988, and (B)
with respect toany loan made prior to such date if
construction of the housing or related faoil(tles to be
ase)ated by such loan was not commenced prior to such
date, and not completed prior to the f(]ing of an appll-
cation for the benefits of such Interest rate."

. FirrxQlRVB DATE or 1982 Axmnnlsirr

Section 3(b) of Pub. L17-723 prov)ded In part that
the amendments of subsec. td)(1), (7), (8) of this sec-
tion by Pub. T. 87-723 shail be effeoEive with respect
toapplieatlons for loans made under thls sect)on after
Sept. 28, 1982.

Flrmnros Akm Poaroes or 1988 AlrennrErz

Section 162(a) of Pub. L 100-242 piovided that:
,"(1) The Congreas finds that-

"(A) housing for nonelderiy handlcapped families
Is ass(ated under section 202 of the 8ousing Act of
1959 [12 U.S.C. 1701q] and section 8 of the Unlted
States Housing Act of 1937 [42II.S.C. 143711;
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"(H) the housing programs under such sect[ons are
des[sned and implemented prhnarily to ass(st rental
housing for elderly and nonelderly families and are
often inappropriate for dealing with the specialized
needs of the physically impatied, the developmental-
ly disabled, and the chronicaIIy mentally ill;

"(C) the development of housing for nonelderly
handicapped famllfes under such programs is often
more expensive than neoessary, thereby reducing
the number of such familfes that can be assfsted
with ava(lable funds;

"(D) the program under secUon 202 of the Housing
Act of 1959 can continue to provide direct loans to fi-
nance grouP residences and independent apaetments
for nonelderly handicapped families, but can be
made more efficient and less costly by the adoption

.. of standards and PrOcedures aPplieable only to hous-
1ng for such famlltea;

"(E) the cast contalnment Pol[cies currently being
(mplemented m the development of small group
homes (1) do not adequately reflect the neceselty for
bullding deslgna to meet the needs of the designated
resldents: and (fl) do not recognlze ne0eaeary State
and local standards for the operation of such homes;

"(F) the use of the program under section 8 of the
United States Housing Act of 1937 to assist rentais
for housing for nonelderly handicapped famltles is
time ooneum[ng and unnecessarily eostly and, In
some arees of the Nation, prevents the development
of such housing;

"(0) the use of the program under section 8 of the
United States HOusWg Act of 1937 to assist rentals
for -housing for nonelderly handlcapped famIItes
should be replaced by a more appropriate subsidy
mechanism;

"(H) both elderly and handicapped housing
projects ass(sted under seotion 202 of the Housing
Act of 1959 w1II benefit from an increased emphasis
on supportive services and a greater use of State and
local funds; and

"(I) an improved program for nunelderly handi-
capped famllies wIIl assist In providing ahelter and
aupportlve services for mental[y, (n persons who
might otherwise be homeless.
"(2) The purpose of this section (s to lmpmve the

direct loan program under section 202 of the Housing
Act of 1959 to.ensure that such program meets the
spedal housing-and related needs of nonelderly handi-
capped famtlles."

'1'aRlaPATIOn Or BRf.TIon 8 Aasn3TAROR

Section 182(d) of Pub. L. 100-242 Drovided that: "On
and after the flrst date that amounts approved In an
approprlation Act for any flseel.year become available
for contracts under sectlen 202(hX4)(A) of the Hous-
ing Act of 1959 112 V.S.C. 1701q(hX4XA)l, as amended
by subsection (b) of this section, no proiect for handi-
capped (primarily nonelderly) families approved for
such fiacal year pursuant to secUon 202 of such Act
shaII be provided assslstance payments under section 8
of the United States Housing Act of 1937 (42 U.S.C.
1437f), except pursuant to a reservation for a contract
to make such assistance Payments that was made
before the first date that amounts for contn;cts under
such section 202(h)(4)(A) became ava8able.'•

IaSrI.vsNTATION or 1988 AROaYetns̀RT

Seotlon 102(e) of Pab. I.. 100-242 provided that: "Not
later than the expiration of the 120-day period follow-
Ing the date of the enactment of this Act [Feb. 5,
1988), the 8ecretary of Housing and Urban Develop-
ment shall, to the extent amounts are approved in aD
appropriation Act for use under section 202(h)(4)(A)
of the Hous[ag Act of 1959 112 U.S.C. 1701q(hX4)(A)1
for flsW year 1988, publish (n the Federal RegWter a
notice of fund ava8abillty to 1mp)ement the provisions
of, and amendments made by, this section [amendmg
this seotion and enacting and repea[ing provisions set
out abovel. The Secretery shall Lcsue such rules as
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may be necessary to cany out such provisions and
amendments for fiacal year 1989 and thereafter."

HopaINO FOR THz ELDaRLY OR HAnDICAPPED FOND

Pub. L. 100404, title I, 4101, Aug. 19, 1988, 102 Stat.
1018, provided: "That, notwithstand(ng section
202(a)(3) of the Housing Act of 1959 [12 U.S.C.
1701q(a)(3)1, loans made in fisoal Year 1989 shau bear
an interest mte which does not exceed 9.25 per
centum, including the sllowance adequate in the judg-
ment of the Secretary to cover admfnlstrative costs
and probable losses under the program."

S[nviar provisions were contatned in the folioaring
prior appropriatlon acts:

Pub. L. 100-202, 4 101(f) [title I. 11011. Dec. 22, 1987,
101 Stat. 1329-187,1329-190.

Pub. L. 99-500. 4101(g) [H.R. 5313, title I. 41011,
Oct. 18. 1988, 100 Stat. 1783-242, and Pub. L. 99-591,
4 101(g). Oct. 30, 1980, 100 Stat. 3341-242.

Pub. L. 99-180, tltle I, 1101, Nov. 25. 1988, 99 8tat.
911.

Pub. L 98-371, titte I, 1101, July 18, 1984, 98 Stat.
1218.

Pub. L. 98-45, title I, 4 101, as added Pub. L. 98-181.
title I. Nov. 30, 1983, 97 Stat. 1163.

RRPORTs RP$PEtTiAo ELD6aLY Aml HANDIOAPYRa
HOpamO PROORaa1s IR RVAAL ABRAS, ETC.

Seotion 308(e), (f) of Pub. L. 96-153 provided that
not later than six mOnths'after Dec. 21, 1979, the Sea
retary of Housing and Qrban Deve)opment shall
report to Congress on the housing needs of the elderly
and.handlenpPed in rural areas and recommend to
'Congress on means to reduce the costs of the program
carried out under section 1701q of this title.

FaABlan:tTY Am/ MAnaSl'AEn1Tr OF PBOdxOls: AsaraT-
ABCR FOR PROJRCrs SRevrem0 LDW- AaD MODRRAT6-
INCOaus FAM+L*s=

Section 210(g) of Pub. L. 93-883 provided that:
"(1) In determining the feseib111ty and marketabiilty

of a project under section 202 of the Housing Act of
1959 [this section], the Secretary shall consider the
avallabliity of monthly assistance payments Pursuant
to secUon 8 of the United States Housing Act of 1937
[sect[On 1437f of 1Ytle 421 with respect to such a proi-
eat.

"(2) The Secretary shall insure that with the orig[-
na1 approval of a prolect authorized pursuant to seo-
tion 202 of the Housing Act of 1959, snd thereafter at
each annual revision of the assistance contract under
section 8 of the United States Houa(ng Act of 1937
with respect to units in such prolect, the project wlll
serve both low- and moderate-income famnles in a mix
which he determines to be appropriate for the area
and for vla6le operation of the prolect; except that
the Secretary shan not permit maintenance of vacan-
cles to awalt tenants of one inoome level w)tere ten-
ants Of another income level are available."

SRClION RRFSRRaD TO IR OrnBR SRCl'rONa

This section is refen•ed to in sections 1701r-1,-1701s,
1701a-11, 1701z-13, 17161, 1715v, 1715R-1, 1715e-1R,
1716z-Ib, 1715^i6, 1716z-19 of this title; title 42 sec-
tlons 1436b, 1437c, 1437f, 1438, 1439, 3013, 8002, 8008,
8009, 8231, 11382.

61701r. Congressional findings respecting housing
for senior cltiaens

The Congress finds that there Is a large and
growing need for suitable housing for older
people both in urban and rural areas. Our older
citizens face special problems in meeting their
housing needs because of the prevalence of
modest and limited incomes among the elderly,
their difficulty in obtaining liberal long-term
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(f) Action to collect penalty.
(g) Settlement by 8ecretary.
(h) "itnowingly" deflned.
(1) Regulatlons.
(J) Deposft of penalttes 1n tnsur-

ance funds.
1736f-18. Annual aud[ted financial statementa.

BIIBCRAPTER 1%A-1dORTOAOE 1N8URANCE
FOR LAND DEVELOPMENT AND NEW COM-
7dONITIl.r4

174gas to 17491L Repealed.

Ca.trm Rvcaam To tN Or>®e Sxcrmas

This chapter te referred to In sections 1443a, 1464,
1464, 1701r-1, 1701z-7, 1701rr11, 1709a, 1716z-1a,
1716x-1c, 1716x-4a, 17861-7s. 1738g, 1788, 2710, 3808 of
thia tltle; title 7 sectfon 1933; tttle 11 section 302; title
15 sectlon 77ddd; title 38 section 1804; title 40 section
474; t(tle 40 App. eecttonn 213; title 42 sectlons 1382s,
1490a, 2322,3012; title 48 section 1425.

01701e. Secretary of Housing and Urban Develop-
ment

In carrying out his functions, powers, and
duties-

[See main editionJor text oJ(a) and (b)]

(c) Additional powers and dutk.ro of Secretary and
Federel Home Loan Bank Board

The 8ecretary of Housing and Urban Devel-
opment and the Dhwtor of the Office of Thrift
8upervlslon, respectively, may, in addition to
and not fn derogation of any powers and au-
thorltlea conferred eisewhere in this Act.

(1) wlth the consent of the agency or orga-
ntzatlon concerned, accept and utilize equlp-
ment, faelltt[es, or the services of employees
of any Federal, State, or local public agency
or instrumentality, educational inatitut[on, or
nonprofit agency or organization and, In con-
neetion with the uttBzation of such services,
may make payments for transportation while
away from their homes or regular plam of
business and per dlem in lieu of subalstence
en route and at place of such service, in ac-
cordenee with the provisions of sectlon 6703
of title 6;

[See main edition for text oJ (2)3

(3) make expenditures for all neceseary ex-
penses, lncluding preparatlon, mounting,
sltlpping, and installation of exhibits; pur-
chase and exchange of technksal apparatus;
and such other expenaee as may, from time to
t[me, be found neceseary In carry[ng out their
respective functicns, powers, and dutlee: Pro-
vided, That funds made available for admints-
trative expenses In carrying out the func-
tions, pewers, and duties imposed upon the
Secretary of Housing and Urban Develop-
ment and the Federal Home Loan Bank
Board,t respectively, by or pursuant to law

Ieo In orlanW. i7ebably should refer to the DlreMor of the
Oftlee of Thrilt gupervlelm

may at their option be consolidated Into a
single administrative expense fund accounts
of such officer or agency for expenditure by
them, respectlvely, !n accordance with the
provisions hereof.

[See main editionlor text oJ (d)]

(As amended Aug. 9, 1989, Pub. L. 101-73, title
111, 4 308,103 Stat. 352.)

AaxxnNxtrra

1989-8ubsec. (c). Pub. 1. 101-73. ; 308(a), whlch di-
rected the subetitutlon of "Director of the Office of
Thrift 8upervfs((on" for "Federal Home Loan Bank
Board (whlch tarm as used In thla section shall also In-
clude and refer to the Federal 8avfnge and L.oan Insur-
ance Corporatton, the Home Owners laan Corpora-
tion, and the Chairman of the Federal Home luan
Bank Board)", was executed as directed, except that
"Home Owners"' rather than "Home Ovrners" ap-
peared In the orlginal In the language struck out.

8ubsem (c)(1). Pub. L. 101-73, 1808(b), substltuted
"of any 1„edersl, Otate, or local" for'bf any State or
local".

TRANerml or 1'unerreNs

The Federal Home Inan Bank Board was abollshed
and its functione transferred, see eectlons 401 to 406 of
Pub. L. 101-73, set out as a note under section 1437 of
this title.

0 1701j-3. Preemption ofdue-on-sale probibitions

TRAnarxa OF P'pnOrtoes

The Federal Home l,oan Bank Board was abolished
and its functions transferred, see sections 401 to 408 of
Pub. 1. 101-73, aet out ae a note under sectlon 1437 of
thia title.

9 1701p-1. Periodic report on residential martgage de-
Iinquencles and foreclosures

Taursran or Foecrrona
The Federal Home Loan Bank Board was aboUshed

and its funet(ons traneferred, see sections 401 to 406 of
Pub. 1.. 101-73, set out as a note under section 1437 of
thle title.

9 1701q. Loans for bousing and related faciliUes for
elderly or handicapped famiiles

Housrna roa Tte Ecpxncx oa Haxoroserm FM

Pub. 1. 101-144, tltle H. Nov. 9, 1989, 103 t3tat. 847,
provlded: "That, notwithstanding section 308(a)(3) of
the Houslog Act of 1959 112 17.t3.C. 1701q(a)(8)7, loana
made in flscal year 1900 ahall bear an Intereat rate
whtch doee not exceed 9.25 per centum, Including the
allowance adequateIn the ludgment of the Secretary
to cover admhdstrative costs and probable losaes
under the program.•'

8xcrron Rxrcanm ro m Ornca t3eertons
This section Is referred to in sectlons 1441a, 1701q-1,

1701r-1, 1701s, 1763a-11, 1701z-13, 17161, 1716v,
1715r.-1, 1715z-1a, 1715z-lb, 1715a-15, 1716x-19 of ttils
title; title 42 seatlons 1382a, 1436b, 1437c, 1437f, 1488,
1439, 3013,3535, 8002, 8008, 8009, 8231, 11388.

9 1701q-1. Civil money penaitka against mortgagors
under seetion 1701q of this tit[e

(a) In gencral
The penalties set forth Itl this section shaH be

in addition to any other available civil remedy
or crhnlnal penalty, and may be imposed
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whether or not the Secretary imposes other ad-
mtnlstrative sanctions. The Secretary may not
impose penalties under this aoction for viola-
tions a material cause of which are the failure
of the Department, an agent of the Depart-
ment, or a public housing agency to comply
with existtng agreements.
(b) Penalty for violation of agreement as condition of

-mfer of physlcal aeeets, flexlble subeldy loan,
capital improvement loan, modiflcatlon of mort-
gage terms, or workout agreement

(1) In general

Whenever a mortgagor of property that in-
cludes 5 or more living units and that has a
mortgage held pursuant to section 1701q of
this title, who has agreed in writing, as a con-
dition of a transfer of physical assets, a flexi-
ble subsidy loan, a capital improvement loan,
a modification of the mortgage terms, or a
workout agreement, to use nonproject 1ncOme
to make cash contributions for payments due
under the note and mortgage, for payments
to the reserve for replacements, to restore the
proJect to good physical condition, or to pay
other proJect liabilities, knowingly and mate-
rially falls to comply with any of these com-
mitments, the Secretary may Impose a etvll
money penalty on the mortgagor In accord-
ance with the prov)stons of this section.
(2) Amount

The amount of the penalty, as determined
by the Secretary, for a violation of this sub-
section may not exceed the amount of the
loss the Secretary would Ineur at a foreclo-
sure sale, or sale after foreclosure, with re-
spect to the propertY lnvolved.

(c) Violatione of regulatory agreement
(1) In general

The Secretary may also Impose a civU
money penalty on a mortgagor or property
that includes 5 or more living units and that
has a mortgage hold pursuant to section
1701q of this title for any knowing and mate-
rial violation of the regulatory agreement ex-
ecuted by the mortgagor, aa followa:

(A) Conveyance, transfer, or encumbrance
of any of the mortgaged property, or per-
mitting the conveyatue, traaefer, or encum-
brance of such property, without the prior
written approval of the Secretary.

(B) Assigmnent, transfer, dispos)Won, or
encumbrance of any personal property of
the preJect, including rents, or paying out
any funds, except for reasonable operating
expenses and necessary repaira, without the
prior written approval of the Secretary.

(C) Conveyance, asslgnntent, or transfer
of any beneficial Interest in any trust hold-
Ing title to the property, or the Interest of
any general partner in a partnerehlp
owning the property. or any right to
manage or receive the rents and profits
from the mortgaged property, without the
prior wrltten approval of the Secretary.

(D) Remodeling, adding to, reconstruct-
Ing, or demollshing anY part ot' the mort-
gaged property or subtracting from any real
or personal property of the_ptoJect, without
the prior written approval of the Secretary.
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(E) Requlring, as a condition of the occu-
pancy or leaaing of any unit in the project,
any conaiderstlon or deposit other than the
prepayment of the first month's rent, plus a
security depostt In an amount not In excess
of I month's rent, to guarantee the per-
formance of the covenants of the lease.

(F) Not holding any funds collected as se-
curity deposits separate and apart from atl
other funds of the project in a trust ac-
count, the amount of which at aU times
equals or exceeds the aggregate of all out-
standing obllgations under the account.

(0) Payment for services, supplies, or ma-
terials which exceeds $500 and aubstantially
exceeds the amount ordinarily paid for such
services, supplies, or materiais in the area
where the services are rendered or the sup-
plies or materials furntshed.

(H) Failure to maintain at any time the
mortgaged property, equlpment, buildings,
plans, offices, apparatus, devices, books,
contracts, records, documents, and other re-
lated papera (including failure to keep
copies of all written contracts or other In-
struments which affect the mortgaged
property) In reasonable condition for
proper audit and for examination and In-
spection at any reasonable time by the Sec-
retary or any duly authorized agents of the
Secretary.

(I) Fallure to maintain the books and ac-
counts of the operations of the mortgaged
property and of the proJect In accordance
with requirements prescribed by the Secre-
tary.

(J) Fallure to furnlah the 8ecretary, by
the expimtlon of the 60-day period begin-
ning on the 1st day aftor the conipletion of
each fiscal year, with a complete annual ff-
nancial report bssed upon an examination
of the books and records of the mortgagor
prepared In accordance with requirements
prescribed by the 8ecretary, and prepared
and certtfled to by an Independent public
accountant or a certified public accountant
and certified to by an Officer of the mortga-
gor, unless the Secretary has approved an
extension of the 80-day period in writing.
The Secretary shall approve an extension
where the mortgagor demonstrates that
failure to comply wlth this subparagraPh Is
due to events beyond the control of the
mortgagor.

(K) At the request of the Secretary, the
agents of the $ecretary, the employees of
the Secretary, or the attorneys of the $ec-
retary, failure to furnlah monthly aecupan-
ey reports or failure to provide specific an-
swers to questions upon whlch information
Is sought relative to lncome, assets, liabil-
ities, contracts, the operatlon and condition
of the property, or the status of the mort-
gage.

(L) Failure to make promptly all pay-
menta due under the note and mortgage, in-
cluding tax and insurance escrow payments,
and payments to the reserve for replaee-
ments when there is adequate project
income available to make such payments.

Appx. 30



Page 401 TITI,E 12-BANKS AND BANKING

(M) Amending the articles of incorpora-
tion or bylaws, other than as permitted
under the terms of the articles of tncorpora-
tion as approved by the Seoretary, without
the prior written approval of the Seeretary.

(2) Amount of penalty
A penalty hnposed for a violation under this

subsection, as determined by the Secretary,
may not exceed E25.000 for a violation of any
of the subparagraphs of pa.ragraph (1).

(d) Agency proceduree

(1) Estabilshment
The Secretary shall establish standards and

procedures govertuag the hnpositlon of civil
money penalties under subsectlons (b) and (c)
of this section. These standards and proce-
dures-

(A) ahall provide for the Seoretary or
other department official (such as the As-
sistant Secretary for Housing) to make the
determination to Impose a penalty;

(B) shall provide for the imposition of a
penalty oniy after tho mortgagor has been
given an opportunity for a hearing on the
reoord; and

(C) may provide for review by the Secre-
tary of any determination or order, or inter-
locutory ruling, arlsing from a hearing.

(2) Final orders
If no hearing is requested within 15 days of

receipt of the notice of opportunity for hear-
ing, the (mposition of the penalty shall con-
stitute a final and unappealable dctermina-
tton. If the Secretary reviews tho determina-
tion or order, the Secretary may affirm,
modify, or reverse that determinatlon or
order. If the Secretary does not review the de-
termination or order wlthin 90 days of the Is-
suance of the determination or order, the de-
termination or order shall be flnal.
(3) Factors In determtning amount of penalty

In determining the amount of a penalty
under subaection (b) or (c) of this section,
consideration shall be given to such factore as
the gravity of the offense, any history of
prior offenses (including offenses oeourring
before December 15, 1089), ability to pay the
penalty, tnlury to the tenants, (njury to the
public, beneflts receiyed, deterrence of future
vlolations, and such other facters as the Sec-
retary may determine In regulations to be ap-
propriate.
(4) Revlewability of Impositlon of penalty

The Secretary's determination or order im-
posing a penalty under subsection (b) or (c) of
thie section shaII not be sublect to review,
except as provided In subsection (e) of this
section.

(e) Judlcial revlew of agency detennlnation
(1) In general

After exhausting all administrative reme-
dies established by the Secretary under sub-
aection (d)(1) of this section, a mortgagor
against whom tho Secretary has impesed a
civil money penalty under subsectlon (b) or
(c) of this section may obtain a review of the

917oiq-1

penalty and such anelllary issues as may be
addreased In the notice of determination to
impose a penslty under subsection (d)(1)(A)
of this section In the appropriate court of ap-
peals of the United Statea, by filhng in such
eourt, within 20 days after the entry of such
order or determhtstion, a written petition
praying that the Secretary's order or determi-
nation be modified or be set aside in whole or
in part.
(2) ObJecSaons not raised In hearing

The eourt ahall not consider any objection
that was not raised in the hearing conducted
pumuant to subsectlon (d)(1) of this section
unless a demonstration (s made of extraordi-
nary circumstances causing the faIIure to
ralse the obJection. If any party demonsttratea
to the aatisfaotion of the court that addition-
al evidence not presented at such hearing Is
materlal and that there were rensonable
grounds for the failure to present such evi-
dence at the hearing, the court ahaII remand
the matter to the Secretary for conslderation
of such additional evidence.
(3) Scope of review

The deciatons, findings, and determinations
of the Secretary shall be reviewed pursuant
to section 708 of title S.
(4) Order to pay penaity

Notwithstanding any other provision of law,
in any such review, the court shall have the
powcr to order payment of the penalty Im-
posed by the Secretary.

(f) Action to eoilect penalty
If a mortgagor falls to comply with the Seere-

tary's determination or order bnpoaing a civil
money penalty under eubseetion (b) or (c) of
this section, after the determination or order la
no longer subject to review as provided by sub-
sections (d)(1) and (e) of this section, the Secre-
tary may requestt the Attorney General of the
United States to br(ng an action In an appropri-
ate United States distriot court to obtain a
monotary Judgment against the mortgagor and
such other rolief as may be available. The mon-
etary judgment may, !n the court'e discretion,
Include the attorncya fees and other expensea
incurred by the IInited States In connection
with the action. In an action under this subsec-
tion, the validity and appropriateness of the
Secrotary's determination or order Imposing
the penalty shall not be subieot to review.

(g) 8ettlement by Secretary
The Secretary may compromise, modify, or

remit any civil money penalty which may be, or
hae been, hnposed under this section,

(h) "Knowingly" defined
The term "knowingly" means having actual

knowledge of or acting with dellberate f6no-
rance of or reckless disregard for the prohibi-
tions under this section.

(1) Iteguiatlons
The Secretary shaU lasue such regulations as

the Secretary deems appropriate to implement
this section.
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(j) Deposit of penaides in lnsurance funde
Notwlthatanding any other provlslon of law,

all civil money penalties oollected under this
sectlon shall be depoa[ted In the lund estab-
lished under section 1718z-la(J) of this title.
(Pub. L. 88-372, title II, 1202a, as added Pub. L.
101-238, title I, 4109(a), Dec. 15, 1989, 103 Stat.
2007.)

ConlricnlToN

Section was eneated as part of the Housing Act of
1059, and not as part of the Natlonal Housing Act
which comprises thie chapter.

Errxxtva DATa
Section 109(b) of Pub. L. 101-235 provided that:

"ne amendment made by subsection (a) [enacting
this seotlon] shall apply only wlth respect to violations
referred to in the amendment that occur on or after
the effective date of this section [Dea 16,19891!'

sDerion RarEaaBe YO tN t)17nn 8rerroNa

This section Is referred to In aeetion 1716r.la of this
tltle.

91701r-1. Pet ownerahip In assisted rental housing
for the elderly or handicapped

SrcrioN Rvwwsa ro m Oretra Sacrtoas

This section Is referred to In t(tle 42 section 1437aa.

91701s. Rent supplement payments for qualllied
lower income families

SrartoN Rarumm xo rN Ortraa SrcrtoNs
Thls aectlon Is referred to In seetlons 1701a-11, 17161,

17162, 1716a-1a, 1716a-6. 1716a-16 of th)a title; tl0e 31
eectlon 1306; title 42 sections 1382o,1438a,1436b, 1439.

01701:. Assistance with respect to housing for low-
and moderate-hwome famlUes

[See tnain edition for text oJ(a) and (b)]

(e) Graats for homeownerehip counseling organiza-
tions

(See main editionlor test oJ(1) to (8)]

(9) Terminatlon
The provisions of th)s subseection shall not

be effective after September 30,1990.
(As amended Pub. L. 101-137, $ 8, Nov. S. 1989,
103 &tat.828.)

Aauxmtsrrs
1989--Subaem (c)(9). Pub. L. 101-137 substituted

"September 30.1990" for "September $0,1080".

SrerIDN Reraaam Yo IN OTI6Rl;renONs

This sectlon Is referred to In tltle 42 ae¢tions 3636,
9810.

91701z-11. Management and disposal of muitlfam(ly
housing projects

[See main editfonlor text ol (a) to (f)]

(k) Annual report deseribing status of projects
The Secretary shall annually submit to the

Congress on June 1 of each year a report de-
sorlbing the status of multifamily housing
proJects that are subJeet to subsection (a) of
this section, whlch report shall lnclude-

(1) the name, address, and size of each
proJect;

(2) the nature and date of assignment;
(3) the status of the mortgage;
(4) the physical condition of the proJect;
(8) the proportion of units In a project that

are vacant;
(0) the date on which the Secretary became

mortgagee in possession or the date of imposl•
tion of any recelvership;

(7) the date and conditlona of any foreclo-
sure sale;

(8) the date of acquisition by the Secretary;
and

(9) the date and condltlons of any property
disposition sale.

The report shall describe the actlvitleg earried
out under subsection (e) of this section during
the preeeding year, and ahall contain a deserlp-
tlon and assessment of the rules, guidelines and
practlees governing the Department'e aestunp-
tlon of management responslbllltles In multl•
family housing projects subject to subaectlon
(a) of this section thst are owned by the 8ecre-
tary (or for which the 8ecretary Is mortgagee
In possession) as weli as the steps that the Sec-
retary has taken or plans to take to expedite
the assumptlon of management responslbllltles
of the Department and improve the manage•
ment performance of the Department, Includ-
ing the expedlted repair and turnover of vacant
units.

(As amended Pub. L. 101-235, title II, 4 204(a),
Dec.18,1989,103 Stat. 2039.)

Anasonsr+ra
1980-Subsec. (k). Pub. L. 101-236 amended subsec.

(k) generaDy. Prlor to amendment, aubsec. (k) read as
fo8ows: "The Secretary shall annua)ly subm(t to the
Congrees a report descrtbing the actlvltiea carried out
under eubsectton (e) of this sect(on during the preced•
bw year.,"

BIIBCHAPTER I-HOU.9IN0 RENOVATION
AND MODERNiZATION

Soecn6n2n RaTLnREn To in O71ffia 8aerroMa

Thla subchapter Is referred to In sections 1461,
1709-la. 1717, 1731a, 17361-8, 1736f-14, 1743, 2803,
2810 of thla title; title 38 section 1828.

01702. Adminietrative provisions

The powers conferred by th)s chapter shall be
exerelsed by the Secretary of Housing and
Urban Development (hereinafter referred to as
the "Secretary"). In order to carry out the pro•
visions of this subchapter and subchapters II,
III, V. VI, VII, VIII,I7C-B, and 7C of thte chap-
ter, the Beoretary may esta6lleh such agencles,
accept and utilize such voluntary and uncom-
pensated services, utli(ze such Federal officers
and employees, and, with the consent of the
State, such State and local officers and employ
ees, and appoint such other offlcers and em•
ployees. as he may find neceseary, and may pre-
scrlbe their authorities, dutiea, responaibflitles,
and tenure and fix their compensation. The
Secretary may delegate any of the functions
and powers conferred upon him under this sub•
chapter and subchapters II, III, V, VI. VII,
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and Metropolitan Development Act of 1988 [see Short
Tltle note set out under sectlon 3301 of this title], and
Houeing and Urban Development Acts of 1986, 1908,
1989, and 1970 not to be withheld or made sublect to
mndlElons by reaeon of tsx-exempE status of obliga.
tions laeued or to be Iseued for financing of aselstance,
except as otherwise prov(ded by law, see section 817 of
Pub. L 93-383, set out as a note under section 6301 of
this title.

$1437e. ltental psymente

(a) Families inoludedl amount
(1) Dwelling units ass(sted under this chapter

shall be rented only to fatnliies who are lower
lncome families at the time of their inlt(af occu-
pancy of such unita. Reviews of famlly income
shall be made at least annuaity. Except as pro-
vided in paragraph (2), a family shaD pay as
rent for a dwelling unit assisted under this
chapter (other than a family assisted under seo•
tlon 1437f(o) of this title) the highest of the
following amounts, rounded to the nearest
dollar:

(A) 30 per centum of the family's monthly
adJusted income;

(B) 10 per centum of the family's monthly
income• or

(C) If the family Is receiving payments for
welfare aseistance from a public agency and a
part of such payments, adjusted In accord-
ance with the famiiy's actual housing costs, is
specifically designated by such agency to
meet the famlly's housing costs, the portion
of such payments which Is so designated.
(2)(A) Any public housing agency may pro-

vide that each famfly residing in a public hous-
ing proJect owned and operated by such ageney
(or in lower income housing asaieted under sec-
tion 1437f of this title that conta(ns more than
2,000 dwelling units) shaD pay as monthly rent
for not more than a 3-year period an amount
determined by such agency to be appropriate
that does not exceed a maximum amount
that-

(i) Is establlshed by such agency and ap-
proved by the Secretary;

([i) is not more than the amount payable as
rent by such family under paragraph (1); and

(ill) Is not less than the average montbly
amount of debt service and operating ex-
penses attributable to dwelling units of s(mf-
lar size In pubilc housing proJects owned and
operated by such agency.
(B) The 3-year Ihnitation established in sub-

paragraph (A) shall not apply to sny family re-
siding in a publie housing project administered
by an Indian public housing agency.
(b) De[initlon of terme under this chapter

When used In this chapter:
(1) The term "lower income housing" means

decent, safe, and sanitary dweDings assisted
under this chapter. The term "publio housing"
means lower income housing, and all necessary
appurtenances thereto, assisted under this
chapter other than under section 1437f of this
tttle. when used in reference to public housing,
the term "lower income housing project" or
"proJect" means (A) housing developed, ac•
qulred, or assisted by a public housing agency
under thts ohapter, and (B) the improvement of
any such housing,

(2) The term "lower income families" means
those famities whose incomes do not exceed 80
per centum of the median income for the area,
as detennined by the Secretary with adJust-
menta for smaller. and larger families, except
that the Secretary may estabilah Income ceil-
ings higher or lower than 80 per centum of the
median for the area on the basis of the Secre-
tary's findings that such variations are neces-
sary because of prevailing levels of construction
costs or unusually high or low family (ncomee.
The term "very low-income families" means
lower income fexnilies whose incomes do not
exceed 50 per centum of the median family
income for the area, as determined by the Sec-
retary with adJustments for smaller and larger
families, except that the Secretary may estab-
llsh income cellings higher or lower than 50 per
centum of the medlan for the area on the basia
of the Secretary's findings that such variations
are necessary because of unusually high or low
family incomes. Such ceilings shaD be estab-
lished !n consultatfon with the Secretary of Ag-
riculture for any rural area, as defined in sea
tion 1490 of this title, tak(ng into account the
subsidy characteristics and types of programs
to which such ceilings apply.

(3) The term "famllies" lncludes familles con-
aisting of a single person In th,^ case of (A) a
person who is at least sixty-two )-ears of age, Is
under a disability as defined In section 423 of
this title, has a developmental disabfltty as de-
fined In sectlon 8001(7) r of this title, or is
handicapped, (B) a disp)aced person, (C) the re-
maining member of a tenant fam(ly, and (D)
other single persons in circumstances described
in regnlations of the Secretary. In no event
shall more than 15 per centum of the units
under the Jurlsdictlon of any public housing
agency be occupied by single persons under
clause (D). In determining priority for admis-
sion to housing under thia chapter, the $ecre-
tary shall give preference to those single per-
sons who are elderly, handicapped, or displaced
before those eligible under clause (D). The
term "elderly famAies" means families whose
heads (or their spouses), or whose sole mem-
bers, are persona described in clause (A). A
person shall be considered handicapped if such
person Is determined, pursuant to regulations
issued by the Secretary, to have an impafrment
which is expected to be of long-continued and
indefinite duration, substantially impedes such
person's abllity to live Independently, and is of
such a nature that such abiUty could be lm-
proved by more suitable housing conditions.
The term "displaced person" means a person
displaced by governmental action, or a person
whose dweDing has been extensively damaged
or destroyed as a result of a dieaster declared or
otherwise formally recognized pursuant to Fed-
eral disaster relief laws. Notwithstanding the
preceding provislons of this subsection, the
term "elderly families" includes two or more
elderly, disabled, or handicapped individuals
living together, or one or more such individuals
living with one or more persons determined
under regulations of the Secretary to be essen-

I see Refereneee In Text note below.
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tiat to their care or well being. The Secretary (8) The term "Secretary" means the Secre-
may increase the limitation described in the tary of Housing and Urban Development,
seoond sentence of this paragraph to not more (9) The term "Indian" means any person rec-
than 30 per centum If, following consultation ognized as being an Indian or Alaska Native by
with the public housing agency involved, the an Indlan tribe, the Federal Qovernment, or
Secretary determines that the dweIIing units any State.
involved are neither being occupied, nor are (10) The term "Indian area" means the, area
likely to be occupied within the next 12 within which an Indian housing authority is
months, by families or persons described in authorized to provide lower income houaing.
elauaes (A), (B), and (C), due to the condition or (11) The term "Indlan housing authorlty"
location of such dwelling units, and that such means any entity that-
dwelling units may be occupied it made ava11- (A) is authorized to engage In or assist in
able to single persons described in clause (D). the development or operation of lower )ncome
In determining priority for admission to public housing for Indians; and
housing pro)ects designed for elderly famllies, (B) is established-
the public housing agency shall give preference (U by exercise of the power of self-govern-
to such famllies. When the public housing ment of an Indian tribe independent of
agency determines (in accordance with regula- State law; or
tions of the Secretary) that there are insuffi- (ii) by operation of State law provlding
eient numbers of elderly families to fill all the apeolfieally for housing authorities for Indi-
unit3 in such a project, the agency may give ans, Ine)uding regional housing authorities
preference to familiea in which the head of In the Statc of Alaska.
household (or spouse) is at least 50 years of age (12) The tonn "Indian tribe" means any tribe,
but below the age of 62 before those In which

band, pueblo, group, community, or nation ofthe hed of household and spouse, if any, are
below the age of 50 lndisn,y or Alaska Natives,.

(4) The term "income" means Income from all (e) Detinition of terms used ln reterence to public
sources of each member of the household, as housing
detemNrted In accordance with criteria pre ^en used !n reference to pubitc houstng
scr)bd by the Seeretaty, in consultation wlth (1) The term "development" means any or all

the Secretary of Agriculture. undertakings neceseary for planning, land ac-
(5) The term "adiustcd inaome means the quisition, demolition, construetion, or equip-

income wit)ch remains after excluding- ment, In connection with a lower ineome hous-
siding In^8the household (other than the head ing proJect. The term "development cost" corn-
of the household or his spouse) who is under prises the costs incurred by a public housing
18 years of age or who is 18 years of age or agency in such undertakings end their neces-
older and Is disabled or handicapped or a full- sary financing (ineluding the payment of carry-
time student; ing charges), and in otherwise carrying out the

(B);400 for any elderly family; development of such pro,lect. Construction ao-
(C) the amount by which the aggregate of tivity In connection with a lower income hous-

the foRow)ng expenses of the family exceeds Ing project may be contined to the reconstruc-
3 percent of annual famtly income: (i) medlcal tion, remodeling, or repair of existing buildings.
expenses for any elderly family; and (ii) rea- (2) The tenn "operation" means any or all
sonable attendant care and auxiliary appara- undertakings appropriate for management, op-
tus expenses for each handlcapped member oration, services, maintenance, security (inelud-
of any famlly, to the extent necessary to Ing the cost of security personnel), or financing
enable any member of such fa,mily (including In connection with a lower income housing
such handicapped member) to be employed; tro}ect. The term also means the financing of

t dnnd enan programs an services for familles restd-
(DHi) chlld eare expenses to the extent nec- "'g Q1 lewar mcome nousmg pro)ects, parcicu-

essary to enable another member of the Wu' where there is maximum feasible partici-
famQy to be employed or to further his or her pation of the tenants in the development and
education; or (ii) excessive travel expenses, operation of such tenant programs and services.
not to exceed $25 per fandly per week, for em- As used in this paragraph, the term "tenant
ployment or education related travel, except programs and servlces" includes the develop-
that this elause shall apply only to families ment and maintenance of tenant organfaations
assisted by Indian housing authorities. which partleipate In the management of lower

income housing projecta; the training of ten-
(8) The term "publlc housing agency" means ants to manage and operate such projects and

any State, county, municipality, or other gov- the utilization of their services In project man-
ernmental entity or public body (or agency or agement and operatlon; counseling on hottse-
instrumentality thereof) which is authorized to hold management, housekeeping, budgeting,
engage In or assist In the development or oper- money management, chlld care, and slmllar
atlon of lower income housing. The term in- matters; advice as to resources for Job training
cludes any Indfan housing authority. and placement, education, welfare, health, and

(7) The term "State" inoludes the several other community services; services which are
States, the District of Columbia, the Common- directly related to meeting tenant needs and
wealth of Puerto Rico, the territories and pos- providing a wholesome living envlronment; and
sessions of the United States, the Trust Terri- referral to appropriate agencies In the commu-
tory of the Pacific Islands, and Indian tribes. nity when necessary for the provision of such
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services. To the maximum extent available and 8ubaec, (b)(B)(C). Pub. L. 98-479, 1102(b)(3), deslie-
approprlate, existing public and private agen- nated exfsting provlelon as ol. (1), added cl. (Il), and in-
cles In the community shall be used for the pro- rened "the amount by which the aggregate of the fol-
Vlslon of such servloea. lowina expenses of the famlly" In provislons preceding

(3) The term "acqu)sltion cost" means the S' (1)'
amount prudently required to be expended by a 1983-Subsec. (a). Pub. L. 08-I81. 4 208(a), in provl-
public housing agency in aequiring property for °lons precedin8: par. (1). Inaerted provlelon reGUlring

annual revlew of famtiy Income, and Inserted (other
a lower income housing proJect. than a family eseluted under section 14371(o) of this
(Sept. 1, 1937, ch. 898, title I, $ 3, as added Aug. title)".
22, 1974, Pub. L. 93-383, title II, ; 201(a), 88 subaco. (b)(2). Pub. I. 98-1B1, 4 20e(b), qua11t1ed the
Stat. 654, and amended Aug. 3, 1978, Pub. L. terTn 'very low•income families" In authorlaing the
94-375, 4 2(f), 90 Stat. 1088; Oct. 31. 1978, Pub. 8reretary to establleh, where neceseary, varlatlons in

95-557, title II, 4 208(c), 92 Stat. 2091; Dec. Income ceilings higher or lowcr thRn 60 per centum of
L the median for the area.
21, 1979, Pub. L. 96-153, t(tle lI, 4 202(a), 93 $ubeoa. (b)(3). Pub. L. 98-181, 1202, Inaerted provi•
SEat. 1106; Aug. 13, 1981. Pub. L. 97-35, title III, sion at end of par. (3) authorlsing Increase from 15 to
4 322(a), Bfi Stat. 400; Nov. 30, 1983, Pub. L. 30 per centum In the single peraon oaxupancy lhntta-
98-181, title II, 44 202, 200(a)-(c), 97 Stat. 1178, tion for nonocoupancy of the Involved dwelune units.
1179; Oct. 17. 1984, Pub. L. 98-479, title I, 8ubsec. (b)(6). Pub. L 98-181, 1 206(c), amended par.
4102(b)(1)-(3), 98 Stat. 2221; Feb. 5, 1988, Pub. (6) senerally, substitutln8 provlelons designating cla.
L. 100-242, t(tle I, $4102(a), 111, 170(c), 101 (A) to (D) for prlor exclusion from "adjusted Income"
Stat. 1821, 1823, 1807; redesignated title I and of such amounts or types of income as the Secretary
amended June 29, 1988, Pub. L. 100-358, 44 4, 6, might prescriba, taldne Into account the number of
102 $tat 080, 681.) minor chlldren and other appropriate fectors.

1981-Puh. L. 97-36 added aubseca. (a) and (c) and
g^=czs mTExT desf8nated provislons const(tuttne former section as

Sectlon 6001(7) of thla t(tle• referred to In eubsec. °u^c. (b), and In subeec. (b) as so deslgnated, autudd-
(6M3MA), was redesignated sectlon 6001(6) of thls title tuted provlelons deftnin8 "lower Income hauelne",by Pub. L. 100-14g, title I, 4102<4), Oct. 20, 1967, 101 "lower income famllles", "famities", Income , "adjust-

by ,for pmvlalo
houningne d In agency",

o•w-lnco a housa8tat. 841. "8eo
paIOR PROVIatONa ing". "low-Income famlliea", "development", "oper

ation", "aequlsition eoat", "public housing agency",
A prior eectlon 3 of act 8ept.1• 1937, oh. 898, 60 Stat. "State", •'8eeratary", and "low•inwme housing pro7-

889, os amended, which eetabltahed the United 8tatea ect'•.
Sousing Authorlty, was olaesiffed to sactlon 1493 of 1978-Par. (1). Pub. I,. 98-153 aubaE(tuted provisions
thie title prior to the revision of act Sept. 1. 1937, by that the rental for a dweuing shaA not excaed certain
Pub. L. 93-363. portion of the resident fanilly s Income to be estab-

Prior ghntlar provtslons were contained In eectlon 2 Iished by the Secretary, and that in the case of a very
of act Sept. 1, 1937, ch. 890, 50 Stat. 888, which was low (ncome famlly 25 per centum and In other cases 30
classified to sect(on 1402 of thla title prior to the revi• per centum of fam6y Inoome for provlsions that such
s(on of such act by Pub. I. 93-383, rental shall not exceed one-fourth of the fRmlly's

ANz"wwn Incame as defined by the 8ecretary.

1988-8ubsec. (a). Pub. L 100-242, 4102(a), desi8nat• 1978-Par. (21tD). Pub. L 96-667 substltuted "16 per
ad oxleWnB provisions as par. (1), subeEituted "Excopt cent' for "10 percent".
as provided in paraeraph (2), a" for "A", redeslgnated 197e-1Par. <21. Ndb. L. 94-375 etrudc out and'former pars. (1) to (8) ae subpara. (A) to (C), respec- before el. (C), added oL (D)• and two Provfeos relating
tively, and added par. (2). to the percantaBa of units to be ooouPled by single per-

(3ubsea (bX3). Pub. L. 100-242, 1170(c), In ol. (A), sons and the priority to be given to a1n81e pentom who
substituted •'sllxtlytwo Yeare of aee;' tor "blxty-two are ) elderlY• handlcapped, or dteplaced, following cL
yeara of age or", and '•, has a developmental d(ssbtlity
as defined In sectlon 8001(7) of th(B Wtle" for "or In ^rox Dexa or 1881 A^mml^xseectioa 102 of the Developmental Dleabllitlea Services
and b'acl(Stlea ConetrucWon Amendmenta of 1g70". ANOendment by Pub. L. 97-38 effeottva Oct. 1, 1081,

Pub. L.100-242, 5111,1nserted provislons relatlne to ree sectlon 371 of Pub. L. 97-36, set out as an Effective
determination of prlorltY admlaslon to publlc housine Date note under seetlon 3701 of TIWe 12, Banks and
projects designed for elderly famllles. Banklne.

f3ubsee. (b)(6MD). Pub. L 100-368, 4 4(a)• deslgnated
existing provisions es ol. (1) and added oi. (11). Enaorevx DASC or 1979 ANxspestrrc

Subsec. (b)(8). Pub. L.100-3t(8. 5 4(b), inaerted at end
"The term Inoludes any Indian houslne authorlty." Section 202(c) of Pub. L 96-153, which providod that

6ubsea (b)(7). Pub. L. 100-368, 44(c), struck out amendment by section 202(a) of Pub. L. 08-163
•', bands• yroups, and Nattone, lnoludin8 Alaeka Indi- (amending sections 1437a and 1437t of this WWe) shau
ans, Aleuts, and Eskimoe, of the UNted States" atter become effective on Jan. 1, 1980, except that the
"and Indian trlbes'•. amount of the tenant contribution required of families

Bubsee. (bM9) to (12). Pub. I. 100-368, ¢ 4(d)-(8), who8e occupancy of houeing units assisted under thls
added pars. (9) to (12). chapter commenced prior to that date sha11 be deter-

1984-Subsec. (bM2). Pub. L. 98-479, 4102(bXl), in- mined in accordance with the provisions of this chaP-
serted provtelon at end that such ceilings eha0 be es- ter in effect on Dec. 31, 1879, so long Re such oceupan-
tabllshed In coneWtatlon wlth the 8ecretary of ABri- cy was continuoue thereafter, was repealed by Pub. L.
culture for any rural area, as deflned In aect[on 1490 of 97..36, tlua III, 4 322(hXll, Aug. 13, 1981, 05 Stat. 404,
this title, tRklnB Into account the subsidy charecteris-
Wcs and types of prograroa to wh(ch such celllnee Epacrrvx Dess or 1978 MaNaKaNr
aPP1Y.

Subsee. (bX4). Pub, k 08-479, 1102(hX2), Inserted Amendment by Pub. L. 06-667 effeettve Oct. 1,1978,
(n consultation with the 8ecretary of ABrlculture" see section 200(h) of Pub. L 95-557, set out as a note

at end. under sectlon 1437c of tbfe title.
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ErrSLTrV6 DAxx

Seatlon effeetlve on such date or dates as the Secre•
tary of Housing snd Urban Development shall pre•
scr)be, but not later thsn elghteen months after Aug.
22, 1974, except that all of the prov)slans of par. (1)
shaA become effective on the aame date, see section
201(b) of I'ub. L. 93-383, set out as a note under sec•
tlon 1437 of this tltle.

The Department of Hcueing and Urban Develop•
ment adopted an Interim rule, 24 CPR 880.409, Sept.
26. 1975.40 F.R. 44320, whlch provlded: "The effective
date of aeetion 3(1) of the United States Housing Act
of 1937, ae amended [par. (1) of this seotion], shall be
the date that these regulatlons [sectlona 880.401 te
860.409 of Title 24, CPRbI are published In the Federal
Regleter (September 26, 1970)."

Mso" AxxA Incoxa
Sectton 567 of Pab. L. 100-242 provlded that: "For

purposes of calculating the median Income for an,y
area that is not within a metropolitan statistical area
(as established by the Olllce of Management and
Budget) for programs under title I of the Housing and
Communlty Development Act of 1074 (42 U.S.C. 8301
et seq.l, the Onlted States Housing Act of 1937 [42
U.S.C. 1437 et seq.], the National Housina Act 112
O.S.C. 1701 et esq.l, or title V of the Housing Act of
1949 142 U.S.C. 1471 et seq.]. the Secretary of Houaing
and IIrbsn Development or the Secretary of ABrleul•
ture (as approprlate) shall use whichever of the lol•
lowing ts hlgher.

"(1) the median Income of the county In which the
area Is located• or

"(2) the merLan Income of the entlre nomnetropo•
ittan area of the State."

DSrxa14NATiON Or RBnT YAYABL6 aY 'I'CfAn?a (7{,'CO•
BYINo AeBra'1'® Houan(O: DELAYaB APPLICATiOn Oa

. SrASosD lonteeunrerrox or AsnamaD Paovrsroxs

Section 200(d) of Pub. l.. 08-181 provided that:
"(1) The following provisions of thls paragraph

apply te determiaatlons of the rent to be pald by or
the contribution requlred of a tenant occupytng hons•
ing aeelsted under the authorltles amended by thle sec-
tlon [amendtag this sectlon] or subaectione (a)
through (h) of aeotlon 322 of the Houeing and Com•
munlty Development Amendments of 1981 [emending
sections 1437 to 1437d, 1437f, 1437g. 14371, 1437), and
14371 of this tttle and eeotlons 1701s and 1715rr1 of
T[tle 12. Banks and Banking, and ropealins provisions
set out as notes under this section and aectlon 1701s of
Title 123 (hereinafter referred to as'asslated housing')
on or before the effective date of regulations imple•
ment)ng thls section:

"(A) Notwithstanding any other provlslon of this
sectlon or subsections (a) through (h) of secElon 322
of the Housing and Commun(ty Development
Amendments of 1081, the Secretary of HouelBS and
Urban Development (hereinafter referred to as the
'Secretary') may provide for delayed applicability, or
for staged )mplementatlon, of the procedures for de-
termining rents or contributiona, as appropriate, re•
qulred by such provisions lf the Seoretary deter•
mines that luunedlste applieation of such proce•
dures would be Impractleable, would violate the
terma of existing leases, or would result )n extraordi•
nary hardehfp for any olase of tenants.

"(B) The Secretary shall provide that the rent or
contribution, asapproprlate, reQuired to be paid by a
tenant shall not (nereeae na a result of the amend-
ments made by thte seotlon and subsections (s)
through (h) of sectlon 322 of the Housing and Com•
munity Development Amendments of 1981, and as a
result af any other provislon of Federal law or regu•
lation, by more than 10 per centnm durlns any
twelve-month period, unleae the Increase above 10
per centum Is attrlbutable to lnoreeaes In inoome
which are unrelated to such amendments, law, or
regulation.

"(2) Tenants of essleted houaing other than those re-
ferred to In paragraph (1) shaA be sublect to Immedl•
ate rent payment or contributlon determ)nations In
accordeace with applieable law and without regard to
the provisions of paragraph (1), but the SeoretarY
shall provide that the rent or contribution payable by
any such tenant who Is occupying seeistted housing on
the effective date of any provlslon of Federal law or
regulation shall not Increase, as a reaWt of any such
provision of Federal law or regulation, by more than
10 per cBntum during any twelve-month perlod. unless
the Increaee above 10 per centum Is attdbutable to )n•
creasses In Income which are unrelated to such law or
regulatlon•

"(3) In the ceae of tenants recelving rental asslstance
under section 02l(aXi) of the Houaing Act of 1049
[section 1400a(aHl) of this title] on the effeotive date
of this section (Nov. 30. 1903] whose sseistsnce is con-
vcrted to aea)stanee under seotlon 8 of the United
States HBusing Act of 1937 [aectlon 14371 of this tltle]
on or atter such date, the Secretary shan provide that
the rent or contribution payable by any such tenant
sha11 not Inerease, as a result of such conversion, by
more than 10 per centum dur)ng any twelve-month
perlod, uulese the Increase above 10 per contum )e at•
trlbutable to tncreasea In Income which are unrelated
to such conversion or to any provision of Federal law
or regulstlon,

114)(A) Notwithstanding any other provision of law,
in the case of the conversion of any assistance under
section 101 of the Housing snd Urban Development
Act of 1988 112 O.S.C. 1701e], section 238(1H2) of the
Natlonal Housing Act (12 U.S.C. i71b^1(fl(2», or asc•
tlon 23 of the United States Housing Act of 1937 [sec•
tlon 1421b of thia title] (as In effect before the date of
the enactment of the Housing and Communfty Devel•
opment Act of 1974 [Aug. 22, 1974]) to aesistance
under section 8 of the United States Housing Act of
1957, any increaee in rent payments or contrlbutlons
resulting from such conversion, and from the amend•
menta made by this sectlon of any tenant beneflting
from such aseistanco who ts B)xty-two yearB of age or
older may not exceed 10 per centum per anaum.

'(B) In the case of any such converslon of asaletance
occurrln8 on or after October 1, 1081, and before the
date of the enactment of this section (Nov. 30, 19831.
the rental payments due after such dato of enaetment
by any tenant benetiting from such eeetstance who
was sixty-two years of age or older on the dato of auch
conversion shaB be computed as If the tenant's rental
payment or contrlbutlon had, on the date of conver•
slon, been the leaser of the actual rental payment or
contribution required, or 25 per centum of the ten•
ant'e tncome.

"(5) The limftatfone on lncreeaes In rent contalned
In paragrsptu (1)(13), (2), (3), and (4) shall remain In
effect and may not be changed or superseded except
by another provlsion of law whlch amends this subsec-
tlon.

"(8) As used in this subsection, the term 'contribu•
tion• means an amount representing 30 per centum of
a tenant's monthly adluated income, 10 per centum of
the tenant's monthly Income, or the designated
amount of welfare ass)stanee, whichever amount Is
used to determine the monthly easletance payment for
the tenant under seotlon 3(a) of the United States
Housing Act of 1937 (sabseo. (a) of thts sectlon].

"(7) The provisions of subsections (a) through (h) of
seetion 322 of the Housing and Community Develop-
ment Amendments of 1981 shall be Implemented and
fully appllcable to all affected tenants no later than
llve yeam following the date of enactment of such
amendments (Aug. 13, 19811, except that the Seora-
tary msy extend the thne for Implementatfon !f the
Secretary determines that full implementatlon would
result In extraordlnary hardship for any class of ten-
ante."

Prior provlsions for determining rent payable by
tenants oeeupying aes)sted housing under and author•
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laing delayed application or staged fmplementation of
provletons amended by section 322 of Pub. L. 97-35
were wntalned in Pub. L 87-36, title 111, 1322(1), Aug.
13, 1981, 95 Stat. 404, whlch was repealed by Pub. L
98-181, tltle II, I 206(e), Nov. 30, 1983, 97 Stat. 1191.

EBTABLrea'aRMl or INOaLaean 7!doNTaLY RsNTw
(•inAROE TOR FAanLY OCCOPYrNa 1pW-INCOMa H096-
ma ONra; AprosrafaNT FAOToRs

Seetlon 202 of Pub. L. 93-383 provtded that: "To the
extent that section 3(1) of the United States 8ousing
Act of 1937, as amended by section 201(a) of this Act
(par. (1) of thle secttonl, would require the establ(sh-
ment of an tncreased monthly rental charge for any
famlly which occupies a low-Income housing unit as of
the effective date of such aection 3(1) (other than by
reason of the provisions relattng to welfare aeslatance
payments) (eee Effective Date uote set out a6ove], the
requlred adjustment shall be made, in accordsnce with
regulations of the Secretary, ae follows: (A) the first
adfustment shaQ not exceed $5 and shall become ef-
fective as of the month following the month of the
first review of the family's Income pursuant to sect' in
8(c)(2) of such Act laectian 1437d(c)(2) of this title]
which occurs at least six months after the effectlve
date of such sectlon 3(1), and (B) subsequent adluet-
ments, each of whioh shall not exeeed $5. shall be
made at six-month (ntervale over whatever period is
necessary to effect the full required increase In the
family's rentalcharge:'

SECrlON RAAet® TO m O77SEa 860rroNa

This secuon Is referred to in aections 503, 1437f,
14874 1437o, 1437r, 1437s, 1471, 3544, 6306, 11884 of
this title; tltle 12 sections 1701q, 1701z-11, 170ee,
1716z-1a, 1718a-1c,1716ar9,1718a-18.

91487b. Loans and commitmente to make loans for
lower income houeing projects

(a) Authority of Seeretary; Interest ratee; repayment
date; use as security for obiigations of public
housing agency

The Secretary may make loans or commit-
menta to make loans to pubUe housing agencies
to help fhixace or refinance the development,
acquisltfon, or operation of lower ineome hous-
ing projects by such agencles. Any contract for
such loans and any amendment to a contract
for such loans shall provide that such loana
shall bear interest at a rate specified by the
Secretary which shaU not be less than-a-rate
determined by the Secretary of the Treasury
taking Into conslderation the current average
market yield on outstanding marketable obliga-
tions of the United States with remaining peri-
ods to maturity comparable to the average ma-
turities of such loana, plus one-eighth of 1 per
centum. Such loans shall be secured in such
manner and shaB be repaid wtthin such period
not exceedmg forty years, or not exceeding
forty years from the date of the bonds evidena
ing the loan, as the Secretary may determine.
The Secretary may require loans or commit-
ments to make loans under thts section to be
pledged as security for obligations issued by a
public housing agenoy in connection with a
lower income housing project.
(b) Issuance of obllgatlone by Secretary; tlmitaUon

on amounts; forms and denominations; terms
and conditlons; purchese, eatabtfehment of matu-
rities and rates af intereat, and sale by Secretary
of the Treasury

The Secretary may issue and have outstand-
ing at any one time notes and other obligations

for purchase by the Secretary of the Treasury
In an amount which wUl not, unless authorized
by the President, exceed a1,500,000,000. For the
purpose of determining obligations Incurred to
make ioans pursuant to this chapter against
any limltation otherwlse applicable wlth re-
spect to such loana, the Secretary shall eati-
mate the maxlmum amount to be loaned at any
one tlme purauant to loan agreements then out-
standing with public housing agencies. Such
notes or other obligations shall be in such
forms and denominations and shall be subject
to such terms and conditlons as may be pre-
scribed by the Secretary with the approval of
the Secretary of the Treasury. The notes or
other obligations issued under this subsection
shall have such maturltles and bear such rate
or rates of interest as shall be determined by
the Secretary of the Treasury. The Secretary
of the Treasury is authorized and directed to
purchase any notes or other obligations of the
Secretary issued hereunder and for such pur-
pose is authorized to use as a public debt trans-
action the proceeds from the sale of any securi-
ties issued under chapter 31 of title 31, and the
purposes for whleh securities may be issued
under such chapter are extended to Include any
purchases of such obUgations. The Secretary of
the Treasury may at any time sell any of the
notes or other obllgatlons acquired by him
under this section. All redemptions, purehases,
and sales by the Secretary of the Treasury of
such notes or other obligations shall be treated
as pubUo debt transactlons of the United
States.

(c) Public and Indian housing financing reforms

(1) At such thnes as the Secretary may deter-
mine, and In accordance with such accounting
and other prccedures as the Secretary may pre-
scrlbe, each loan made by the Secretary under
subsection (a) of this section that has any prin-
cipal amount outstanding or any interest
amount outstanding or accrued shall be forgiv-
en; and the terms and conditions of any con-
tract, or any amendment to a contract, for such
loan with respect to any promise to repay such
principal and intereat shall be canceled. Such
cancellation shall not affect any other terms
and conditions of such contraat, which shall
remain in effect as If the cancellation had not
occurred. This paragraph shall not apply to any
loan the repayment of which was not to be
made using annual contrlbutions, or to any loan
all or part of the proceeds of which are due a
public housing agency from contractors or
others,

(2)(A) On April 7, 1985, each note or other ob-
ligation issued by the Secretary to the Secre-
tary of the Treasury pursuant to subsection (b)
of thts section, together with any promise to
repay the prineipsl and unpaid Interest that
has accrued on each note or obUgation, shall be
forgiven; and any other term or condition speci-
fied by each such obligation shaU be canceled.

(B) On September 30, 1986, and on any subse-
quent September 80, each such note or other
obligation ieaued by the Secretary to the Secre-
tary of the Treasury pursuant to subsection (b)
of this section during the fis0al year ending on
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(c) Appropriations
The amount specified for purposes of subsec-

tions (a) and (b) of this section shall be-

serted Rt end "The terms of all ceiling rents estsb-
IIshY.d prior to December 15, 1989, shall be extended
for th,+ 6-year perlod beginning on December 15.
1989."

[See main edition for tezt oj(1) and (2)] $ROTION RaFR8Rx0 TO IN OTHCR SBCTIONs

(3) $2,700,000,000 for the fiscal years 1084, Thts section Is referred to In sections 503, 1437f.
1085, 1086,1987, and 1989; 14371, 1437o, 1437r, 1437s, 1471, 3544. 5305, 11384 of

(4) $2,750,000,000 for the fiscal year 1988; this title; title 12 sectlons 1441a, 1701q. 1701z-11,

and 1708e, 1715a-1a,171fia-Sc,1715z-9,1715z-16.

(5) $2,800,000,000 for each fiscal year after
fiscal year 1989.

(As amended Dec. 19, 1989, Pub. L. 101-239,
title VIII, 18018, 103 Stat. 2470.)

AMSIIDMENTS

1989-Subsec. (c)(3). Pub. L. 101-239, 1 8018(1), sub-
stltuted "1987, and 1989;" for "and 1987, and for each
succeeding flscsl year other than the fiscal year 1988;
and".

Subsec. (c)(8). Pub. L. 101-239, 160100). (3), added
par. (5).

CHAPTER 8-LOW-INCOME HOUBING

CAAPrBR REPERRED TO IN OTH6R SBCfIONs

This chapter Is referred to In sections 1382a, 1404a,
1434. 1438s, 1438b. 1437J-1, 1430, 1471, 1485, 1490a,
1802, 1803, 1809, 1586, 1590. 1694c, 1780, 3013, 5153,
5516, 8003 of this titlet title 12 sections 24, 1441a,
1701q, 1701r-1, 1716z-1s6 1701z-3, 1701z-11, 17181; title
20 sections 244, 633, 635, 645; title 25 section 840d-14.

SUBCHAPTER I-GENERAL PROGRAM OF
ASSISTED HOUSING

BUSOHAPTCR RSFE8R6D TO IN OTNES $aCTIONe

This subohapter is referred to In sections 1437aa,
1437bb.3838 of this title.

Il t437a. Rental payments

(a) Families included; amount

[See main edition for text oJ (1)]

(2)(A) Any public housing agency may pro-
vide that each family-residing In a public hous-
ing project owned and operated by such agency
(or in lower income housing assisted under sec-
tion 1437f of this title that contains more than
2,000 dwelling units) shall pay as monthly rent
for not more than a 5-year period an amount
determined by such agency to be appropriate
that does not exceed a maximum amount
that-

[See main edition for text oJ(i) to (iti)]
(B) The 5-year limitation established In sub-

paragraph (A) shall not apply to any family re-
siding In a public housing project administered
by an Indian public housing agency. The terms
of all ceiling rents established prior to Decem-
ber 15, 1089, shs1l be extended for the 5-year
period beglnning on December 15,1989.

(See main edition for text of (b) and (c)]
(As amended Dec. 15, 1089, Pub. L. 101-235,
title III, 1302, 103 Stat. 2043.)

AMRNDaaaNTa

1989-8ubsee. (a)(2)(A1, Pub. L. 101-238, q302(1),
substltuted "8-year period" for "3-year perlod".

Subsec. (aH2xB). Pub. L. 101-235, 4 302(2), substltuL
ed "5-year limitation" for "3•year limitation" and in-

1? 1437d. Contract provisions and requirements; ioans
and annual contributions

[See main edition Jor text o!(a)]

(b) Public housing for Indians and Alaska Natives
(1) Each contract for loans (other than pre-

ltminary loans) or contributions for the devel-
opment, acquisition, or operation of public
llousing and public housing for Indians and
Alaska Natives In accordance with the Indian
Housing Act of 1088 [42 U.S.C. 1437aa et seq•]
shall provide that the total development cost of
the project on which the computation of any
annual contributions under this chapter may be
based may not exceed the amount determined
under paragraph (2) (for the appropriate struc-
ture type) unless the Secretary provides other•
wise, and In any case may not exceed 110 per
centum of such amount unless the Secretary
for good cause determinea otherwise.

(2) For purposes of paragraph (1), the Seere-
tary shall determine the total development cost
by multiplying the construction cost guideline
for the proJect (which shall be determined by
averaging the current construction costs, as
listed by not less than 2 nationally recognized
residential construction cost indices, for public-
ly bid construction of a good and sound quality)
by-

(A) In the case of elevator type structures,
1.6; and
(B) in the case of nonelevator type struc-

tures. 1.75.

(See main editionlor text of (e) to (m)]

(As amended Nov. 9, 1989, Pub. L. 101-144, tltle
11, 103 Stat. 846.)

REFaRENCEe IN TxXT

The Indtan Housing Act of 1988, referred to in
subsec. (b)(1), la Pub. L. 100-358, June 29, 1989, 102
Stat. 676, whlch Is classified principally to subchapter
11 (41437aa et seq.) of thisehapter. For eomplete clas-
sification of this Act to the Code, see Short Title note
eet out under section 1437aa of this title and Tables.

AMENDM6NTS

1989-Subsec. (b). Pub. L. 101-144 added subsec. (b).

01437f. Lower•income housing assistance

(See main edition for text ol (a) and (b))

(c) Contents and purposes of contracts for assistance
payments; amount and scope of monthly assist-
ance payments •

[See main edition for text of (1)]

(2) [See main edition for text oJ (A) and (B)]
(C) AdJustments [n the maximum rents under

subparagraphs (A) and (B) shall not result In
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dWilig facility in connection with congregate
housing (other than the cost of providing food
and service) shall be considered one of the costs
of operation of the proJect.
(Sept. 1, 1937, ch. 890, title I, 17. as added Aug.
22, 1974, Pub. L 93-383, title II, 4 201(a), 88
Stat. 882, and amended Oct. 31, 1978, Pub. L.
96-667, title IV, 1412, 02 Stat. 2110; Feb. 5,
1988, Pub. L. 100-242, title I, ¢ 112tbX3), 101
Stat. 1824; redesignated title I, June 29, 1988,
Pub. L.100-368, 5 6, 102 Stat. 081.)

RsreASRczs fu Trxr
Section 202 of the Bousing and Urban Development

Act of 1970, referred to In text, Is seetion 202 of Pub.
L. 01-809, title II, Dec. 31, 1979, 84 Stat. 1778, which
amended secUon 1410(e) of this title, and has been
omitted in the general revision of this chapter by sec-
tion 201(a) of Pub. L. 03-383.

The Housing and Community Development Amend•
menta of 1978. referred to In text, means Pub. L.
98-687, Oot. 31, 1978, 02 Stat, 2080, as amended. Title
IV of the Housing and Community Development
Amendments of 1078, known as the Congregate Rous•
ing 6erviaes Act of 1978, is classified principally to
chapter 89 (4 8001 et seq.) of this Utle, For completo
classlflcaUon of the Housing and Community Develop-
ment Amendments of 1978 and the Congregate Bous-
Ing Servicm Act of 1978. to the Code, see Short Title of
1978 Amendment and Short T1Ue notes set out under
sections 6301 and 8001, respectively, of this title and
Tables.

PRIOR Pa0VI610Ns

A prior section 7 of act 8ept,1,1937, ch. 898, 80 Stat.
891, as amended, which n:aulred publication of infor-
mation and aubmlesion of annual report by the Au-
thority, was clasetfted to seoUon 1407 of thls title prlor
to the rev)slon of Rct Sept. 1, 1937, by Pub. L. 93-383.

AareROaeerra
1988-Pub. L. 100-242 struck out "annual" before

"contrlbutlons" In provtso.
1978-Pub. L. 96-867 subsUtuted "(1) low-rent hous•

!ng which, as of January 1, 1979, was built or under
oonstrueUon, with which there Is connected a central
dining fadltty where wholesome and economical meals
can be served to such oecupants: or (2) low-rent hous•
ing constructed alter, but not under construction prlor
to, January 1, 1979, connected with whlch there is a
central dining faelllty to provide wholesome and eco•
nomlcal meals for such occupants. Such occupants of
congregate housing may also be provided with other
supportlve services approprlate to their needs under
title IV of the Housing and Community Development
Amendmenta of 1978" for "low-income houeing (A) in
wh(ch aome or alt of the dwelling units do not hRve
kitchen fao8lties, and (B) conneeted wlth whleh there
Is a centml dining facillty to provide wholesome and
eoonondcal meals for elderly and dleplaced families
under terms and conditions prescribed by the public
housing agency to permit a generally self-supporting
operation°.

01437f. Lower-income housing assistance
(a) Authorization for assistance payments

For the purpose of aiding lower-income fami-
lies in obtaining a decent place to live and of
promoting economically mixed housing, asslst-
ance payments may be made with respect to ex-
lsting housing in accordance with the provi-
sions of this section.
(h) Authorization for contracts for ass)stance pay

mente for existing dwellings
(1) The Secrctary Is authorized to enter into

annual contributions contracts with public

Page 30

housing agencies pursuant to which such agen-
cies may enter Into contracts to make assist-
ance payments to owners of existing dweliing
units in accordance wlth this section. The Sec-
retary shall enter Into a separate annual contrl-
butions contract with each public housing
agency to obligate the authority approved each
year, begtnning with the authority approved in
appropriationa Acts for flscal year 1988 (other
than amendment authorlty to inerease assiat-
ance payments being made using authority ap-
proved prior to the appropriations Acts for
flacal year 1988), and such annual contributions
contract (other than for annual contributions
under subsection (o) of this section) shall bind
the Secretary to make such authority, and any
amendments Increasing such authority, avail-
able to the publlc housing agency for a speci-
fied period. In areas where no public housing
agency has been organized or where the Secre-
tary deternilnes that a public housing agency is
unable to Implement the provislOns of this sec-
tion, the Secretary is authorized to enter Ittto
such contracts and to perform the other func-
tions assigned to a public houaing agency by
this section.

(2) Repealed. Pub. L. 98-181, title II,
I 209(a)(2), Nov. 30, 1983, 97 Stat. 1183.

(c) Contents and purposes of contracts for assistance
payments; amount and scope of monthly aeaist-
ence payments

(1) An assistance contract entered into pursu-
ant to this section shall establish the maxhnum
monthly rent (including utilities and all main-
tenance and management charges) which the
owner ls entitled to rccelve for each dwelling
unit with respectto which such assistance pay-
ments are to be made. The maximum monthly
rent shall not exceed by more than 10 per
centum the falr market rental established by
the Secretary periodically but not less than an-
nually for existing or newly constructed rental
dwelling units of various sizes and types in the
market area Suitable for occupancy by persons
aesisted under this section, except that the
maximum monthly rent may exc@ed the fair
market rental by more than 10 but not more
than 20 per centum where the Secretary deter-
mines that spectal oircumstances warrant such
higher maximum rent or that such higher rent
is necessary to the Implementation of a local
housing assistance plan as defined !n section
1439(a)(6) of th[s title. In the case of newly con-
structed and substantially rehabilitated units,
the exception in the preceding sentence shall
not apply to more than 20 per centum of the
total amount of authority to enter into annual
contributions contracts for such units which is
allocated to an area and obligated with respect
to any fiscal year beghuilng on or after October
1, 1980. Proposed fair market rentals for an
area shall be published in the Federal Register
with reasonable time for public comment, and
shall become effective upon the date of publlca-
tion In final form in the Federal Register, Each
fair market rental in effect under this subsec-
tion shaA be adjusted to be effective on Octo-
ber 1 of each year to reflect changea, beaed on
the most recent available data trended so the
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rent.ala wUl be current for the year to which
they apply, of rents for existing or newly con-
structed rental dwelling units, as the case may
be, of varlous sizes and types In the market area
aultable for occupancy by persons assisted
under this section. Notwithatanding any other
provision of this section, after October 12, 1977,
the Secretary shall prohibit high-rise elevator
proJects for famlUes with children unless there
is no practical alternative. The Secretary shall
establish separate fair market rentals under
this paragraph for Westchester County In the
State of New York. If units asslsted under this
section are exempt from local rent control
while they are so assisted or otherwtse, the
maxhnum monthly rent for such units shall be
reasonable In compexison with other units In
the market area that are exempt from locat
rent control.

(2)(A) The assistance contract shall provide
for adjustment annually or more frequently in
the maxhnum monthiy rents for units covered
by the contract to reflect changes !n the fair
market rentals established In the housing area
for similar types and sizes of dwelling units or,
If the Secretary determines, on the basis of a
reasonable formu)a.

(8) The contract shall further provide for the
Secretary to make additional adlustments in
the maxhnum monthly rent for units under
contract to the extent he determines such ad-
,iustments are necessary to reflect Inereaaes in
the actual and necessary expenses of owning
and maintaining the units which have resulted
from substantlal generalIncreasesin real prop-
erty taxes, utility rates, or similar costs which
are not adequately compensated for by the ad-
Justment In the maximum monthly rent au-
thoriaed by subparagraph (A).

(C) Adjustments in the maximum rents under
subparagraphs (A) and (B) shall not result In
material differences between the rents charged
for assiated units and unassisted units of simi-
lar quallty and age in the same market area, as
determined by the Secretary. If the Secretary
or approprlate State agency does not complete
and submit to the project owner a comparabil-
ity study not later than 80 days before the an-
niversary date of the assistance contract under
this section, the automatic annual adjustment
factor shaU be applied. The Secretary may not
reduce the contract rents in effect on or after
AprU 15, 1987, for newly constructed, subatan-
tlally rehabilitated, or moderately rehabilitated
proJects assisted under this section (Including
proJects assisted under this sectlon as in effect
prior to November 30, 1983), unless the project
has been refinanced In a manner that reduces
the periodic payments of the owner. Any maxi-
mum monthly rent that has been reduced by
the Secretary after Aprll 14, 1987, and prior to
November 7, 1988, shall be restored to the max-
lmum monthly rent in effect on April 15, 1987.
For any project which has had lta maxlmum
monthly rents reduced after AprU 14, 1987, the
Secretary shall make assistance payments
(from amounts reaerved for the original con-
tract) to the owner of such project In an
amount equal to the difference between the

multiplied by the number of months that the
reduced maximum monthly rents were in
effect.

(3) The amount of the monthly assistance
payment with respect to any dwelling unit shall
be the difference between the maxhnum
monthly rent which the contract provides that
the owner is to receive for the unit and the rent
the family is required to pay under section
1437a(a) of this title. Reviews of family ineome
shall be made no less frequently than annually.

(4) The assistsnce contract shall provide that
assistance payments may be made only with re-
spect to a dwelling unit under lease for occu-
pancy by a faml2y determined to be a lower
income family at the time it Initially occupied
such dwelling unit, except that such payments
may be made with respect to unoccupied units
for a period not exceeding sixty days (A) in the
event that a family vacates a dwelling unit
before the expiration date of the lease for occu-
pancy or (B) where a good faith effort is being
made to fill an unoccupied unit, and, subject to
the pmvisions of the following sentence, such
payments may be made, in the case of a newly
constructed or substantially rehabilitated proj-
ect, after such sixty-day period in an amount
equal to the debt service attributable to such
an unoccupied dwelling unit for a period not to
exceed one year, if a good faith effort is being
made to fill the unit and the unit provides
decent, safe, and sanitary housing. No such
payment may be made after such sixtyday
period if the Seoretary determines that the
dwelling unit Is in a project which provides the
owner with revenues exceeding the costs In-
curred by such owner with respect to such p%1-
ect.

(5) Assistance payments may be made with
respect to up to 100 per centum of the dwelling
units In any structure upon the application of
the owner or prospective owner. Wlthln the cat-
egory of projects containing more than fifty
units and designed for use primarily by non-
elderly and nonhandicapped persons which are
not subject to mortgages purchased under sec-
tion 1720 a of title 12, the Secretary may give
preference to applications for asslstance involv-
1ng not more than 20 per centum of the dwell-
hig units 1n a project. In according any such
preference, the Secretary shall compare appli-
cations received during distinct tlme periods
not exceeding sixty days 1n duratlon.

(6) The Secretary shall take such steps as
may be necessary, including the making of con-
tracts for asslstance payments In amounts In
excess of the amounts required at the time of
the initlal renting of dwelling units, the reser-
vation of annual contributions authority for
the purpose of amending housing assistance
contracts, or the allocation of a portion of new
authorizations for the purpose of amending
honsing assistance contracts, to assure that as-
sistance payments are increased on a timely
basla to cover tnereases In maximum monthly
rent8 or decreases in family incomes.
(7) To the extent authorized in contracts en-

tered into by the Secretary with a public hous-
maximum monthly rents In effect on April 15,
1987, and the reduced maximum monthly rents, I See References In Text note below.
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ing agency, such agency may purchase any
structure eontaining one or more dwelling units
eseisted under this section for the purpose of
reselling the structure to the tenant or tenants
occupyfng units aggregating in value at least 80
per eentum of the structure's total value. Any
such resale may be made on the terms and con-
dit)ons prescribed under section 1487e(h) of
thta title and aubJect to the limitatton con-
tained In such section.

(8) Each contract under this section ahsU pro-
vide that the owner witl notify tenants at least
90 days prior to the expiration of the contraat
of any rent increase which may occur as a
result of the expiration of such eontract.

(9) Not less than 1 year prior to terminating
su0+ contract under whieh assistance paymenta
are reoeived under this section (but not less
than 90 days In the case of housing certificates
or vouchers under subsection (b) or (o) of this
section), an owner shall provlde written notice
to the Secretary and the tenants Involved of
the proposed termination, speeifyhw the rea-
sons for the termination with aufficient detail
to enable the Secretary to evaluate whether
the t,ennlrtation ls lawful and whether there are
additional actions that can be taken by the Beo-
retary to avoid the termination. The 8ecretary
shall review the owner's notice, ahall consider
whether there are additlonal actions that can
be taken by the Becretary to avoid the termina-
tion, and shall ensure a proper adjustment of
the contract rents for the proJect In conformity
with the requirements of paragraph (2). The
Beoretary shall ieaue a written flnding of the le-
gality of the termination and the reasons for
the tennination, including the actions consid-
ered or taken to avoid the tennination. For pur-
poses of this paragraph. the tenn "tonnina-
tlon" means the expiration of the aeaistance
contraot or an owner's refusai to renew the as-
slstanoe contract.

(10) It an owner provides notice of proposed
termination under parsgraph (9) and the con-
tract rent Is lower than the maximum monthly
rent for unlts asa(sted under subsection (b)(1)
of this section, the Secretary shall adjust the
contract rent based on the maxlmum monthly
rent for units assistet under subsection (b)(1)
of this section and the value of the lower
tnoome housing after rehabilitation.
(d) Required provisions and duration of contrada for

aseietance payments; waiver of 8mitatton
(1) Contracts to make assistance payments

entered into by a public housing agency with an
owner of existing housing units shall provide
(with reapect to any unit) that-

(A) the selection of tenants for such unit
ehaU be the function of the owner, aubleet to
the proviaions of the annual contributions
contract between the Seeretary and the
agency, except that ti) the tenant selection
criteria used by the owner ehall give prefer-
ence to families which occupy substandard
housing, are paying more than 50 per eentum
of family income for rent, or are InvoluntarUy
displaced at the time they are seeking asalst-
ance under this seetion; and (ii) the public
housing agency may provide for circum-
stances in which families who do not qualUy

for any preference established in clause (1)
are provided assistance before families who
do quallfy for sueh preference, except that
not more than 10 percent (or such higher per-
centage determined by the Secretary to be
necessary to ensure that publlc housing agen-
cies can aeslat families in accordance with
subseetfon (u)(2) of this section or determined
by the Secretary to be appropriate for other
good cause) of the famllies who InitiaUy re-
ceive assistance in any 1-year period (or such
shorter period selected by the public housing
agency before the beglnn)ng of ita first full
year aubJeet to this clause) may be famllies
who do not qualify for such preference;

(B)(i) the lease between the tenant and the
owner ahaU be for at least one year or the
term of such contract, whiehever Is shorter,
and shall contain other terms and conditions
specified by the Secretary; and

(li) the owner shall not tenninate the ten-
ancy except for serious or repeated violation
of the terms and oonditions of the lease, for
violation of applicable Federat. State, or local
law, or for other good cause;

(C) maintenance and replaeement (inelud-
ing redecoratton) shall be in accordance with
the standard practice for the buUding con-
cerned as established by the owner and
agreed to by the agency; and

(D) the agency and the owner shall carry
out such other appropriate terms and condf-
tions as may be mutually agreed to by them.
(2HA) Esoh eontract for an extst)ng structure

entered into under this section shall be for a
term of not less than one month nor more than
one hundred and elghty months. Where the
Seeretary enters Into an annual contributions
contract with a pubUc housing agency pursuant
to which the agency wfU enter Into a contraot
for asaiatance payments with respect to an ex-
iating structure, the contract for assistance pay-
menta may not be attached to the structure
unless (1) the Secretary and the pubUc housing
agency approve such action, and (ii) the owner
agrees to rehabiUtate the structure other than
with assiatanoe under this chapter and other-
wise complies with the requirements of this aec-
tion, except that the Secretary shall permit the
pnblic housing agency to approve such attach-
ment with respect to not more than 15 percent
of the assistance provided by the public hous-
!ng agency if the requirements of olauee (11) are
met.

(B) The Secretary shall permit any public
housing agency to approve the attachment of
assistance under auhsection (b)(1) of this sec-
tion with respect to any newly constructed
structure If-

(1) the owner or prospective owner agrees to
construct the structure other than with as-
stitance under this chapter and otherwise
eomplies wlth the requlrementa of this sec-
tion; and

(il) the aggregate asaletancc provided bY the
public housing agency pursuant to this sub-
paragraph and the last sentence of subpara-
graph (A) does not exceed 15 percent of the
assistance provided by the public housing
agency.
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(C) Any contraot for asslstance payments
that is attached to a atructure under this para-
graph shaA (at the option of the publlo housing
agency but subject to available funds) be re-
newable for 2 additionai 5-year terms, except
that the aggregate term of the initial contract
and renewals shall not exceed 15 years.

(3) Notwithstanding any other provision of
law, with the approval of the Secretary the
publlo housing agency adminlstering a contract
under this section with respect to existing hous-
ing units may exercise all management and
maintenance responsibilities with respect to
those units pursuant to a contract between
auch agenay and the owner of such unlts.
(e) Restrictiona on contracta for assistance payments

(1) Nothing !n this chapter shall be deemed
to prohibit an owner from pledging, or offering
as aeourity for any loan or obligation, a con-
tract for ass)stance payments entered into pur-
suant to thls section: Provided, That such secu-
rity )s in connection with a prolect constructed
or rehabilitated pursuant to authority granted
in this section, and the terms of the financing
or any refinancing have been approved by the
Secretary.

(2) For the purpose of upgrading and thereby
preserving the Nation's housing stock, the Seo-
retary is authorised to make assistance pay-
ments under this section directly or through
public housing agencies pursuant to contracts
with owners or prospective owners who agree to
upgrade housing so as to make and keep such
housing decent, safe, and sanitary through up-
grad)ng which involves less than substantial re-
habilitation, as such upgrading and rehabil)ta-
tion are defined by the Secretary. The Secre-
tary Is authorized to preseribe such terms and
condltions for contracts entered into under this
section pursuant to thts paragraph as the Sec-
retary determines to be necessary and appropri-
ate, except that suoh terms and conditions, to
the maximum extent feaslble, shall be conslst-
ent with terms and conditions otherwise appli-
cable with respect to other dwelling units as-
s)sted under this section. Notwithstanding sub-
seetion (c)(1) of this seetlon, the Secretary may,
In carrying out the preceding sentence, estab-
lish a maximurn monthly rent (for units up-
graded pursuant to this paragraph) which ex-
ceeds the fair market rental by not more than
20 per centum If such units are loeated in an
area where the Secretary finds cost leveis so re-
quire, except that the Secretary may approve
maximum monthly rents which exceed the fair
market rentals by more than 20 but not more
than 30 per centum where the Secretary deter-
mines that special circumstances warrant such
higher rent or where necessary to the imple-
mentation of a local housing assistance plan.
The Seeretary is also authorized to make assist-
ance available under this section pursuant to
this paragraph to any un)t in a housing project
which, on an overall basis, reflects the need for
such upgrading. The Secretary ahall increase
the amount of assistance provided under this
paragraph above the amount of assistance
otherwise permitted by this paragraph and sub-
section (c)(1) of this section, if the Secretary
determines such increase necessary to asslstin

the sale of multifamily housing projects owned
by the Department of Housing and Urban De-
velopment.

(f) Definitions
As used in this section-

(1) the term "owner" means any private
person or entity, ineluding a eooperative, or a
public housing agency, having the legal right
to lease or sublease newly constructed or sub-
stantially rehabilitated dweIling units as de-
scribed in this section;

(2) the terms "rent" or "rental" mean, with
respect to members of a cooperatlve, the
charges under the occupancy agreements be-
tween such members and the cooperative; and

(3) the term "debt aervlce" means the re-
quired payments for principal and intereat
made with respect to a mortgage secured by
housing assisted under this chapter.

(g) Regulations applicable for Implementation of ee.
eletance paymente

Notwithstanding any other proviaion of this
chapter, assistance payments under this section
may be provided, in accordance with regula-
tions prescrlbed by the Secretary, with respect
to some or all of the units in any project ap-
proved pursuant to section 1701q of title 12.

(h) Nonappltcability of inconetstent provisions to
contracts for assistance payments

Sections 1437o(e) and 1437d of thls title, and
any other provlaions of this chapter which are
inconsistent with the provisions of this section
shall not apply to contracts for assistance en-
tered into under this section.

(1) Repealed. Pub. L 98-181, titie II, $ 209(a)(4), Nov.
30, 1983, 97 8tet,1183

(i) Assllatence for menufaetured honies
(1) The Secretary may enter into contracts to

make ase(stance payments under this subsec-
tion to assist lower income familles by making
rental assistance payments on behalf of any
such family which utillaes a manufactured
home as its principal place of residence. Such
payments may be made with respect to the
rental of the real property on which there is 10-
cated a manufactured home whioh Is owned by
any such famlly or with respect to the rental by
such family of a manufactured home and the
real property on which it )s located. In carrying
out this subsection, the Secretary may-

(A) enter Into annual contributions con-
tracts with public housing agencies pursuant
to which such agencies may enter into con-
tracts to make such aqalstance payments to
the owners of such real property, or

(B) enter lnto such contracts directly wlth
the owners of such real property.

(2)(A) A contract entered into pursuant to
this paragraph shall establish the maximum
monthly rent (including maintenance and man-
agement charges) which the owner !s entitled
to receive for the space on which a maaltfao-
tured home is located and with respect to
which assistance payments are to be made. The
maximum monthly rent shall not exceed by
more than 10 per centum the fair market rental
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established by the Secretary periodically (but
not less than annually) with respect to the
market area for the rental of real property auit-
able for occupancy by families assisted under
this paragraph.

(B) The amount of sny monthly assistance
payment wlth respect to any family which
rents real property which is asaisted under this
paragraph, and on which ia located a manufac-
tured home which is owned by such family
shall be the differenae between the rent the
fsmily Is required to pay under aection 1437a(a)
of this title and the aum of-

(1) the monthly payment made by such
family to amortize the cost of purchasing the
manufactured home)

(ii) the monthly utility payments made by
such family, subject to reasonable limitations
prescribed by the Secretary; and

()ii) the maxbnum monthly rent permitted
with respect to the real property whlch is
rented by such family for the purpose of lo-
cating Its manufactured home;

except that in no case may such a8sistattce
exceed the total amount of such maxlmum
monthly rent.

(3)(A) Contracts entered lnto pursuant to this
paragraph shall establish the maximum month-
ly rent permitted with respect to the manufac-
tured home and the real property on which it Is
located and with reapeet to which assistance
payments are to be made. The maximum
monthly rent shall not exceed by more than 10
per centum the fair market rental established
by the Secretary periodically (but not less than
annually) with respect to the market area for
the rental of a manufactured home and the
real property on which It is located suitable for
ocoupancy by families assisted under this para-
graph, except that the maximum monthly rent
may exceed the fair market rental by more
than 10 but not more than 20 per centum
where the Secretary determines that special
circumstances warrant such higher maximuni
rent.

(B) The amount of any monthly assistance
payment with respect to any family which
rents a manufactured home and the real prop-
erty on whlch it )s located and which Is asslsted
under this paragraph shall be the difference be-
tween the rent the family )s required to pay
under sectlon 1437a(a) of this title and the sum
of-

U) the monthly utility payments made by
such fami)y, subject to reasonable limitations
prescribed by the Secretary; and

(ii) the maximum monthly rent permitted
with respect to the manufactured home and
the real property on which It Is located.
(4) The provlsions of subsection (c)(2) of this

section shall apply to the adlustments of maxi-
mum monthly rents under this subsection.

(5) Each contract entered lnto under this sub-
section shall be for a term of not less than one
month and not more than 180 months, except
that in any case in which the manufactured
home park is substantially rehabilitated or
newly constructed, such term may not be less
than 240 months, nor more than the maximum
tenn for a manufactured home loan permltted
under section 1703(b) of title 12.
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(8) The Secretary may carry out this subsec-
tion without regard to whether the manufac-
tured home park is existing, substantially reha-
bllltated, or newly constructed.

(7) In the case of any substantially rehabili-
tated or newly constructed manufactured home
park containing spaces with respect to which
assistance is made under this subsection, the
prlnclpal amount of the mortgage attributable
to the rental spaces within the park may not
exceed an amount establ)shed by the Secretary
whlch is equal to or less than the limitation for
manufactured home parks described In aectlon
1713(c)(3) of title 12, and the Secretary may in-
crease such limitation In high cost areas in the
manner descrlbed in such section.

(8) The Secretary may prescribe other terms
and condldons which are necessary for the pur-
pose of carrying out the provisions of this sub-
section and which are consistent with the pur-
poses of this subsection.

(k) Verifieatton of Income
The Secretary shaIl establish procedures

which are appropriate and necessary to asaure
that income data provlded to public housing
agencies and owners by families applying for or
receiving asslatance under this section Is com-
plete and accurate. In establishing such proce-
dures, the Secretary shall randomly, regularly,
and periodically select a sample of famqles to
authorize the Secretary to obtain Wormation
on these famifies for the purpose of income ver-
ification, or to allow those famiiies to provlde
such lnformation themselves. Such Information
may include, but is not limlted to, data eoncern-
ing unemployment comperisatlon and Federal
Income taxation and data relating to benefits
made avallable under the Social Security Act
142 U.S.C. 301 et seq.7, tt;e Food Stamp Act of
1977 t7 V.S.C. 2011 et seq.], or title 38. Any
such infarmation received pursuant to this sub-
section shall remaln confidential and sha11 be
used only for the purpose of verifying incomea
tn order to determine ellglbillty of famtlies for
benefits (and the amount of such benefits, lf
any) under this section.

(i), (m) Repealed. Pub. L. 98-181, title II, ® 209(a)(6),
Nov. 30,1983, 97 Stat.1183

(n) Assistance for dwellinge without bathroome and
kitchene; conditions; waiver of limitations

In mak(ng assistance avallable under subsec-
tions (b)(I) and (e)(2) of this sectlon, the Secre-
tary may provide assistance with respect to res-
Idential properties in which some or all of the
dwelling units do not contaln bathroom or
kitchen facitlties, if-

(1) the property la located in an area in
which there ]s a significant demand for such
units, as detennined by the Secretary;

(2) the unit of general local government In
which the property is located and the local
public housing agency approve of such units
being utlHzed for such purpose; and

(3) In the case of assistance under subsec-
tion (b)(1) of this section, the unlt of general
local government In which the property Is 1o-
cated and the local public houaing agency cer-
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tify to the 8ecretary that the property com-
plies with local health and safety standards.

The Secretary may waive, In appropriate cases,
the llmitation and preference described In the
second and third sentences of section
1437a(b)(3) of this title wlth respect to the as-
sistance made avallablo under this subsection.
(o) Amount of assistance; ellgible families; vacancies;

tenn of contracti quallty standards; adjustments;
annual contributions rate; use of surplus,; types
of bousing

(1) The Secretary may provide assistance
using a payment standard in aocordance with
this subsection. The payment standard shall be
used to determtne the monthly asaistance
which may be paid for any family, as provided
fn paragraph (2) of this subsection, and shall be
based on the fair market rental established
)tnder subsection (c) of this section.

(2) The monthly asslstance payment for any
famUy shall be the amount by which the pay-
ment standard for the area exceeds 30 per
centum of the famlly's monthly adJusted
Income, except that suoh monthly assistance
payment shall not exceed the amount by which
the rent for the dwelling unit (including the
amount allowed for utilities in the case of a
unit with separate utillty metering) exceeds 10
per centum of the family's monthly income.

(3) Assistance payments may be made only
for (A) a family determined to be a very low-
income famlly at the time )t initially receives
assistance, (B) a family previously asslsted
under this chapter. In selecting families to be
asaisted, preference shaII be given to famllles
which, at the time they are seeking asslstance,
occupy substandard housing, are lnvoluntarlly
displaced, or are paying more than 50 per
centum of family income for rent, or (C) a
famlly that is determined to be a lower Income
family at the time it initially receives asststance
and that Is displaced by activities under section
1437o(c) of this title. A publlo housing agency
may provide for circumstances in which fami-
lies who do not qualify for any preference es-
tabllehed in the preceding sentence are provid-
ed assistance under this subsection before fami-
lies who do quallfy for such preference, except
that not more than 10 percent (or such higher
pereentage determined by the Secretary to be
necessary to ensure that public housing agen-
cles can assist famllies In accordance with sub-
sectlon (u)(2) of this section or determined by
the Secretary to be appropriate for other good
cause) of the famllies who initiatly receive as-
sistance in any 1-year period (or such shorter
lieriod
before the ceb dglning of f ta

ubllc
first [ullnyear suli

Ject to this sentence) may be famllies who do
not qualify for such preference.

(4) If a family vacates a dwelling unit before
the expiratton of a lease term, no assistance
payment may be made with repsect to the unit
after the month during which the unit was va-
cated.

(5) A contract with a public housing agency
for annual contributions under this subsection
shall be for an initial term of sixty months. The
Secretary shall require (with respect to any
unit) that (A) the public housing agency in-
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spect the unit before any assistance payment
may be made to determine that It meets hous-
ing quality standards for decent, safe, and sani-
tary housing established by the Secretary for
the purpose of this section, and (B) the public
housing agency make annual or more frequent
inspections during the contract term. No assist-
ance payment may be made for a dwelling unit
which fails to meet such quality standards,
unless any such failure Is promptly corrected
by the owner and the correction verified by the
public housing agency.

(6)(A) The amount of assistance payments
under this subsection may, In the discretion of
the public housing agency, be adjusted annual-
ly where necessary to assure continued afford-
abillty. The aggregate amount of adJustmenta
pursuant to the preceding sentence may not
exceed the amount of any excess of the annual
contributions provided for in the contract over
the amount of aseistance payments actually
paid (including amounts which otherwise
become avallable during the contraot period).

(B) For the purpose of subparagraph (A),
each contract with a public housing agency for
annual contributions under this subsection
shall provide annual contributions equal to 115
per centum of the estimated aggregate amount
of asslstanoe required during the first year of
the contract.

(C) Any amounts not needed for adjustments
under subparagraph (A) may be used to provide
assistance payments for addltlonal families.

(7) A publlc housing agency may utllize au-
thorlty avaliable under this subsection to pro-
vide asaistance with respect to cooperative or
mutual housing which has a resale structure
which maintains affordability for lower Income
familles where the agency determines such
action will assist in malntaining the affordabll-
fty of such housing for such famflies.

(8) The Secretary may set aside up to 6 per-
cent of the budget authority avallable under
thie subsection as an adjustment pool. The tiec-
retary shall use amounts in the adjustment
pool for adjustments pursuant to paragraph
(6XA) to ensure continued affordability where
the Secretary determines additional assistance
for thla purpose Is necessary, based on docu-
mentation submitted by a public housing
agency.

(p) Shared housing for elderly and handicapped

In order to assist elderly falnllies (as defined
In section 1437s(b)(3) of this title who elect to
live In a shared housing arrangement in which
they benefit as a result of sharing the facillties
of a dweIIing with othera in a manner that ef-
fectively and efficiently meets their housing
needs and thereby reduces their cost of hous-
1ng, the Secretary shall permit assistance pro-
vided under the existing housing and moderate
rehabilitation programs to be used by such
families in such arrangements. In carrying out
this subsection, the Secretary shall issue mini-
mum habitabllity standards for the purpose of
assuring decent, safe, and sanitary housing for
such famllies whUe taking Into account the spe-
cial circumstances of shared housing.
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(q) Administrative fees for certificate and housing
voucher programs

(1) The Secretary shall establish a fee for the
oosts incurred In administering the certificate
and housing voucher programs under subsee-
tions (b) and (o) of this section. The amount of
the fee for each month for which a dwelling
unit is covered by an ass4startce contract shall
be 8.2 percent of the fair market rental estab-
lished under subsection (cHi) of thls section for
a 2-bedroom existing rental dwelling unit In the
market area of the public housing agency. The
Seoretary may Increase the fee if necessary to
reflect the higher costs of administering small
programs and programs operating over large ge-
ographic areas.
(2HA) The Secretary shall also establish rea-

sonable fees (as determined by the Secretary)
for-

(i) the costs of preUtninary expenses (not to
exceed $275) that the pubUc housing agency
documents it has incurred in connectlon with
new alloeations of assistance under the certlf-
icate and housing voucher programs under
subsections (b) and (o) of this section;

(li) the costs incurred In assist[ng famlUes
who experience difflculty (es determined by
the 8eoretary)in obtatning appropriate hous-
ing under the programs; and

(tit) extraordinary costs approved by the
Secretary.
(B) The method used to calculate fees under

subparagraph (A) shall be the same for the cer-
tificate and housing voucher progrsms under
subsections (b) and (o) of this section and shall
take lnto account local cost differences.

(3) The Secretary may establfsh or Increase a
fee In accordanca with this subsection only to
such extent or In such amounts as are provided
In appropriation Acts.
(r) Portability of certificatea and vouchers; authority

of public housing agency; Secretary to consider
reduMlon in famiiles In preceding fieee( year, au-
thorhy of Secretary under other law unrestricted

(1) Any famlly assisted under subsectlon (b)
or (o) of this section may receive such assist-
anoe to rent an eligible dwelling unit tf the
dweUing unit to which the famUy moves is
within the same, or a contiguous, metropolitan
statistical area as the metropolitan statistical
area within whioh ta located the area of Juris•
dletion of the public housing agency approving
such assistance.

(2) The public housing agency having author-
ity with respeot to the dwelling unit to which a
famtly moves under this subsection shall have
the responsibility of carrying out the provisions
of this subsection with respect to the family. If
no pubUc housing agency has authority with re•
spect to the dwelling unit to which a famlly
moves under thia subsection, the public housing
agency approving the assistance shall have
such responsibility.

(3) In providmg assistance under subsection
(b) or (o) of this section for any fiscal year, the
Secretary shall give consideration to any reduc-
tion in the number of resident famWes incurred
by a public housing agency in the preceding
fiseal year as a result of the provislons of this
subsectton.

(4) The provisions of this subsection may not
be construed to restrict any authority of the
Secretary under any other provision of law to
provide for the portabiUty of aesistance under
this sectton.

(a) Prohibition of denial of certiflcates and vouchers
to resldents of public housing

In selecting families for the provision of as-
sistance under this section (including subsec-
tion (o) of this section), a public housing
agency may not exclude or penalize a family
solely because the famtly resides in a pubUc
housing proJect.

(t) Nondiscrimination againet certifkate holdere and
voucher hoiders

(1) No owner who has entered into a contract
for housing assistauce payments under this sec-
tion on behalf of any tenant in a multifamily
housing project shall refuse-

(A) to lease any available dwelling unit in
any multifamily housing project of such
owner that rents for an amount not greater
than the fair market rent for a comparable
unit, as determined by the Secretary under
this section, to a holder of a certificate of eli-
gibility under this section a proximate cause
of which is the status of such prospective
tenant as a holder of such certtfteate, and to
enter illto a housing aSaistanee payments con-
tract respecting such unit; or

(B) to lease any available dweIIing unit !n
any multgfamlly housing project of such
owner to a holder of a voucher under subsec-
tion (o) of this section, and to enter Into a
voucher contract respecting such unit, a prox-
lmate cause of which is the status of such
prospecttve tenant as holder of such voucher.
(2) Hbr purposes of this subsection, the tenn

"multifamily housing proJect" means a reslden-
tial building contatning more than 4 dwelling
units.

(u) Assistance for residents of rental rehub)lltat(on
projects

In the case of lower Income families living In
rental proJects rehabiUtated under section
1437o of this title or section 1490m of this title
before rehabtlltatton-

(1) eertiflcates or vouchers under this sec-
tion shall be made for famlltes who are re-
quired to move out of their units because of
the physlcal rehabilitation activltles or be-
cause of overcrowding;

(2) at the discretion of each public housing
ageney or other agency administering the al-
location of assistance, certiflcates or vouchers
under this section may be made for famllies
who would have to pay more than 30 percent
of their adjusted income for rent after reha-
bilitation whether they choose to remain In,
or to move from, the proJect; and

(3) the Secretary shall allocate assistance
for certificates or vouchers under this section
to ensure that sufficient resources are avail•
abla to address the physical or economic dis-
placement, or potential economic disPlace-
ment, of exlsting tenants pursuant to para-
graphs (1) and (2).
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(v) Terms of eontracte; extensions
(1) The Secretary eheII extend any expiring

contract entered Into under this section for
loan management assistance or execute a new
contract for project-based loan management as-
sistance, lf the owner agrees to continue provid-
ing housing for lower Income Sanltites during
the term of the contract.

(2)(A) The eliglbilty of a multlfanlJly residen-
tlal project for loan management asa)stance
under thls section ahail be determined without
regard to whether the project Is subsidized or
unsubsidized.

(B) In allocating loan management assistance
under this section. the Secretary may give a
priority to any proJect only on the basis that
the proiect has serious fh)ancial problems that
are likely to result In a claim on the insurance
fund (n the near future or the proJect is eligible
to receive incentives under subtitle B of the
Emergency Low Income Housing Preservation
Act of 1987.

(Sept. 1, 1937, ch. 898, title I, 18, as added Aug.
22, 1974, Pab. L. 93-383, title II, ; 201(a), 88
Stat. 882, and amended Aug. 3, 1978, Pub. L.
94-375, 4 2(d), (e), (g), 90 Stat. 1068; Apr. 30,
1977, Pub. L. 95-24, title I, 4101(c), 01 Stat. 58;
Oct. 12, 1977, Pub. L. 95-128, title II,
$ 201(c)-(e), 91 Stat. 1128; Oct. 31, 1078, Pub. L.
95-557, titde II, 4 208(d)(1), (e), (f), 92 Stat. 2091,
2092; Dec. 21, 1979, Pub. I,. 98-153, title II,
4; 202(b), 206(b). 210, 211(b), 93 Stat. 1106,
1108-1110, Oot. 8, 1980, Pub. L. 96-399, title II,
1203, title III, 4 308(c)(3), 94 StaE. 1829, 1641;
Aug. 13, 1981, Pub. L. 97-35, title III, 4¢ 322(e),
324-328(a), (e)(1), 32911(a), 95 Stat. 402,
406-407, 410; Nov. 30, 1983, Pub. L. 98-181, title
II, Q4 203(b)(1), (2), 207-209(a), 210, 211, 97 Stat.
1178. 1181-1183; Oot. 17, 1984, Pub, L. 98-479,
title I, ¢ 102(b)(8)-(10), 98 Stat. 2221, 2222; Feb.
6, 1988, Pub. L. 100-242, title I, 44141-149, tltle
II, 44 203(a), 262, 101 Stat. 1849-1863, 1878,
1890; redeaignated title I, June 29, 1988, Pub, L.
100-358, 4 B. 102 Stat. 881; Nov. 7, 1988, Pub. L.
100-528, titie X. ¢41004(a), 1005(b)(1), (c), 1006,
1014(b), (c), 1029, 102 Stat. 3264, 3265, 3269,
3272.)

AMaNDMBNT OY SEOCSON

For repeal of amendment bN section
203(a) oJPub. L, 100-242, see Effective and
Termination Dates oJ'1888 Amendment note
belotm

ItE[xnNcxa n7 TxxT

Section 1120 of title 12, referred to In subeeo. (0)(6),
wae repealed by Pub. L. 98-181, title IV, 4 483(a), Nov.
30,1083, 97 Stat.1240.

The Bocfal Security Aet, referred to )n eubeeo. (k). Is
act Aug. 14, 1935, ch. 531, 49 Stat. 020, as amended,
which )s classlfied generally to chapter 7(4 301 et seq.)
of this title. For complete classification of this Act to
the Code, see section 1305 of this title and Tables.

The Food 8tamp Act of 1977, referred to In aubeea.
(k), Is Pub. L. 88-626, Aug. 31, 1984, 78 Stat. 703, as
amended, which is cbuseified generally to chapter 61
(42011 et seq.1 of Title 7, Agrlculture. For complete
cleasifleatlon of this Act to the Code, see Short Title
note set out under 2011 of Title 7 and Tables.

The Emergency Low Income Housing Preservatlon
Aet of 1987, referred to In aubaec. (v)(2)(B), ia title II
of Pub. L. 100-242, Feb. B. 1088, 102 Stat. 1877, as

amended. Subtitle B(44 221 to 2$8) of title II of Yub.
L. 100-242 is classified as a note under section 17151 of
T)tle 12, Banks and Banking. For complete claseifica-
tion of th)s Act to the Code, see Short Title section of
note set out under section 17151 of Title 12 and Tables.

PRIOR P8OV19IONa

A prior sectlon 8 of act Sept. 1, 1937, ch. 890, 50 Stat.
891, as amended, whtoh authorized the promulgstian
of rules and regulatione by the Authorlty, was clasvl-
fied to sectian 1408 of this title prior to the revision of
act Sept. 1, 1937, by Pub. L. 93-383.

Ammaamxa:e
1988-Subsea (b)(1). Pub. L, 100-242, 4141, Ineerted

provlelona at end authorizing Secretary to enter Into
aepamte eontributiona contracta with each public
housing agency to obligate authority approved each
year, beghming with f(scal year 1088.

Subseo. (c)(1). Pub. L. 100-242, 4142(a), hiserted
before last sentence "Each fair market rentol In effect
under this aubaeotlon ahaA be adjusted to be effective
on October 1 of each Year to reflect chanaes, besed on
the most recent available data trended so the rentals
will be current for the year to whlch they apply, of
rents for existing or newly constructed rental dwe)ling
unite, as the osse maybe, of varioua s(xes and types In
the market area suitabie for occupancy by peraons ae-
sll8ted under this section."

Puh L.100-242, 4142(b), inserted at end "The Seoro-
tary shall estab8sh separate fair market rentalx under
this paragraph for Westchester County in the State of
New York."

Pub. L. 100-242, 4142(c)(1),,naerted at end "If units
ass)eted under this section are exempt fronm local rent
control while they are so aeslsted or otherwlae, the
maximum monthly rent for auch units shall be reason-
able in compar(son with other units in the market
area that are exempt from local rent control."

8ubeea (oH2HC). Pub. L. 100-828, 41004(a)(1), sub-
etltuted "under eubparagrapha (A) and (B)" for "as
hereinbefore provlded".

Pub. L. 100-028, 41o04(aH2), Sneerted at end "Any
maximum monthly rent thst has been reduced by the
Secretary after Api91 14, 1987, and prior to November
7, 1988, shall be restored to the maxltnum month)y
rent in effect on April 18, 1987. For any project wh(oh
has had Its maxhnum monthly rents reduced after
April 14, 1987, the Socretary shall make assistance
payments (from amounta reserved for the original con-
tract) to the owner of euch prolect In an amount equal
to the difference between the maximum monthly
rents In effect on April 15. 1987, and the reduced max-
lmum monthly rents, multiplied by the number of
months that the reduoed maximum monthly rents
were )n effect."

Pub. L. 100-242, 4142(c)(2), substituted "sssl6ted
units and unassisted unlta of similar quallty and age 1n
the same market area" for "assisted and comparable
unaesleted unlta" and huerted at end "It the Secretary
or appropriate State agency does not complete and
submit to the project owner a comparabi6ty study not
later than 80 days before the Rnnlvereary date of the
aeslstance oontraet under thls section, the automatk+
annual adjustment factor shall be applied."

Pub. L.100-242, 4142(d), hwerted at end "The (iecre-
tary may not reduce the eontraot rents In effect on or
after AprU 18, 1987, for newly conatructed, subatan-
tialiy rehabllltated, or moderately rehabi8tated
projects assisted under this section (including proJecte
aseleted under this section as In eff(et prior to Novem-
ber 30,1983), unless the project has been ref(nanced In
a manner that reduces the periodie payments of the
owner,"

Subsee. (c)(2)(D). Pub. L. 100-242, 4142(e), struck
out subpar. (D) which read as followa: "Notwlthatand-
)ng the foregoing, the 8eoretary ahall limit lnereases
in contract rents for newly constructed or subatantial-
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ly rehabilitated proJects aselsted under this section to
the amount of operating cost lnoreeaes Incurred with
respect to comparable rental dwelltng unlte of varloua
sizes and types 1n the eame market area which are
sdtable for occupaneY by tam8lea assieted under this
sectlon. Where no e0mparable dweiling units exist in
the eame market atea, the Secretsry shall have au-
thorlty to approve aueh Increases tn acoordance with
the best available data regarding operating cost tn-
creases in rental dwelling units:'

Subseo. (c)(9), (10). Pub. L. 100-242, 4 282(a), (b),
temporarUy added pars. (9) and (10). See Effective and
Terminatlon Dates of 1988 Amendment note below.

Subsee. (d)(1)(A). Pub. L 100-828, 11014(b), Ineerted
a1, (t) designatlon after "except that" and added cl. (U)
before semlcolon at end.

Subseo. (dX2). Pub. L 100-828, 41006(bXl), desllg-
nated existing provlslons as subpar. (A), substituted
"(l)" and "(111" for '4A1" snd "(8)" wherever appear-
ing, and added subpar. (B).

Pub. I,.100-828, w 1006(c), added aubpar. (C).
Pub. L. 100-242, 1148, tnserted exception authorlz-

tng Seoretary to permit publto houeing authorlty to
approve attachment wlth respect to not more than 16
percent of sasllstance provlded by public houeing
agency If requlrements of el. (8) are met.

Subseo. ( oXl). Pub. L 100-242. f 143(aXl), substitut-
ed "The Secretary may provide ssslstanee" for "In
eonnectlon with the rental rehabUltatfon and develop-
ment program under section 1437o of this title or the
rural houshtg preservation grant program under sec-
tlon 1490m of this title, or for other purposes, the Sec-
retary Is authorlsed to conduct a demonstration pro-

,baeo. ( o)(3). Pub. L. 100-828, 01014(c), (nserted
sentence at end authorlsing public housing agenclee to
provide for circumetancee In which tamllles who do
not qual(fy for any preference are provided asalstance
under this aubaectlon before famUles who do qualify
for such preference.

Subsee. ( o)(4). Pub, L 100-242, f 143(a)(2), (3), redes-
Ignated Par. (5) se (4) and struck out former par. (4)
whieh read as followa: "Tim Secretary shaU use sub-
stantlally aU of the authority to enter Into contracts
under this subsection to make aeslstance payments for
families residing (n dwe4ings to be rehabilitated with
aeslatance under section 1437o of this title and for
famfUes dtsplaced as a reault of rental housing devel-
opment sselsted under such sectlon or as a result of ac-
tlvltles aeelated under section 1400m of this t1Ue."

Subsea (o)(6). Pub, L. 100-242, 1143(a)(3), redeslg-
nated par. (6) es (5). Former par. (5) redeefgnated (4).

Subeec. (o)(e). Pub. L 100-242, 4143(aX3), (b), redes-
lgaated par. (7) ae (8), substltuted "annualty" for "as
frequently estwlce during any five-year period" in
subpar. (A), and struck out subpar. (D) which dire6ted
that public housing agency eoneult with public and
unlta of loeal govermnent regarding Impact of adJust-
menta made under this sectlon on the number of faml-
flee that can be aselsted. Former par. (6) redesignated
(6).

Subsec. ( o)(7). Pub. L 100-242, 4143(aX3), (o), redes-
Igpated par, (8) as (7), and struck out "not to exceed 6
yer centum of the amount of" after "utUlxe". Former
par. (7) redeslgnated (8).

Subsee. (o)(8). Pub. L 100-242, 6143(a)(3), (d), added
par. (8). Former par. (8) redeslgnated (7).

Subeeca. (q) to (u). Pub. L 100-242, 44144-149,
added subsecs. (q) to (u).

tiubeee. (u)(3). Pub. L 100-828,11008, added par. (3).
Subeeo. (v). Pub. L 100-628,6 1029, redesignated par.

(2) as (1) and inserted "for DroJeet-based loan manase-
ment aeelstance", added psr. (2), and struck out
former par. (1) whlch required that each contract en-
tered Into by Seeretary for loan management asslst-
ance be for a term of 180 montha

Pub. L 100-242, 6 262(c), temporarlly added subseo.
(v), See Effective and Ter.nlnatlon Dates of 1988
Amendment note below,

1984-Subsea (d)(2). Pub. L 98-479, 1102(bX8), sub-
etltuted "Where the Secretary enters Into an annual

contributions contract with a public bousing agency
pursuant to which the agency wlU enter Into a con-
tract for asalstance payments with respect to an exlst-
tng structure, the eontraot, for aseletance paymente
may not be attached to the structure unless (A) the
Secretary and the public housing agency approve such
actlon, and (B) the owner agreee to rehabnltate the
structure other than with asalstanee under this chap-
ter and otherwlse compiies with tbe requirements of
this section." for "A contract under thla section may
not be attached to the structure except where the Seo-
retery specifically walves the foregoing limitation and
the publlc houeing agency approves such action, and
the owner agrees to rehabUltate the structure other
than wtth aeelstance under thls chapter and otherwise
complies with the requlremente of this sectlon. The
aggregate term of such contract and any contract ex-
tenelon may not be more than 180 months."

Subsec. (e)(2). Pub. L 98-479, 1 102(b)(7), Inaerted at
end "The Secretary sball lncrease the amount of ae-
slstance provided under this parsgraph above the
amount of asselstsnce otherwise permitted by this
paragraph and subsection (c)(1) of thls section, It the
Secretary determines such Increase neceseary to aselst
In the aale of multlfarnlly housing prolects owned by
the Department of Houslne and IIrban Development."

Subse6. (n). Pub, L 98-479, 4 102(bX8), substituted
"subseotione (b)(1) and (eX2) of this seot(on" for "aub-
sectlon (b)(l), stbeeotlon (02) of thte seotlon".

Subsee. (o)(3)(C). Pub. h. 98-479, 1102(b)(9), added
el. (C).

Subsec. (oX7XD). Pub. L 98-479, 4102(bX10), lnsert-
ed "unit of" before "general".

1983--Subsea (a). Pub, L 98-181, 0209(a)(1), substi-
tuted "exlsting housing" for "exlating, newly con-
structod, and eubstantlally rehabilitated housing".

Subseo. (bX2). Pub. L DB-181, 1200(a)(2), repealed
par. (2) whfch related to authorization of asslatanoe
payments by the Secretary and contrsotuaUy obllgat*
ed pubile housttng aeencles for construction or aub-
stantlal rehabUltatlon of housln& modest In deslgn,
with units for occupanoy by low-(noome famUles and
requirement that contraeta providing housing assist-
ance and entered Into after Aug. 13, 1981, specify the
number of unlta avaUable for occupancy by eligible
families.

Subsec. (dX3XA). Pub. L 08-181, 5 203(b)(1), tneert-
ed ", are paying more than 60 per centum of fam8y
income for rent,".

Subsea (d)(2). Pub. L 98-181, ; 208, lneerted second
and third sentences respecting waiver of 1(mltathn
and limitation of contract and any extenston to Dre-
aoribed period

Subseo. (e)(1). Pub. L 08-181, 1209(a)(3), redesignat-
ed par. (4) as (1) and struLk out former par. (1) whlch
prescribed tenas of 20 to 30 years for newly construct-
ed or substantially rehabilitated dwelling units.

Subsec. (e)(2). Pub. L 98-181, q 208(a)(3), redesignat-
ed par. (6) ae (2) and struck out former par. (2) whloh
required owners to assume ownershlp, mansgemant,
and maintenanee respponsibUlties, Including selection
of tenants and terminatlon of tenancy for newly con-
atructed or substantlally rehabilitated dwelling unita.

Pub. L. 98-181, 4203(b)(2), Inserted ", are paYing
more than 60 per centum of f:.mlly Ineome for rent;"
after "substandard housing".

Subsec. (e)(3). Pub. L 98-181, ¢ 209(a)(3), struck out
par. (3) whlch required that const(vetlon or substan-
tlal rebabUitatton of dwelling units be eligible for
mortgages (nsured under the National Housing Act
and that aee(stance not be withheld by reason of avaU-
ab8ity of mortgage ineurance under section 1716z-9 of
title 12 or tax-exempt status obl(gatlona used to fI-
nance the construction or rehablUtatlon.

Subsec. (e)(4), (6). Pub. L 08-181, y 209(a)(3), redes-
Ignated pars. (4) and (5) as (1) and (2), respectlvely.

Subsec. (1). Pub. L 98-181, 1209(aX4), repealed
subseo. (1) whlch related to contraote with respect to
substantially rehabUltated dwelling unlts.
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Subsecs. (1), (m).1'ub. L. 98-181. 1 209(a)(6), repealed
aubsac. (I) relating to ilmltatlon of coat and rent 1n-
creases„ and aubsec. (m) relating to preference fOr

p 8ub^se mfn).lPub. L^ 8- 81,14 209(a)(8^), maubstituted
"subsection (e)(2) of thle aection" for °aubaect(on
(e)(8) and aubsection (1) of this section".

Pub. L. 98-181, f 210(1), (2), inserted "subsectlon
(b)(1) of this section," before "subsection (e)(6)" and a
conwa after "subsection (e)(5) of this section".

Subsee. (n)(3). Pub. L. 98-181, 1210(3)-(6), added
par.(3).

Subsea (o). Pub. L. 98-181, 1207, added subsec. (o).
Subsec, (p). Pub. L. 98-181, 1211, added subsec. (p).
1081-Subsec. (b)(2). Pub. L. 97-36, 44324(1), 326(l),

tnserted provlslons relating te increasing housing op•
portunltlea for very low-Income families and provlslons
relating to availability for occupancy the number of
units for whlch aeslstance le aommltted,

Subsee. (e)(2)(D). Pub. L. 97-35, li 324(2), added par.
(D).

Subaec. (c)(3). Pub. L. 07-36, 6 322(eMl), rev)sed for-
mula for computation of amount of monthly asa(sb
ance and struck out authoritY to make reviews at least
every two years In cases of elderly faniltfee.

Subseo, (c)(8). Pub. L. 97-38, 1328(2), Inaerted refer•
ence to mortge8ea under sectlon 1720 of ttt)e 12.

Subsee. (cH7). Pub. L. 97-36, 9 322(e)(2), atruck out
par. (7) relating to percentage requirement for fami-
tlea with very low income and redesignated former par.
(8) as (7).

Subeec. (c)(8). Pub. L. 07-38, li 328(a), added par. (8).
Former par. (8) redesignated (7).

8ubsec. (d)(1HB). Pub. L. 07-35, 4326(e)(1), 6ubatl•
tuted provlslons relating to terms and conditions, and
terminatlon of the lease by the owner for provWlone
relating to right of the agency to g(ve notlce to termi-
nate sad owner the right to make representation to
agency for termination of the tenancy.

Subeec. (A. Pub. L. 97-38, 4322(e)(3), struck out
para (1) to (3) which defined ^lower income famllles",
"very low-ineome families" and "Income", respectively,
and redesignated pare. (4) to (6) as (1) to (3). reapec•
ttvely.

Subsec. (h). Pub. L 97-38, 1322(e)(4), (6), struck uut
reference to section 1437a(1) of thia tltle.

Subseo, (J). Pub. I.. 97-35, f 32911(a), generaliy re•
vieed and reorganized provisions and, as so revlsed and
reorganlxed, substituted provisions relating to con•
tracts to make assktance payments to asalst lower
income famllles by making rental assistance paymenta
on behalf of such fandty, for provlsions relating to
annual contrlbuWons contracts to asslst lower Income
famples by meking rental aelstance payments.

Subsee. (j)(3). Pub. L. 97-36, 4 322(e)(8), substituted
in par. (3) "the rent the family Is required to pay
under sectlon 1437a(a) of thls title" for "25 per
centum of one•twelfth of the annual Inaome of such
famny",

Subaece. (I) to (n). Pub. L. 97-36, 13240), added sub-
sees. (1) to (n).

180-Subeea (c)(1). Pub. L. 98-399, 1203(a), tnsert-
ed pro-ftion that In the ease of newly constructed and
substantially rehsbllltated units, the exeeption In the
precedtng sentence shall not apply to more than 20
per centum of the total amount of authority to enter
into annual contributions contracts for such units
which Is allocated to an area and obllgatRd with re•
speet to anY fiscal year beglnntng on or after Oct. 1,
1980.

Subsee. (e)(5). Pub. L. 8-399, 1203(b), Inserted pro•
vlslon relating to the authority of the Secretary, not-
withstandinng subseeo. (eH1) of this section, to establleh
monthly rent exceeding fair market rentat where coet
levels so require or where necessary to the Implemen-
tatlon of a locsl housing assistance plan.

Subsee. (J). Pub. L. 96-399, 1308(cX3), substituted
"manufactured home" for "mobile home" wherever
appearing.

1979--Subsec. (c)(3). Pub. L. 96-153, 1 202(b), substi•
tuted new provlslons for computation of the amount

of monthly assistance payments with respect to dwell-
(ng units and laid down cNteria to be followed by the
Secretary in regard to payments to famllles with dif-
ferent income levels.

Subsec. (d)(1)(A). Pub. L. 98-163, 128(b)(1), subad-
tuted "Secretary and the agency, except that the
tenant selection criteria used by the owner shall give
preference to families which occupy subatandard
housing or are involuntarliy displaced at the time they
are seeking asslstance under this sectlon:" for "Secre-
tary and the agency)".

Subsec. (e)(1). Pub. L. 96-163, ; 211(b), substltuted
"term of less than two hundred and forty months" for
"term of tess than one month".

Subsee. (e)(2). Pub. L. 96-163, 1208(b)(2), substituted
"performance of such respons(b9itfes), except thet the
tenant selection criteria shall give preference to faml-
lles which occupy substan(lard housing or are Involun-
tar9y displaced at the tlme they are seeking housing
assistance under thla section" for "performance of
such responsibilities)".

Subsee. (k). Pub, L. 98-163, 1210, added subsec. (k).
1976-Subeec. (e)(5). Pub. L 95-557, 9 208(e), added

par. (5).
Subsee. (1). Pub. L. 86-867, ! 208(d)(1), addeJ subsec.

(1).
Subsec. (J). Pub. L. 96-887, 4 200(f), added eubsec. (J).
1977-Subaec. (c), Pub. L. 96-128, f 201(c), (d), Insert•

ed In par. (1) prohlbitlon agalnst high-rise elevator
proJeets for fam9les with children after Oct. 12, 1077,
and struck out from par. (4) provlalon whleh prohlblt-
ed payment after the sixty-day period If the unoccu-
pled unit was in a proJect tnsured under the National
Housing Act, except pumuant to section 1716z-9 of
title 12.

Subeee. (d)(3). Pub. L. 96-128, 1 201(e)(1), added par.
(3).

Subsee. (eH1). Pub. L. 96-24 substituted •'three hun•
dred and sixty months, except that such term rnay not
exceed two hundred and forty months In the case of a
project financed with aeelstance of a loan made by, or
Insured, guaranteed or Intended for purchase by, the
Federal Oovernrnent, other than pursuant to section
1716x-9 of Utte 12" for "two hundred and forty
months" and "Notwithstanding the preceding aen-
tence, In the case of" for'7n the ceae of".

Subaec. (e)(2). Pub. L. 95-128, 112010H2). inserted
provision reapecting the Secretary'e approval of any
publie housing agency for aseumptlon of management
and malntenenee responslb(Ittiea of dwelling units
under the preceding sentence.

1976-Subseec. (c)(4). Pub. L. 94-376, 42(d), tnaerted
provision extending payments to newly constructed or
substantially rehabilitated unoccupied units in an
amount equal to the debt service of such unit for a
period not to exceed one year, provided that a good
faith effort b being made to flll the unlt, the unit pro-
videe decent and aafe housing, the unit Is not inaured
under the Natlonal Housing Act, except pursuant to
section 1716z-9 of tltle 12, and the revenues from the
project do not exceed the cost.

Subsec. (e)(1). Pub. L. 94-376, 4 2(g), lnserted "or the
Farmere' Home Adm)nlatrat(on" after "State or local
ageney'

8ubaec. (I)(0). Pub. L. 94-378, 9 2(e), added par. (6),

1''dPEerIVx ANa'P6sYINATioN DATxe OP 1998
AesHNnnMt

Amendment by section 262 of Pub. L. 100-242 appll-
cable to any project that Is eligtble low Income hous•
Ing on or after Nov. 1, 1987, and repealed effective
upon explration of 2•year period beglnning on Feb. 6,
1988, with this section amended to read as It would
without auch amendment, except that euch repeal to
have no effect on any actlon taken or authorized
under such amendment prior to ita repeal, see aeetfons
203 and 235 of Pub. L. 100-242, aet oUt In Preaervatlon
of Low Income Housing note under sectlon 17151 of
Tltte 12, Banks and Banking.
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ErrncrivE DATE or 1983 AlosemstExr. SAvixoe
PROVierox

Sectlon 209(b) Pub. I.. 98-181 provlded that: "The
amendmenta made by subseatlon (a) [amend[ng this
seotion] shall take effect on October 1, 1983, except
that the provisions repealed shaU remain In effect-

"(1) with respect to any funds obligated for s
viable proJect under sectlon e of the United States
Houeing Act of 1937 [th(s section] prior to January
1. 1984; and

•(2) with respect to any proJeat f(nanced under
sectlon 202 of the Hous(ng Act of 1959 112 U.B.C.
1701q1:'

EnECrtvE DATE or 1981 AtdtmaEaT

Amendments by soatlona 322(e) and 82911(a) of Pub.
I.. 97-38 effect)ve Oct. 1, 1981, and amendments by seo-
tlons 324, 826, and 320(a) of Pub. L. 97-35 applicable
with respect to contraota entered Into on or after Oct.
1, 1961, see eection 371 of Pub. L. 97-35, set out as an
Effective Date note under scetlon 3701 of Tltle 12,
Banks and HaNdng.

Section 326(e)(2) of Pub. I. 97-88 provided that:
"The amendment made by paragraph (1) [amending
this sectlon] shall apply with respect to leaees entered
Into on or after October 1, 1981."

ESrreenve DATE or 1979 AtrmmnmrT

Amendment by aection 202(b) of Pub. L. 98-183 ef-
fectlve Jan. 1. 1980, except with respect to amount of
tenant contribution required of famiHes whose oeau•
pancy commenaed prior to sueh data see aection
202(c) of Pub. L. 98-163, set out aa a note under eea
tion 1437a of thls Wtle.

ErrEcrivE DATS or 1978 Asnnml¢xT
Sectlon 200(d)(2) of Pub. L. 96-657 provlded that:

"The amendment made by this subsection [amending
thls section] shaâ become effective with respect to
contracts entered Into on or after 270 deye fonowing
the date of enactment of thts Act [Oct. 31,1978]:'

Amendment by eeatlon 20g(e), (f) of Pub. L. 96-567
effective Oet. 1, 1978, see seetion 206(h) of Pub. L.
98-567, set out as a note under section 1437c of this
title.

brrECrivE DATE

Seatlon effective not later than Jan, 1. 1975, see sec-
tlon 201(b) of Pub. L. 93-383, set out es a note under
seotlon 1487 of this title.

Paometazox or REnocrioN or CoxTaacr RENTe;
nuoaar CoMfaiAttcE

f3ectlon 1004(b) of Pub. L. 100-828 provided thatt
"During flsaal year 1989, the amendment made by aub-
seation (a)(2) [amending this sectlon] sha)] be effec-
tive only to such extent or in such amounts as are pro-
vided In appropriation Acta For purposes of section
208 of the Balanced Hudset and Emergeney Deficit
Control Reaftirmation Act of 1987 (Publlc Law
100-119) [2 U.S.C. 9091, to the extent that this section
hm the effect of,transferring an outlay of the United
States from one ftsaal year to an adJacent flecal year,
the tranefer Is a necessary (but secondary) result of a
slgnificant policy change."

PaorECr-BAeEn Lowm-Ixooins Houarxa A9eraTANCS;
IIIP7.ENEtrrATION OF PROOEAn

Sectlon 1005(a) of Pub. L. 100-028 provided that:
"To Implement the amendment made by aect[on 148 of
the Housing and Communlty Development Act of 1987
[Pub. L. 100-242, see 1988 Amendment note above),
the Secretary of Housing and Urban Development
shaU )ssue regulations that take effeot not later than
30 days after the date of the enactment of this Act
[Nov. 7, 1988]. Untll the effective date of the regula-
tlons, the Secretary of Housing and Urban Dsvelop•
ment shall consider eseh application from a public

housing agency to attach a contract for assistance
paymente to a stracture, In accordance with the
amendment made by such seotlon 148 to section
8(d)(2) of the Unlted Statea Houeing Act of 1937 (42
U.S.C. 1437f(02)), and shaU promptly approve such
app)icatlon if It meets the requirementA of such aea-
tton 8(d)(2)."

Paorrar•HAs® LowEn•INcoarE Houarxa AssrsTAxaE ia
NEW CoxeTaCCrRON; REaULATIOxa InPi.EnEETIHo
PROOaASr

Seotlon 1005(b)(2) of Pub. L. 100-828 provided that:
"To Implement the amendmants made by this subaec•
tlon [amending thla aeotlon], the Seoretary of Housiing
and Urban Development shaII tavue regulations that
take effect not later then 90 days after the date of the
enactment of thls Act (Nov. 7.19883.0

U9E or PnNDe ReoAPTlla® FaoM REr2lrAxcrxa STAT6
FINANCE P1lOJERle

8ectlon 1012 of Pub. L.100-828 provaded thati
"(a) IN CtaxmAt.-In the case of any State financed

project that was provided a financial adjustment
factor under seotion 8 of the United States Housing
Act of 1937 (42 U.S.C. 1437f) and la being ref(naneed,
50 percent of the amounts that are reaeptured from
the project shaU be made ava0able to the State hous•
Ing flnanoe agency in the State where the project Is lo•
cated for use in provlding decent, sate, and aaultary
housln8 affordable to very low•income families or per•
sons.

"(b) Hunasr Coscri.iAxcE.-Subsectlon (a) shaU be ef-
feetlve only to such extent or In such amounta as ara
provlded In approprlatJon Acfe.••

PueLxc Hooama ConPacaExsrvE TaexsrrloN
DE6fOneTaATiox

Sectian 126 of Pub. L. 100-242 provided that:
"(a) E9lAaLtAxLEN1' or DE6tOxaTRATioN PaoaRA6L-

The Secretary of Housing and Urban Development (in
this eeotion referred to es the'Secretary') shall carry
out a program to demonstrate the effectlveness of pro•
viding a comprehensive program of aervtces to particl-
pating publla housing residents In order to ensure the
aucaesetui tranelGon of suoh reaidenta to private hous-
Ing. In carrying out the demonstratlon program, the
Secretary shall consult with the heads of other appro-
priate Federal agenctes to design and implement pro•
cedures to oarry out the treneltlon from publla hous-
Ing.

a(b) SCOBE or DEMonsTRATiOx PnOaaAlr.-The SeW'e-
tnry shall earry out the demonatration program with
respect to publlc housing adminlatered by the Housing
Authorlty of the City of Charlotte, In the State of
North Carolina. The Secretary may also carry out the
demonstratlon program with respect to publlo houaing
administered by not more than 10 additional public
housing agencies.

"(C) RrAUIaEUENTe or DEnONaTRATION Pa00n11Mr
The demonatration program shaU consist of the fol-
lowing requirements:

"(1) COMMOT or PABTmiPATIOx.-EaNi partlclpat-
ing public houeing agency may enter Into a volun-
tary contract with any famlly that Is to commence
restdenae In a publio housing project adm)nlstered
by the public housing agency. The oontract shaU be
made part of the lease, shall set forth the prov[elone
of the demonstretlon progrsm, and shall speclfy the
resouroes to be made avadable to the partielpating
famtly and the responslbultles of the partiaipating
family.

"(2) RES16CiATroN PsA9E.
"(A) During not to exceed the flrst 2 years of res-

tdence of a partlclpating fanilty In public houdng,
the public housing agency shaU enaure the Prov(-
sion of remedlatlon servicea to the famlly 1n ac-
cordance with the terms and eondltlons of the con•
tract of participation, which may lnelude-
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"(1) remedial educatlon:
"(it) completlon of high school;
"(JIf)1ob training and preparatlon;
"(1v) substance abuse treatment and counsel•

ingi
"(v) tralning In homemaking sldlle and parent•

hM and
"(vi) tratning fn money mamieement.

"(H) Durfng the remedletlon phase, the amaunt
of rent charged the famlly may not be Increased
on the basis of any Inoreaae In earned income of
the family.
"(3) TaANSTTION PNAaS.-

"(A) During not to exceed a 6•year period follow•
fng completion of the remedlatlon stage-

"(1) the head of the famlly shall be required to
have full-time emploYment; and

"(li) the public houaing agency shall ensure the
provisfon of counseling for the famllv with re-
spect to homeownershlp, money management,
and problem aalving.
'YH) During the transition phase, the amount of

rent charged the fsmlly-
"(t) may be increaeed on the basis of any [n-

crease in famfly Income; and
"(ip may not be decreased on the basis of any

deorease In earned Income due to voluntary ter•
minatlon of emplayment.

"(4) ENcouaeaaerm or sAvrxae.-The public haus•
Ing agency shall take appropriate actions (including
the establlshment of an escrow savings account) to
encourage each partfeipating fam0y to save funds
during the remediation and transltlon pheaes.

"(5) IYBCr or INCREABEa IN FAMILY INCO60:.-
"(A) Any Increase In the eamed Income of a

family during partlctpatlon In the demonstration
program under this section may not be considered
as Income or a resource for the purpoee of denying
the eligibility of, or reducing the amount of bene•
flta payable to, the famtly under any other Federal
law, unlesa the income of the famlly Increases at
any t(me to not less than 60 percent of the median
lncome of the area (as determined by the Seore•
tary with adlustments for smaller and larger famf•
lles).

"(H) If at any time during the parEiclpation of a
family in the demonstraWon program the income
of the famify Increases to not less than 80 percent
of the median )naome of the area (es determined
by the $ecretary with ad)uetmenta for amaller and
larger famliles), the partictpation of the famlly In
the demonstration program shall terminate.
11(6) CoMPLaTtON or TaANaITIOn: P.ach family par-

Wcipating In the demonstrat[on program shall be re•
qufrcd to complete the transition out of public hous-
ing during a period of not more than 7 years. The
publtc housing agency shall extend the pertod for
any family that requests an extension for gDod
cause.
"(d) RaPORTB TO CONORLBB.

"(1) Inrsarx ReroRT.-Not later than 2 years after
the date of the enRCtment of this Act [Feb. 6, 1988],
the (3ecretary shaU submit to the Congress an )nter-
im report evaluating the effectiveness of the demon•
straWon program under thls section.

"(2) FnrAL ssroaT.-Not later than 60 days after
the tennlnation of the demonstratlon program
under subsection (t), the Secretary shall submit to
the Congresa a final report evaluating the ettectlve•
neas of the demonstratlon program under thls sec•
tion.
"(e) RzouterzoNe.-The Secretary shall )ssue such

regulattans as may be necessary to carry out thls sec-
tlon.

"(f) TERMINATION Or DaMONBTRATION FROm1Aat.-The
demonstratlon program under this section ahall terml-
nate upon the expiration of the 7•year period begin•
ning on the date of the enactment of this Act (Feb. B.
19981:"

NONDIRCRIrtINATIDN AOAiNeT SLOPION 8 CrRTIIICATx
HOLDBRa AND VODC1dR HOLD6Ra

Sectton 183(c) of Pub. L 100-242 provJded that: "No
owner of a subeidlsed project (as defined In sectlon
203(1)(2) of the Housing and Cammunlty Development
Amena.ments of 1978 (12 U.S.C. 17018-110)(2)], as
amended by seat(on 181(h) of this Act) BhaA refuse-

"(1) to lease any available dweHing unlt In any
such project of such owner that rents for an amount
not greater than the fair market rent for a compara-
ble unft, as determined by the Secretary under sec•
tion 8 of the United States Houefng Act of 1037 [thls
sectlon), to a holder of a certlflcate of eliglblllty
under such section, a proxlmate cause of which Is
the status of such prospective tenant as a holder of
such certlflcate, and to enter Into a housing asslst-
ance payments cantract respecting such unik or

"(2) to lease any avallable dwelling unit In any
auch project of such owner to a holder of a voucher
under section 8(0) of such Act, and to enter into a
voucher contract respecttng such unit, a proximate
cause of which Is the status ot such prospective
tenant ee holder of such voucher."

WITHDRAWAL 9Y OWNERB. DEV6LOPH1a, AND $PONBORa
FROY PROGRAMS IINDaII TNIa SryTION; $IIRVaY AND
DaTLRNINATroN or NvNasR: Norn'xOATIoN or RENT
INCRLAass; RrsroaT To CoNaRasa; RmDLATIONa To
PREVENT CONILIOI Or INTAIrBr ON TI[E PART Or
FxOBRAL, [3TATa, AND I.OCAL OIrIOLtLa; RECOVxRY Or
LPAAL )$xPLNBEB; CORTENTB Or ANNDAL RePORT

Section 320(b)_(d) of Pub. I. 97-35 provlded that:
"(bH1) Within one year after the date of enactment

of this Act (Aug. 13. 1(181], the Secretary of Housing
and Urban Development shall conduct a survey to de-
termine the number of prolects which are aeelsted
under section 8 of the United States Housing Act of
1937 [thls seatfon) and are owned by developers or
Bponsors wlth flve•year annusl contributions contracts
who plan to withdraw from the sectton 8 program
when their contracts expire and who wlli Increase
rents In thase projects to levels that the current resi•
denta of those prolecta w[Il not be able to afford.
Where such surveY Indicates that an owner Intends to
wlthdraw from the program, the Secretary ahall
noWfy affected residents of possible rent lncreases.

"(2) Not later than one year after the date of the en•
actment of this Act (Aug. 13, 19811, the Secretary
shall transmit to the Congress a report indloating al•
ternaWve methods which may be utllised for recaptur•
Ing the cost to the Federal Qovernment of front•end
investment In those unita which are removed trom the
section g program.

"(c) The Secretary of Housing and tlrban Develop•
ment, after consultation with the Attorney General,
shall develop regulattons to prevent poselble conflicts
of Interest on the part of Federal, State, and local gov-
ernment offlclals with regard to participation In
projects esslated under section 8 of the Dnited States
Housing Act of 1937 [this section], and shall make
such regulations effeaWve not later than 180 days
after the date of enactment of thls Act [Aug. 13,
19811.

"(d)(1) The Secretary of Hous)ng and Urban Devel•
opment shall permit public housing agencies to retaln.
out of Judgmenta obtained by them In recovering
amounts wrongfully paid as a result of fraud and
abuse In the housing asslstance program under seotton
6 of the United States Haueing Act of 1037 [this see-
tionl, an amount equal to the greater of (A) the legal
expenses Incurred in obtaining such Judgmentq, or (H)
50 per centum of the amount actually collected on the
Judgmenta.

"(2) The Secretary of Hausing and Urban Develop-
ment shall Include In the annual report under aection
8 of the Department of Housing and Urban Develop-
ment Act [sectlon 3636 of this title] a smrlmarY of
cases brought to Its attention by public housing au•
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thoHt(es for prosecution or civil action, and shaU de-
scribe the handling of such cases by such authorities
and by the Department of Housing and Urban Devel-
opment and the resolution of such eases In the court
system."

BTODY BY $6CRaTARY CONCEHNmO F1418IBILITY OF
MrNtarmx RENT PAYMLNT RRqOIRuesNTa

Section 212 of Pub. L. 96-153 directed the 8ecretary
of Housing and Urban Development to conduct a
study of the feaalibflity and flnanelal deslrabWty of re-
quiring minimum rent payments from tenants in low-
Income housing assisted under this chapter, and to
submit a report to the Congresa containing the flnd•
Ings and conclusions of such study not later than ten
daye after the Budget for fiscal year 1981 te transmit-
ted pursuant to section 11 of former Tltle 31, Money
and Ptnance, and directed the Secretary of Housing
and Urban Development to conduct a study to provide
detailed comparlsone between the rents paid by ten-
ants oecupying low-income housing Bsslated under this
chapter and the rents paid by tenants at the same
inmme level who are not In assisted housing and to
tranemlt a report on such study to the Congreaa not
later than Mar.1, 1980.

$TQDY OP ALTSRNATIVR MEANB or ENCOORAOmO 11IB
DErffiAPMBNT oP HOBBINO

Section 208 of Pub. L. 95-557 directed that the Bee-
retary of Housing and Urban Development conduct a
atudy for the purpose of examintng alternatlve means
of encoure8ing the development of housing to be ass-
slsted under this section for occupancy by large famt-
lles which reside in areas with a low-vacancy rate In
rental housing and report to the Congress no later
than one year after Oct. 31, 1978, for the purpose of
providing legislativerecommendattons with respect to
this study.

TAXATION OP INTaRBRT PAID ON OBGIOATIONa S6CURBD
BY INBBRBB MORTOA06 AND IeaOBD BY POBLIC AOENCY

8ectlon 319(b) of Pub. I. 93-383, as amended by Pub.
L. 99-514, ¢ 2, Oot. 22, 1980, 100 Stat. 2095, provided
that: "Wlth respeet to any obligation secured by a
mortgage which is insured under sect(on 221(d)(3) of
the NRtional Houeing Act [aection 17161(d)(3) of Title
12, Banks and Banking] and issued by a public agency
as mort8agor In connection with the financlne of a
project assisted under eeetton 8 of the Unlted States
Housing Act of 1937 [this section], the Interest paid on
such obligation shall be inoluded In gross income for
purpoees of chapter 1 of the Internal Revenue Code of
1980 [formerty I.R.C. 19641 (chapter 1 of Title 26, In-
ternal Revenue Code]."

ItS[rlAL OR INCO2rE CONTRIBUTIONe; Uea OP $PRQ2AL
L3CMRDULEa OP REQUIRED PAYNLNTB FOR PARTICI-
PANTB IN MUTOAL HRLY PRO]RL'r8 CONTRmOT[NO
IdeOR, 1'.,rC.

Section 203 of Pub. L. 93-383 provided that: "The
rental or Income contribution provisions of the Unlted
States Housing Act of 1937 [sectlons 1437 to 1437J of
this title], as amended by section 201 of this Act, shall
not preclude the use of speciel schedules of requtred
payments as approved by the Secretary for partlel-
pants In mutual help housing proJects who contribute
labor, land, or materiala to the development of such
proJects...

BBOrroN RBreRRan TO rN 017ISR SrOrIONe

This section is referred to In secttons 143e26 1437a,
14370, 1437g, 1437J, 14371, 1437m, 1437n, 1437o. 1437p,
1437s, 1439, 1472, 1483, 14903, 1490m, 4822, 5302, 5304,
11401 of this title; tltle 12 sectlons 1701q, 1701s,
1701z-11, 1701a-12, 1701z-13, 17161, 1715z-1, 1715a-1a,
1715a-1c. 1716a-15; title 29 sections 42, 142, 143, 1260;
title 40 App. section 207.

@ 1437g. Annual wntrlhutlons for operation of lower
lncome bausing

(a) Determinatlan of amounts; contract autboriza-
tion; standards for payments; necessity of contrl-
butlon contracts; performance funding system;
audit

(1) In addition to the contributions author-
Ized to be made for the purposes specified tn
section 1437c of this title, the SecretarY maY
make annual contributions to public housing
agencies for the opemtion of lower income
housing projects. The contributions payable an-
nually under this section shall not exceed the
amounts which the Secretary determines are
required (A) to assure the lower income charac-
ter of the projects involved, (B) to achieve and
maintain adequate operating services and re-
aerve funds, and (C) with respect to housing
projects developed under the Indian and Alas-
kan Native housing program assisted under this
chapter, to provide funds (in addition to anY
other operating costs contributions approved
by the Secretary under this section) as deter-
mined by the Secretary to be required to cover
the administrative costs to an Indian housing
authority during the development period of a
project approved pursuant to section 1437c of
this title and until such time as the project !s
occupied. The Secretary shall embody tho pro-
visions for such annual contributions in a con-
tract guaranteeing their payment subject to the
availability of funds, and such contract shall
provide that no disposition of the lower income
housing proiect, with respect to which the con-
tract is entered into, shall occur during and for
ten years after the period when contributions
were made pursuant to such contract unless ap-
proved by the Secretary. If the Seoretary deter-
mines that a public housing agency has failed
to take the actions required to submit an ac-
ceptable audit on a timely basis in accordance
with chapter 78 of title 31, the Secretary may
arrange for, and pay the costs of, the audit. In
such eircumstances, the Secretary may with-
hold, from assistanee otherwise payable to the
agency under this section, amounts sufficient
to pay for the reasonable costs of conducting an
acceptable audit, lncluding, when appropriate,
the reasonable costs of accounting services nec-
essary to place the agency's books and records
in audttable condition.

(2) The Secretary may not make assistance
available under this section for any lower
tncome housing project unless such project is
one developed pulguant to a contributions con-
tract authorized by section 1437c of this title
but not subject to section 1437f of this title,
except that after the duration of any such con-
tributions contract with respect to a lower
income housing project, the Secretary may pro-
vide assiatance under this section with respect
to such proJect as long as the lower income
nature of such proJect is maintained.

(3)(A) For purposes of maktng payments
under this section, the Secretary shall utilize a
performance funding system that is substan-
tially based on the system defined In regula-
tions snd In effect on February 5, 1988 (Rs
modified by this paragraph), and that estab-
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lishes standards for costs of operation and rea-
sonable proJectlons of Income, taking tnto ac-
count the character and location of the project
and the characteristics of the famUles served,
In accordance with a formula representing the
operations of a prototype well-managed project.
Such performance funding system shall be es-
tablished in oonsultation with publtc housing
agencies and their associations, be contained In
a regulation promulgated by the Secretary
prior to the start of any flscal year to which it
appUes, and renudn In effect for the duration of
such fiscal year without change. Notwithstand-
ing the preceding sentences, the Secretary shall
revise the performance funding system by June
15, 1988, to accurately reflect the increase In ln-
surance costs Incurred by public housing agen-
cies.
(B) Under the performance funding system

established under this paragraph-
(1) In the first year that the reductions

occur, any publlc housing agency shaU share
equally with the Secretary any cost reduc-
tions due to the differences between project-
ed and actual utlUty rates attributable to ac-
tions taken by the agency which lead to such
reductions;

(li) in the case of any public housing agency
that receives financing (from a person other
than the Secretary) or enters lnto a perform-
ance contract to undertake energy conserva•
tion improvements in a public housing
project, under which payment does not
exceed the cost of the energy saved as a
result of the Improvements during a negotiat-
ed eontract period of not more than 12 years
that ls approved by the Secretary-

(I) the pubUc housing agency shaU retain
100 percent of any cost avoidance due to
differences between pro,tected and actual
utiUty consumption (adjusted for heating
degree days) attributable to the improve-
ments, until the term of the financing
agreement Is completed, at which time the
annual utility expense level 3-ycar rolling
base procedures shall be applied using-

(a) In the first year following the end of
the contract period, the energy use during
the 2 years prior to installation of the
energy conservation improvements and
the last contract year,

(b) In the second year foilowing the end
of the contract period, the energy use
during the 1 year prior to installation of
the energy conservation improvements
and the 2 years foilowing the end of the
contraet period; and

(c) in the third year following the end
of the contract period, the energy use in
the 8 years following the end of the eon-
tract period; or

(II) the Secretary shall provide an addi-
tional operating subsidy above the current
aflowable utility expense level equivalent to
the cost of the energy saved as a result of
the Improvements and sufficient to cover
payments for the bnprovements through
the term of the contract or agreement;

(Sii) there shaD be a formal review process
for the purpose of providing such revisions

(either increases or reductions) to the allow-
able e°.pense level of a public housing agency
as necessary-

(I) to correct inequitles and abnormalitles
that exist In the base year expense level of
such public houstng agency;

(II) to accurately reflect changes In oper-
ating circumstances slnce the initial deter-
mination of such base year expense level:
and

(III) to ensure that the allowable expense
limit accurstely reflects the hlgher coat of
operating the project In an economically
distressed unit of local government and the
lower cost of operating the project in an
economically prosperous unit of local gov-
erninent; and

(lv) 1f a public housing agency redesigns or
substantially rehabllitates a public housing
project so that 2 or more dwelling units are
combined to create a single larger dweUing
unit, the payments received under this sec-
tion shall not be reduced solely because of the
resulting reduction in the number of dwelllng
units if not less than the same number of in-
divlduals wDl reside in the new larger dweD-
!ng unit as resided In the dwelling units that
were combined to form such larger dwelUng
unit.

(b) Limitation on amount of aggregate rentals paid
by fandlies residing in dwelling units receiving
annual contributions

The aggregate rentals required to be pald in
any year by families residing In the dweiling
units administered by a public housing agency
receiving annual contributions under thls sec-
tion shall not be less than an amount equal to
one-fifth of the sum of the lncomes of all such
famfUes.
(c) Authodzatlon of appropriation

There are authorized to be appropriated for
purposes of providing annual contrtbutlons
under this section $1,500,000,000 for flscal year
1988 and $1,630,000,000 for fiscal year 1989.
(d) Distribution of remaining appropriated funds to

housing projects fncurring excessive coete
If, In any flscal year beginning after Septem-

ber 30, 1979, any funds which have been appro-
priated for such year remain after applying the
provisions of the second and fourth sentences
of subsection (a)(1) of this section, the Secre-
tary shaU distribute such funds to lower Income
housing proiects whloh incurred excessive costs
which were beyond their control and the fuD
extent of which was not taken (nto account In
the original distribution of funds for such flscal
year.
(e) Time of payment

In the case of any public housing agencY that
submits its budget for any fiscal year of such
agency to the Secretary in a tlmely manner In
accordance with the regulations Issued bY the
Secretary under thls section, assistance to be
provided to such agency under this section for
such fisesl year shall conunence not later than
the 1st month of such flseal year, and shall be
paid In accordance with such payment schedule
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(c) Appropriations
The amount specified for purposes of subsec-

tions (a) and (b) of this section shall be-

(See main edition for text oJ(1) and (2)]
(3) $2,700,000,000 for the fiscal years 1084,

1985,1880,1987, and 1989;
(4) $2,750,000,000 for the fiscal year 1988;

and
(5) $2,800,000,000 for each fiscal year after

fiscal year 1989.

(As amended Dec. 19, 1989. Pub. L. 101-239,
title VIII, 18016, 103 Stat. 2470.)

AMENOMENTa

I989-Bubsec. (c)(3). Pub. L. 101-239, 1 8016(1), eub-
stltuted "1987, and 1989;' for "and 1967, and for each
succeeding fiacal year other than the fiscal year 1088;
and".

$ubsec. (cX5). Pub. L. 101-239, 18016(2). (3). added
par. (5).

CHAPPER g-LOW-INCOME HOUSINO

CHAPrER REPERREn TO IN OTH6R SECTIONS

This chapter is referred to In sections 1382a, 1404s,
1434, 1436a, 1488b. 1437J-1, 1439, 1471, 1485, 1400a,
1502, 1503, 1504, 1586, 1590. 1594c, 1700, 3013, 5153.
5515, 8003 of this tltle; tltle 12 sections 24. 1441a,
1701q. 1701r-1, 1715a-1a, 1701a-3, 1701s-11, 17151; title
20 sections 244, 833. 635. 645; tltle 25 section 040d-14,

SUBCHAPTER I-GENERAL PROGRAM OF
ASSISTED HOUSING

$UBCHAPYER REFERREa TO IN OrnER SECr1oNa

Ttds subchapter is referred to In sectlons 1437aa,
1437bb, 3035 of this title.

0 1437a. Rentai payments

(a) Families lncluded; amount

[See main edit(onJor text oJ(1)]

(2)(A) Any public housing agency may prc-
vide that each family residing in a public hous-
ing project owned and operated by such agency
(or in lower )ncome housing ttssisted under sec-
tion 1437f of this title that contains more than
2,000 dwelling units) shall pay as monthly rent
for not more than a 5-year period an amount
determined by such agency to be appropriate
that does not exceed a maximum amount
that-

[See main editfon for text oJ(t) to (ttt)]
(B) The 5-year limitation established in sub-

paragraph (A) shali not apply to any family re-
siding )n a public housing project adm(nlstered
by an Indian public housing agency. The terms
of all ceiling rents established prior to Decem-
ber 15, 1989, shall be extended for the 5-year
period beginning on December 15,1989.

[See main edition for text oJ(b) and (e)]

(As amended Dec. 15, 1989, Pub. L. 101-235,
title III, 1302, 103 Stat. 2043.)

AtiENDNCHTs

1989-Subseeo. (a)(2)(A). Pub. L. 101-235, 4302(1),
eubstttuted "5-year period" for "3-year period'C

$ubsec. (02)(B). Pub. L 101-235, 1302(2), subetltut-
ed ^5-year lbnltat(on" for "3-year limitatlon" and ln-

aerted at etrd "The terms of all ceiling rents eatab-
liahnd prior to December 15, 1989, shall be extended
for th., 5-year period beginning on December 15,
1988."

SECTION RErEHREO TO IN OTnER BECTIONB

Thts sectlon Is referred to In eections 503, 1437f.
14371, 1437o, 1437r, 1437s, 1471, 3544, 5305, 11384 of
thls title; title 12 sections 1441a, 1701q. 1701z-11,
170se, 1715a-la, 1738a-1c, 1715z-9. 1715s-15.

@ 1437d. Contract provisions and requirements; loans
and annua) contributlons

(See main edition for text oJ(a)]
(b) Public housing for Indlana and Alaska Natives

(1) Esah contract for loans (other than pre-
liminary loans) or contributions for the devel-
opment, acquisition, or operation of public
llousing and public housing for Indians and
Alaska Natives in accordance with the Indian
Housing Act of 1988 [42 U.S.C. 1437aa et seq.]
shall provide that the total development cost of
the project on which the computation of any
annual contributions under this chapter may be
based may not exceed the amount determined
under paragraph (2) (for the appropriate struc-
ture type) unless the Secretary provides other-
wise, and 1n any case may not exceed 110 per
centum of such amount unless the Secretary
for good cause determine3 otherwise.

(2) For purposes of paragraph (1), the Secre-
tary shall determine the total development cost
by multiplying the construction cost guideline
for the project (which shall be determined by
averaging the current construction costs, as
listed by not less than 2 nationally recognized
residential construction cost )ndices, for public-
ly bid construction of a good and sound quality)
by-

(A) in the case of elevator type structures,
1.6; and
(B) in the case of nonelevator type struc-

tures, 1.75.

[See main edition for text q/(c) to (m.)]

(As amended Nov. 9, 1989, Pub. L. 101-144, title
11. 103 Stat. 848.)

REreRENCES CN TExT

The Indian Housing Act of 1988, referred to In
subsec. (b)(1), Is Pub. L. 300-358, June 29. 1988, 102
Stat. 078, which ie classified princlpally to subchapter
Ii (1 1437aa et seq.) of this chapter. For complete clas-
alficatlon of this Act to the Code, see Short Title note
set out under section 1437aa of this title and Tables.

AraENnlrENTa

1989-Subsec. (b). Pub. L. 101-144 added subsec. (b).

0 1437f. Lower-income housing assistance

[See main editionlor tert oJ(a) and (b)]

(c) Contents and purposes of contracts for assistance
payments; amount and scope of monthly aeeiet-
ance payments

[See matn edition for text of (1)]

(2) [See main edttion for text of (A) and (B)1
(C) Adjustments In the maximum rents under

subparagraphs (A) and (B) shall not result in
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material d►fferences between the rents charged
for assisted unitr, and unasslsted units of siml-
lar quality, type, and age In the same market
area, as determined by the Secretary. In Imple-
menting the limitation established under the
preceding sentence, the Secretary shall estab-
lish regulations for conducting comparability
studies for projects where the Secretary has
reason to believe that the applicatlon of the
formula adjustments under subpamgraph (A)
would result In such material differences. The
Secretary shall conduct such studies upon the
request of any owner of any project, or as the
Secretary determines to be appropriate by es-
tablishing, to the extent practicable, a modified
annual adJustment factor for such market area,
as the Secretary shall designate, that is geo-
graphically smaller than the applicable housing
area used for the establishment of the annual
acUustment factor under subparagraph (A).
The Secretary shall establish such modified
annual adjustment factor on the basis of the re-
sults of a study conducted by the Secretary of
the rents charged, and any change In such
rents over the previous year, for assisted units
and unassisted units of similar qusllty, type,
and age In the smaller market area. Where the
Secretary determines that such modified
annual adjustment factor cannot be established
or that such factor when applied to a particular
project would result in material differences be-
tween the rents charged for assisted units and
unassisted units of similar quality, type, and
age In the same market area, the Secretary may
apply an alternative methodology for conduct-
ing comparability studies In order to establish
rents that are not materially different from
rents charged for comparable unassisted units.
If the Secretary or appropriate State agency
does not complete and submit to the project
owner a comparability study not later than 80
days before the anniversary date of the assist-
ance contract under this sectlon, the automatic
annual adJustment fpctor shall be applied. The
Secretary may not reduce the contract rents In
effect on or after April 15, 1987, for newly con-
structed, substantially rehabllitated, or moder-
ately rehabilitated projects assisted under this
section (including projects assisted under this
sectton as 1n effect prior to November 30, 1983),
unless the proJect has been refinanced In a
manner that reduces the periodic payments of
the owner. Any maxlmum monthly rent that
has been reduced by the Secretary after April
14, 1987, and prlor to November 7, 1988, shall be
restored to the maximum monthly rent In
effect on April 15, 1987. For any project which
has had its maximum monthly rents reduced
after April 14, 1987, the Secretary shall make
assistance payments (from amounts reserved
for the original contract)to the owner of such
project In an amount equal to the difference
between the maxbnum monthly rents In effect
on April 15, 1987, and the reduced maximum
monthly rents, multiplied by the number of
months that the reduced maximum monthly
rents were In effect.

[See main editionlor text oJ(3) to (10); (d)]

(e) Restrictions on contrae(s for ass)stance paymenta

[See main ed3ttonJor text o,((1))

(2) For the purpose of upgrading and thereby
preserving the Nation's housing stock, the Sec-
retary is authorized to make assistance pay-
ments under this section directly or through
public housing agencies pursuant to contraats
with owners or prospective owners who agree to
upgrade housing so as to make and keep such
housing decent, safe, and sanitary through up-
grading which Involves less than substantial re-
habllitatlon, as such upgrading and rehabillta-
tlon are defined by the Secretary, and which
shall involve a minimum expenditure of $3,000
for a unit, (ncluding its prorated share of work
to be accomplished on common areas or sys-
tems. The Secretary is authorized to prescribe
such terms and conditions for contracts entered
Ynto under this seotlon pursuant to this para-
graph as the Secretary determines to be neces-
sary and appropriate, except that such terms
and conditions, to the maximum extent feasi-
ble, shall be consistent with terms and condi-
tions otherwlse applicable with respect to other
dwelling units assisted under this section. Not-
withstanding subsection (c)(I) of this section,
the Secretary may,Fn carrying out the preced-
ing sentence, establish a maximum monthly
rent (for unlts upgraded pursuant to this para-
graph) which exceeds the fair market rerital by
not more than 20 per centum if such units are
located in an area where the Secretary finds
cost levels so require, except that the Secretary
may approve maximum monthly rents whicll
exceed the fair market rentals by more than 20
but not more than 30 per centum where the
Secretary determines that speclal circum-
stances warrant such higher rent or where nec-
essary to the Implementation of a local housing
assistance plan. The Secretary is also author-
ized to make assistance avallable under this seo-
tlon pursuant to this paragraph to any unit In a
housing project which, on an overall basis, re-
flects the need for such upgrading. The Secre-
tary shall increase the amount of assistance
provided under this paragraph above the
amount of asslstance otherwise permitted by
thts paragraph and subsection (c)(1) of this sec-
tion, if the Secretary determines such increase
necessary to asslst In the sale of multifamily
housing projects owned by the Department of
Housing and Urban Development. In order to
maximize the availability of low-income hous-
ing, in providing assistance under thYs Para-
graph, the Secretary shall include In any calcu-
lation or determination regarding the amount
of the assistance to be made available the
extent to which any proceeds are available
from any tax credits provided under section 42
of title 26 (or from any syndication of such
credits) with respect to the housing. For each
fiscal yesr, the Secretary may not provide as-
sistance pursuant to this paragraph to any
project for rehabilitation of more than 100
units. Assistance pursuant to this paragraph
shall be allocated according to the formula es-
tabllshed pursuant to sectlon 1430(d) of this
title, and awarded pursuant to a competition
under such section. The Secretary shall main-
tain a single listing of any assistance provided
pursuant to this paragraph, which shall include
a statement identifying the owner and location
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of the project to which asslsta»ce was made,
the amount of the assistance, and the number
of units assisted.

(See main edittonlor text ot'(!) to (v)]

(As amended Dec. 15, 1989, Pub. L. 101-235,
title I, § 127, title VIII. J 801(c), (g), 103 Stat.
2025, 2058, 2059.)

AMENDNIENTE

1989-SubEee. (c)(2hC). Pub. L. 101-235, 4702(g),
substituted "qual(ty, type, and age" for "quallty and
Rge".

Pub. L. 101-235, 1702(c), Inserted after first sentence
"In implementing the limitation establlehed under tho
preeeding sentence, the Secretary shall establieh regu-
latlons for conducttng comparabllity studies for
proJects where the SeeretarY hes reRson to believe
that the application of the formula adjustments under
subparagraph (A) would result In auch material differ-
ences. The Secretary shall conduct such studies upon
the request of any owner of anY proJect, or as the Sec-
retary determines to be appropriate by establiahing, to
the extent practicable, a modified annuel adJustment
factor for euch market area, as the Secretary shall
designate, that Is geographically smaller than the ap-
plicable housing area ueed for the establlshment of
the annual adJustment factor under subparagraph (A).
The Secretary shali establish such modified annual
adlustment faetor on the basis of the results of a
study conducted by the Secretary of the rents
eharged, and any chaage in such rents over the previ-
ous year, for assisted units and unassisted units of
slm0ar quality, type, and age In the smaller market
Rrea. Where the Secretary detenninea that such modi-
fiad annual adJustment factor eannot be established
or that such factor when applied to a particular
proJect would result In material differences between
the rents charged for assisted units and unaseisted
units of atmllar quality. type, and age In the same
market area, the Secretary maY apply an alternative
methodology for conducting comparability studies In
order to establish rents that are not materlally differ-
ent from rents charged for comparable uneseleted
units."

Subsec, (e)(2). Pub. L. 101-235; 4127(1), Ineerted
before period at end of first sentence ". and which
shall Involve a minimum expenditure of f3,000 for a
unit, Including Its prorated share of work to be accom-
phehed on common areas or systems".

Pub. L. 101-235, 4127(2). (3), insorted at end "In
order to maximize the availability of low-income hous.
InB, In provtding ase(stance under this paragmph, the
Secretary shall include In any ealculatton or determi-
natbn regarding the amount of the assistance to be
made available the extent to which any proceeds are
available from any tax credits provided under section
42 of title 26 (or from any syndication of such credits)
with respect to the housing. Fbr esch fiscal year, the
Seeretary may not provide assistance pursuant to this
paragrRph to anY project for rehabilltati0n of more
than 100 units. Assistance pursuant to this paragraph
shall be allocated according to the formula established
pursuant to section 1439(d) of this title, and awarded
pursuant 'o a competition under such section. The
Secretary naU maintain a single itsting of any assist-
ance provi .:d pursuant to this paragraph, which shall
Include a statement Identtfying the owner and loca-
t(on of the project to which aasistance was made, the
amount of the assistance, and the number of units as-
sisted:'

EFFEI.TIVE AND TeRMtNATION DATEs or 1988
AMENaMENT

Amendment by section 262 of Pub. L. 100-242 appli-
cable to any proJect that is eligible low income hous-
ing on or after Nov. 1, 1987, and repealed effective
Sept. 30, 1990, with this section amended to read as it

91437f

would without such amendment, except that such
repeal to have no effect on Rny action taken or au-
thorlsed under such amendment prior to its repeal, see
aectlons 203 and 235 of Pub. Ia 100-242, as amended,
set out In Preservation of Low Income Housing note
under section 17151 of Title 12, Banks and Banking.

ANNUAL ADJUSTMENT FACTORE FOR RENTa IINDER
IAWER-INCOME HOUEtNO AE9IRTANCE PROORAM

Seetion 801(a), (b), (d), (e) of Pub. L. 101-235 provid-
ed that:

"(a) EPFECT OF PR1oR COWARAHILITY STUD1Es.-
"(i) IN aeNERAL.-In any ease In which, in imple-

menting section 8(c)(2) of the United States Houeing
Act of 1937 (42 U.S.C. 1437f(c)(2)1-

"(A) the uee of eompsrablllty studies by the Sec-
retary of Housing and Urban Development or the
approprlate State agency as an Independent limita-
tion on the amount of ren[a1 adjustments resulting
from the application of an annual adjustment

• factor under such section has resulted in the re-
duction of the maximum monthly rent for units
covered by the contract or the fa0ure to Increase
such contract rent to the full amount otherwtse
parmttted under the annual adjustment factor, or

"(B) an assietance contract requires a project
owner to make a request before becoming eltgible
for a rent adlusttment under the annual adJust-
ment factor and the prolect owner certifies that
sach a requeet was not made because of antlclpat-
ed negative adJustment to tho project rents,

for fiscal year 1980, and annually thereafter until
regttlatloes tmplementing this section take effect,
rental adJuetments shall be calculated ss an amount
equa) to the annual adjustment factor multiplied by
a figure equal to the contract rent mitlus the
amount of contract rent attributable to debt service.
Upon the request of the proJect owner, the Secre-
tary shall paY to the proJect owner the amount, if
any, by whtch the total rental adjustment calculated
under the preceding sentence exceeds the total ad-
Jltstments the Secretary or appropriRte State agency
actually approved, except that solely for purposes of
caleulating retroactive payments under this gubsee-
tlon, In no event shall any project owner be paid an
amount tess than 30 percent of a figure equal to the
aggregate of the annual adjustment factor multl-
ptled by the full contract rent for each year on or
after fiscal year 1980, minue the sum of the rental
payments the Seuretary or approprlate State ageney
actually approved for those years. The method pro-
vided by this aubseetion shall be the exclusive
method by which retroac0ve payments, whether or
not requested, may be made for proJects subJect to
this subsection for the period from fiscal year 1980
until the regulations tssued under subsection (e)
take effect. For purposes of this paragraph, 'debt
serviee' ahall Include interest, principal, and mort-
gage insurance premium if any.

"(2) APPLIOAaILiTY.-
•'(A) IN oENEEAL.-Subsection (a) shall appl7 with

respect to any use of comparability studies re-
ferred to In auch subsectlon occurring before the
effective date of thc regulations iseued under sub-
section (e).

"(B) FINAL LITIOATION.-Subsection (B.) shall not
apply to any proJect With respect to whieh litiga-
tion regarding the authority of the Secretsry to
use comparabillty studies to limit rental adjust-
ments under seetion 9(c)(2) of the United States
Housing Act of 1937 ltas resulted In a judgment
before the effective date of this Act [Dec. 15, 19891
that Is final and not appealRble (including any set-
tlement agreement).

"(b) 3-YEAR PAYMENrs.-The Secretary shall provide
the amounts under subsection (a) over the 3-yea••
perlod beginning on the effective date of the regula-
tions issued under subsection (e). The Secretary shall
provide the payments authorized under subsection (a)
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only to the extent approved In subsequent approprla-
tions Acts. There are authorized to be appropriated
such sums as may be necessary for this purpose.

"(d) Deresasmerroa or Conraner Rssr.-(1) The
Secretary shall upon the request of the prolect owner,
make a one-time determination of the contract rent
for each prolect owner referred to In subsectlon (a).
The contract rent shall be the greater of the contract
rent- °

"(A) currently approved by the Secretary under
section 11(c)(2) of the United States Housing Act of
1937 (42 U.S.C. 1437I(c)(2)], or

"(B) calculated In accordance with the first sen-
tence of subsection (a)(1).
"(2) All adjustments In contract rents under section

&cH2) of the United States Housing Act of 1037, In-
cluding adlustments Involving projects referred to In
subsection (a), that occur beginning with the first an-
niversary date of the contract after the regutatlons
Issued under subsection (e) take effect shall be made
In accordance with the annual adJustment and compa-
rablllty provisions of sections 8(cH2xA) and 8(c)(2)(C)
of such Act, respectively, using the one-thne contract
rent determtnatton under paragraph (1).

"(e) Rscuwxrons.-The secretary shall (seue regula-
tlons to carry out this sectlon and the amendments
made by this section (amending this section), Includ-
ing the amendments made by subsection (c) with
regard to annual adJustment factors and comparabll-
ity studies. The Secretary shall issue such regulatlons
not later than the expiratlon of the 180-dsy per:od be-
glnning on the date of the enactment of this Act (Dec.
16,19897:'

SECHON REFEaRHa TO IN OrHEa SECrrons

Thls section Is referred to In sections 1438a, 1437a,
14370, 1437g, 1437J, 14371, 1437m, 1437n, 1437o, 1437p,

.1437s. 1439, 1472, 1483, 1490J, 1400m. 4822, 5302, 5304.
11401 of thts title; title 12 sectlons 1701q, 1701s,
1701z-11, 1701z-12, 1701z-13, 17164 1716a-1, 1716z-1a,
1716z-ic, 1718z-8, 1716z-18; title 20 sections 42. 142,
143, 1250; title 40 App. section 207.

814370. Rental rehabilitation and development grants

[See main editionlor text of (a) to (c)]

(d) Grants for new coostruction and subatantial rehn-
bUitatlon

(See main edition for text ol ( 1) to (10)]

(11) SAr.s OF uxrrs:
(A) IN ogaaneL.-Notwithstanding any other

provision of law, in the case of a project as-
sisted by a development grant awarded pursu-
ant to this section where (1) the grant was
origlnally approved for a nonprofit coopera-
tlve, and ( 11) a majority of the units In the ap-
proved project have 3 or more bedrooms, the
nonprofit owner of such project may sell such
units for fee simple or condominium owner-
ship if the requirements of subparagraph (B)
are met.

(B) Raqunremanxs.-The requlrements of
this subparagraph are that-

(1) at least 80 percent of the units [n the
pro)ect are initially sold to housoholds with
lncomes that do not exceed 80 percent of
the median Inoome of the area;

(li) housing cost to such households shall
be Inltlally calculated at not to exceed 30
percent of actual household income;

(fii) each purchaser agrees that, during
the 20-year period following the Initial sale,
any subsequent resale of the unit shall be
to a purchaser whose hrcome does not

exceed 80 percent of the median Income for
the area; and

(iv) after the 20-year period described in
clause (!ll), the pro rata grant attributable
to a unit, which shall be secured by a deed
of trust on the unit, shall be repaid upon
any sale, lease, or transfer of any Interest In
the unlt except for a sale of the unit to a
purchaser whose Income does not exceed 80
percent of the median income of the area.

(C) ReFtaexolNa: A refinancing of the unit
lnvolving an equity withdrawai shall require a
repayment to the extent of the withdrawal
not to exceed the pro rata amount of the
grant attributable to the unlt. A reflnancing
unrelated to a sale, equity withdrawal, lease,
or transfer of interest shall not require repay-
ment.

(D) ADMINis7.'RATton.-A homeowner may
request grantee approval of a sale, equlty
withdrawal, or other transfer with postpone-
ment of the repayment or without full or par-
tial repayment and grantee may approve if
the grantee determines that-

(i) an undue hardship will result from the
application of the repayment requirement,
auch as where the proceeds are insufficient
to repay the loan In full; or

(il) postponing repayment is In the inter-
est of neighborhood growth and stability.

(E) Eregcs or REPAYStgarT.-Upon repayment
of the grant, any program requirements af-
fecting the unit shall terminate. The grantee
shall use repayments of the grant for low and
moderate income housing as prescribed by
the Secretary. Notwithstanding any exlstln8
project covenants or lnconsistencies with this
section, the Secretary shall take all action
necessary to Implement this paragraph.

[See main editionlor text qf (e)1

(f) Appllcabllity of requirements or agreements
Requirements imposed by or agreements

made with States and units of general local gov-
ernment regarding rents In structures assisted
under this section (including requirements re-
lating to the rents which may be charged after
rehabilitation) shall not apply to a structure as-
sisted under this section unless (1) such re-
qulrements are imposed or agreements are en-
tered Into pursuant to a State law or local ordi-
nance of general applicability which was en-
acted and in effect in that Jurisdiction prior to
November 30, 1983, and (2) such requirements
or agreements would apply generally to struc-
tures not assisted under this section. This sub-
section shall not apply to requirements relating
to rents imposed on a structure as a condition
of receiving financial assistance under a pro-
gram of the State of New York or Clty of New
York for the rehabllltatlon of the structure if
(1) the dollar amount of the State or municipal
financial assistance (Inoluding the principal
amount of loans) exceeds the dollar amount of
financial assistance provided far the structure
under this section, and (2) the structure is pri-
vatelY owned by (A) a person or famlly Whose
income does not exceed 80 percent of the
median income for the metropolitan statistical
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(8)(i) Amounts recelved under train-
ing programs funded by FiUD;

(ti) Amounts received by a Disabled
person that are disregarded for a Iim-
ited time for purposes of Supplemen-
tal Security Income eligibihty and
benefits because they are set aside for
use under a Plan to Attain Self -Suffi-
ciency (PASS); or

(iii) Amounts received by a partici-
pant in other publicly assisted pro-
grsms which are speciflcally for or in
reimbursement of out-of-pocket ex-
penses incurred (special equipment,
clothing, transportation, chiid care,
etc.) and which are made solely to
allow participation in a specific pro-
gram;

(9) Temporary, nonrecurring or spo-
.radic income (including gifts); or

(10) Amounts specifically excluded
by any other Federal statute from
consideration as income for purposes
of determining eligibility or benefits
under a category of assistance pro-
grams that includes assletance under
the United States Housing Act of 1937.
A notice will be published in the Fxn-
saer. RaGrsxsa and distributed to
PIiAs and owners identifying the ben-
efits that qualify for this exclusion.
Updates will be published and distrib-
uted when necessary.

(d) If it is not feasible to anticipate a
level of income over a 12-month
perlod, the income anticipated for a
shorter period may be annualized, sub-
ject to a redetermination at the end of
the shorter period.

E49 FR 19936. May 10. 1984, as amended at
60 FR 29591, June 24, 1985; 50 FR 39097,
Sept. 27, 1985; 51 FR 21308, June 11, 1986;
52 F.R, 34113, Sept. 9, 1987; 63 FR 4388, Feb.
16,1988; 53 FR 7734, Nlar. 10. 19883

9 813.107 Total tenant paymenL

(a) Total tenant payment for jamt-
Iies whose initial Iease is effective on
or aJter August 1, 1982. Total Tenant
Payment shall be the highest of the
following, rounded to the nearest
dollar:

,(1f 30 percent of Monthly Adjusted
Income;

(2) 10 percent of Monthly Income; or
(3) If the Family receives Welfare

Assistance from a public agency and a
part of such payments, adjusted in ac-
cordance with the Famlly's actual

0-0e1 0-90-0

§ 813.107

housing costs, is specifically designat-
ed by such agency to meet the Fami-
ly's housing costs, the monthly por-
tion of such payments which is so des-
ignated. If the Family's Welfare As-
sistance is ratably reduced from the
standard of need by applying a per•
centage, the amount calculated under
this paragraph (a)(3) shall be the
amount resulting from one application
of the percentage.

(b) Total tenant payment for fami-
lies whose initial lease was effective
before August 1, 1982. Total Tenant
Payment shall be calculated in aocord-
ance with paragraph (a) of this sec•
tion, except that instead of 30 percent,
the percentage applied to Monthly Ad-
justed Income shall be in accord with
the following table:

Ee9C6Ye tlela of reeY8lNaaliUn
Parcent-

ag9

Aug. 1. 1962 to Sept 30,1992 ......_...._..__...._......._ 26
oeL 1 . 1982 to Sap6 30, 1993 ................ ...... .... _.. 27
OcL 1.1983 to Sapt 30. 1984 _.._........_.....__...._.. 28
Ool 1. 1984 ta sapt. 30.1995...... __........... ....... .. 29
oc1. 1. 1985 and aaer .................... _......................... ... 30

(c) Special conditions. (1) For pur-
poses of this section, a Family is con-
sidered to be a Family whose initial
lease was effective before August 1,
1982 only if it satisfies one of the fol-
lowing conditfons:

(i) The Family resided on July 31,
1982 in a unit under lease with assist-
ance under the Section 8, Section
10(c), Section 23, Public Housing or
Indian Housing Program, and its as-
sistance has been continuous thereaf•
ter in the same project; or

(ii) The Family resided in a unit
under lease in a RUD-owned project
paying a below market rent at the
time HUD sold the project: received
assistance under the Section 8 Pro-
gram immediately after sale; and the
Family's assistance has been eontinu-
gus thereafter in the same project; or

(iii) The Family resided on Apr11 30,
1983 in a unit under lease with assist-
ance under the Rent Supplement Pro-
gram (Section 101 of the Hous)ng and
Urban Development Act of 1965), or
the Section 236 Rental Assistance Pro-
gram (Section 236(fX2) of the Nation-
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al Housing Act); continued to receive
such assistance until the Family was
converted to assistance under the Sec-
tion 8 Program; and after conversion
its assistance has been continuous in
the same proJect; or

(Iv) The Family resided In a unit
under lease with assistance under the
Rent Supplement Program or the Sec-
tion 236 Rental Assistance Program;
was converted to assistance under the
Section 8 Program on or after August
1, 1982 and before May 1, 1983; and
continued to receive assistance under
the Rent Supplement or the Section
236 Rental Assistance Program until
the time of conversion, and after con-
version its assistance has been contin-
uous in the same project.

(2) So long as a Family whose initial
lease was effective prior to August 1,
1982, continues to reside in the same
Project, Its Total Tenant Payment
shall not be increased by more than 10
percent during any 12-month period as
a result of: (i) Appllcation of the per-
centages In subsection (b) of this sec-
tion, and (fi) application of the
changes in the definitions contained in
§§ 813.102 and 813.106 from definitions
of comparable terms m regulations in
effect immediateiy prior to July 1,
1984.

(3) So long as a Family whose initial
lease was effective on or after August
1. 1982, but which was in occupancy on
June 30, 1984, continues to reside in
the same project, 1ts Total Tenant
Payment shall not be increased by
more than 10 percent during any 12-
month period as a result of applioation
of the changes in the definitions con-
tained in §§ 813.102 and 813.106 from
defhiitions of comparable terms in reg-
ulations In effect immediately prior to
July 1, 1984.

(4) In the case of a Family reoeiving
rental assistance under Section 521(a)
of the Housing Act of 1949 on Novem-
ber 30, 1983, whose assistance is con-
verted to Section 8 asslstance on or
after such date, the Total Tenant Pay-
ment payable by such Famlly shall not
be inoreased by more than 10 percent
during any 12-month period as a result
of (i) such conversion, and (ii) if such
Fam11y was in occupancy on June 30,
1984, and continues to reside in the
same project, application of the

24 CFR Ch. Vlll (4-1-90 Edifion)

changes in the definitions oontained in
§§ 813.102 and 813.108 from definitions
of comparable terms in regulations in
effect immediately prior to July 1,
1984.

(5) This paragraph (c)(5) applies to
any Family that was converted to Sec-
tion 8 assistance from assistance under
the Rent Supplement Program, the
Section 236 Rental Assistance Pro-
gram, or the Section 23 Program on or
after October 1, 1984, whose head of
household, spouse or sole member was
62 years of age or older on the date of
conversion. So long as suoh Famfly
continues to reside in the same
proJect, Its Total Tenant Payment
shall not be increased by more than 10
percent during any 12-month period as
a result of such conversion.

(6) This paragraph (c)(6) applies to
any Family that was converted to Sec-
tion 8 assistance from assistance under
the Rent Supplement Program, the
Section 236 Rental Assistance Pro-
gram, or the Section 23 Program on or
after October 1, 1981, and before Octo-
ber 1, 1984, whose head of household,
spouse or sole member was 62 years of
age or older on the date of conversion
and that continued to reside in the
same project on November 30, 1983. At
the first regularly scheduled or inter-
Im reexamination for such Fampy
using the 1984 revised defiriltions of
income, the PHA or Owner shall re-
compute the contribution due from
such Family for the period from De-
cember 1, 1983, or the date of conver
sion, whichever Is later, to the effec-
tive date of such reexamination. Such
recomputation shall be based on an as-
sumption that the Family's contribu-
tion immediately prior to conversion
was the lesser of (i) the actual contri-
bution charged to the Family, or (ii)
25% of such Family's Annual Ineome
After Allowances as determined as of
the date of conversion or, If no reex-
amination was conducted as of such
date, as determined at the first reex-
amination thereafter. The contribu-
tion of such Family for periods follow-
ing conversion and prior to the effec-
tive date of the first reexamination
using the 1984 revised definitions of
income, shall be recomputed on a basis
which provides that such contribution
is not increased by more than 10%
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during any 12-month period as a result
of conversion. If the contribution actu-
ally charged to such Family during
the period commencing December 1,
1983 (or the date of conversion, if
later) exceeds the maximum amount
chargeable according to such recompu-
tation, the excess amount collected
shall first be offset against any
amounts due from the Family to the
PHA or Owner and any remaining bal-
ance shall be the amount due to the
Family. This amount due the Family
may be Patd to the Family, or it may
be applied as a.credit to the Tenant
Rent due immediately after the effec-
tive date of such reexamination. If the
amount of any such credit to a Fam11y
exceeds 25 percent of the Total
Tenant Payment due from such
Family, such credit may be applied in
not more than four installments. So
long as such Family -continues to
reside in the same proiect, its Total
Tenant Payment for periods com-
mencing on the effective date of the
first reexamination using the 1984 re-
vised definittons of income, shall not
be increased by more than 10 percent
during any 12-month period as a result
of the conversion, and application of
the changes In the definitions con-
tained in fg 813.102 and 813.106 from
definitions of comparable terms in reg-
ulations in effect immediately prior to
July 1, 1984. If a Family to which this
paragraph (c)(6) would otherwise
apply vacates a unit after November
30, 1983, and before the first reexam-
ination using the 1984 revised defini-
tions of income, the PHA or Owner
wlll notify the Family of the possibili-
ty of a rent adjustment for the period
commencing December 1, 1983 (or the
date of conversion, if later). In order
to obtain a refund, such a Famny must
submit (within 60 days of receiving the
notice) a request therefor, including a
current address to which any refund
can be sent. For any Famlly making
such a timely request, the PHA or
Owner wnl make all calculations nec-
essary to determine whether an ad-
justment Is due to the Family under
this paragraph (c)(6) and, if so, the
amount of any such adjustment will
first be offset against any amounts
due from the Family and any Section
8 damage and rent claims HUD has

§ 813.107

paid to the Owner on the Family's
behalf, and any balance wiII be refund-
ed to the Family.

(7) For the purposes of paragraphs
(c) (1) through (6) of this section, the
"same proJect" inoludes-

(i) For the Public Housing, Section
10(c), Section 23, and Section 8 Exist-
ing Housing (Ftnders-KeePers) and
Moderate Rehabilitation Programs,
units in the same program of a PIIA
and, in the case of an involuntary
move, units in any of a PHA's pro-
grams; and

(fi) For all other programs, units in
. buildings located in adjacent sites that

are managed as one project.
(8) The limitations contained In

paragraphs (c) (2) through (6) of this
section do not apply to portions of in-
creases In Total Tenant Payment
which are attributable to increases in
income or changes in Family comPosi-
tion or circumstances unrelated to the
factors referred to in paragraphs (c)
(2) through (6) of this section.

(9) The limitations contained in
paragraphs (c) (2) through (6) of this
section do not apply to Families sub-
ject to paragraph (a)(3) of this section
when the welfare agency includes as
the housing component of the Fami-
ly's grant an amount equal to the
Total Tenant Payment, without reduc-
tion.

(10) In order to facilitate administra-
tion of the limitations provided in
paragraphs (o) (2) through (4) and (6)
of this section, upon any regular or in-
terim reexamination of a Family
which was in occupancy on June 30,
1984, the PIiA or Owner shall contin-
ue to collect and verify Information
which would have been taken into ac-
count in calculating Annual Income
and Annual Income After Allowances,
as defined in regulations in effect im-
mediately prior to July 1, 1984, as if
such regulations were in effect at the
date of such reexamination.

(11) The Iimitations prescribed in
paragraphs (c) (2) through (6), of this
section, shall be applied in accordance
with procedures prescribed by l4iID.

(Approved by the Office of Mana6ement
and Budget under control number 2502-
0204)
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[49 FR 19936, May 10. 1984; 49 FR 26718,
June 29, 1984, as amended at 50 FR 24621,
June 12, 1985]

8 818.108 Utiiity reimbursement.
Where applicable, the Uti)ity Reim-

bursement shall be paid to the Family
in the manner provided in the perti-
nent program regulation. If the
Family and the utAity company con-
sent, a PHA or Owner may pay the
Utility Reimbursement jointly to the
Pamily and the utilLty company, or di-
rectly to the utility company.

9 813.109 InitiaL determination, veri£^ca-
tion, and reexamination of family
income and composition.

(a) Responsibility for initial deter-
mination and reesamination. The
owner or PHA shall be responsible for
determination of ellgibillty for admis-
sion, for determination of Annual
Income, Adjusted Income and Total
Tenant Payment, and for reexamina-
tion of family income and composition
at least annually, as provided in perti-
nent program regulations and hand-
books (see, e.g., part 880, subpart F,
and part 881, subpart F, which, for
purposes of this part, shall apply (as
appropriate) to projects developed
under part 885, subparts B and C; part
882, subparts B and E; part 883, sub-
part G; part 884, subpart B; part 886,
subparts A and C; part 887, subpart H;
and for the disclosure and verification
of Soclal Security Numbers. As used in
this part, the "effective date" of an ex-
amtnation or reexamination refers to:

(1) In the case of an examination for
admission, the effective date of the
initial occupancy; and

(2) in the case of a reexamination of
an existing tenant, the effective date
of the redetermined housing assist-
ance payment with respect to the
Housing Voucher program (part 887)
and the effective date of the redeter-
mined Total Tenant Payment.

(b) Verification. As a condition of
housing assistance under any program
covered by this part, the PRA or
Owner shall require the Family head
and other such Family members as it
designates to execute a HUD-approved
release and consent authorizing any
depository or private source of income,
or any F'ederal, State or local agency,

24 CFR Ch. Vlll (4-1-90 Edition)

to furnish or release to the PHA or
Owner and to HUD such information
as the PRA, Owner or HUD deter-
mines to be necessary. The PRA or
Owner sha)1 also require the Family to
submit directly documentation deter-
mined to be necessary. Information or
documentation shall be determined to
be necessary if it is required for pur-
poses of determinLng or auditing a
Fanilly's eligibility to receive housing
assistance, for determining the Fami-
ly's Adjusted xncopte or Tenant Rent,
for verifying related information, or
for monitoring compliance with equal
opportunity requirements. The use or
disclosure of )nformation obtained
from a Family or from another source
pursuant to this release and consent
shall be limited to purposes directly
connected with administration of this
Part 813 or the housing program
under which the Family is receiving or
applying for assistance.
(Approved by the Office of Management
and BudBet, under control number 2502-
0204 and 2577-0083)

L49 FR 19936, May 10, 1984, es amended at
53 FR 34412; Sept. 8. 1988, 63 PR 36450,
Sept. 20, 1988; 54 FR 39702, Sept. 27. 1989;
55 FR 11905. Mar. 30, 1990]

@ 813.110 Transition provision.

(a) Delayed implementation for rent
calculations. This part is effective on
July 1, 1984. However, implementation
of the definitions of Annual Income
and Adjusted Income contained in this
part shall take place in time to be ap-
plied to examinations for admission
and reexaminations effective on or
after August 1. 1985.

(b) Etaminations and reexamina-
tions eJjective before August 1, 198S. In
the case of the following categories of
tenants, the PRA or Owner shall con-
duct the examination or reexamina-
tion as scheduled and may determine
the tenant's contribution in accord-
ance with regulations and procedures
in effect immediately before July 1,
1984 (including the percentage to be
applied to adjusted income in the case
of such tenants pursuant to § 813.107
based on the effective date of the ex-
amination or reexamination):

(1) Any current tenant for whom the
examination or regularly scheduled re-
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tween this part and Part 811, Part 811
will control.

Subpart B-Definitions, Projact
Eligibility and Other Requirements

9880.201 DeRnitione.
ACC. (Annual Contributions Con-

tract) For a private-owner/PHA
project, for which the Contract is ad-
ministered by a PHA, the ACC is the
contract between the PHA (as con-
tract administrator) and HUD. Under
the ACC, HUD commits to provide the
PHA with the funds needed to make
housing assistanee payments to the
owner and to pay the PHA for HUD-
aPproved administrative fees, and the
PHA.agrees to perform the duties of a
contract adminlstrator.

AgreemenG (Agreement to Enter Into
Housing Assistance Payments Con-
tract) The Agreement between the
owner and the contract administrator
which provides that, upon satisfactory
completion of the project in accord-
ance with the HUD-approved final
proposal, the administrator wiil enter
into the Contract with the owner.

AAocation area A municipality,
county, one or more Indian areas, or
group of contiguous municipalities or
counties identified by HUD or in an
apProved Areawide Housing Opportu-
nitY Plan for the purpose of allocating
housing assistance to support eco-

. nomieally feasible housing projects.
. Annual income. As defined in Part
813 of this chapter.

Assisted unit. A dwelling unit eligi-
ble for assistance under a Contract.

Contract. (Housing Assistance Pay-
ments Contract) The Contract entered
into by the owner and the contract ad-
ministrator upon satisfaotory comple-
tion of the project, which sets forth
the rights and duties of the parties
with respect to the project and the
payments under the Contract.

Contract Administrator. The entity
which enters into the Contract with
the owner and is responsible for moni-
toring performance by the owner. The
contract administrator is a PHA in the
case of private-owner/PHA projects,
and HUD in private-owner/HUD and
PHA-owner/HUD projects.

Contract Rent The total amount of
rent sPecified in the Contract as pay-

24 CFR Ch. Vlll (4-1-90 Edition)

able by HUD and the tenant to the
owner for an assisted unit. In the case
of the rental of only a manufactured
home space, "contract rent" is the
total rent specified in the Contract as
payable by HUD and the tenant to the
owner for rental of the space, includ-
ing fees or charges for management
and maintenance services with respect
to the spaoe, but excluding utility
charges for the manufaetured home.

Decent, safe•and sanitary. Housing Is
deoent, safe and sanitary at project
completion if the dwelling units and
related facilities are accepted by HUD
as meeting the requirements of the
Agreement. Housing continues to be
decent, safe and sanitary if it is main-
tained in a condition substantially the
same as at the time of acceptance.

Elderly Family. As defined in Parts
812 and 813 of this chapter.

Fair Market RenG HUD's determina-
tion of the rents, including utilities
(except telephone), ranges and refrig-
erators,.parking, and all maintenance,
management and other essential hous-
ing services,.which would be required
to obtain, in a particular market area,
privately developed and owned, newly
constructed rental housing of modest
design with suitable amenities. In the
case of manufaotured home spaces,
Fair Market Rent is HUD's determina-
tion of the rents that would be re-
quired to obtain, in a particular
market area, privately developed and
owned spaces of modest design in
newly constructed manufactured
home parks, Including maintenance
and management services with respect
to the space, but excluding utiiity
charges for the manufactured home.

Famtly (eligible family). As defined
in Part 812 of this chapter.

Final proposaL The detailed descrip-
tion of a proposed project to be assist-
ed under this part, which an owner
submits after selection of the prelimi-
nary proposal, except where a prelimi-
nary proposal is not required under
§ 880.303(c). (The final proposal be-
comes an exhibit to the Agreement
and is the standard by which HUD
judges acceptable construction of the
project.)

Gross Rent. As defined in Part 813 of
this chapter.
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Household type. The three house-
hold types are (1) elderly and handi-
capped, (2) family, and (3) large
family.

Housing Assistance Payment The
payment made by the contract admin-
istrator to the Owner of an assisted
unit as provided in the Contract.
Where the unit is leased to an eligible
FamSly, the payment is the difference
between the Contract Rent and the
Tenant Rent. An additional payment
is made to the Family when the Utili-
ty Allowance is greater than the Total
Tenant Payment. In the case of a
Family renting only a manufactured
home space as provided in 1880.202(J).
the Housing Assistance Payment Is the
difference between the Gross Rent
and the Total Tenant Payment, but
such payment may not exceed the
Contract Rent for the space, and no
additional payment is made to the
Famlly. A Housing Assistance Pay-
ment, known as a "vacancy payment",
may be made to the Owner when an
asslsted unit is vacant, in accordance
with the terms of the Contract.
Housins Assistance Ptan. A housing

plan which is submitted by a unit of
general local government and ap-
proved by HUD as being aeoeptable
under the standards of 24 CFR, Part
570.

Housing type. The three housing
types are new construction, rehabilita-
tion, and existing housing.

HUD. The Department of Housing
and Urban Development.

Independent Public AccountanG A
Certified Public Accountant or a li-
censed or registered public accountant,
having no business relationship with
the owner except for the performance
of audit, systems work and tax prepa-
ration. If not certified, the Independ-
ent Public Accountant must have been
licensed or registered by a regulatory
authority of a State or other politioal
subdivlston of the United States on or
before December 31, 1970. In States
that do not regulate the use of the
title "public aceountant; " only Certi-
fied Public Accountants may be used.

Lower fncome Family. As defined in
Part 813 of this chapter.

New Communities. New conununity
developments approved under Title IV
of the Housing and Urban Develop-

40-081 o-su-a
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ment Act of 1988 and Title VII of the
Housing and Urban Development Act
of 1970.

NOFA. (Notification of Fund Avail-
abllity) The notice published by HUD
announcing the avatlability of con-
tract authority for housing assistance
and invithig the submission of propos-
als.

Owner. Any private person or entity
(including a cooperative) or a public
entity which qualifies as a PHA,
having the legal right to lease or sub-
lease newly constructed dwelling units
assisted under this part. The term
owner also includes the person or
entity submitting a proposal under
this part.

PartiaRy-assisted Project A project
for non-elderly families under this
part which includes more than 50
units of which 20 percent or fewer are
assisted.

PHA. (Public Housing Agency) Any
State, county, municipality or other
govermnental entity or public body (or
agency or instrumentality thereof)
which Is authorized to engage in or
assist in the development or operation
of housing for lower-income families.

PHA-Owner/HUD PraJect. A proJect
under this part which is owned by a
PHA. For this type of project, the
Agreement and the Contract are en-
tered into by the PHA, as owner, and
HUD, as contract sdministrator.

Preliminary proposal. The applica-
tion describing a proposed proJect
under this part which an owner sub-
mits in response to a NOFA in order to
be selected for housing assistance.

Private-Owner/HUD Pro)ecG A proj-
ect under this part which is owned by
a private owner. For this type of proj-
ect, the Agreement and Contract are
entered into by the private owner, as
owner, and HUD, as contract adminis-
trator.

Private-Owner/PHA Project A proj-
ect under this part which is owned by
a private owner. For this type of proj-
ect, the Agreement and Contract are
entered into by the private owner, as
owner, and the PHA, as contract ad-
miniatrator, pursuant to an ACC be-
tween the PHA and HUD. The term
also covers the situation where the
ACC Is with one PHA and the owner Is
another PHA.
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Project Account, A specifically iden-
tified and segregated account for each
project which Is established In accord-
ance with g880.503(b) out of the
amounts by which the maximum
annual commitment exceeds the
amount actually paid out under the
Contract or ACC, as appllcable, each
year.

Rent In the case of an assisted unit
in a cooperative project, rent means
the carrying eharges payable to the
cooperative with respect to occupancy
of the unit.

Replacement cost. The estimated
construction cost of the project when
the proposed improvements are com-
pleted. The replacement cost may in-
clude the land, the physical improve-
ments, utilities withln the boundaries
of the land, architect's fees, and mis-
cellaneous charges incident to con-
struction as approved by the Assistant
Secretary.

Secretary. The Secretary of Housing
and Urban Development (or designee).

8mad1 Pro.9ect. A project for non-el-
derly families under this part which
includes a total of 50 or fewer (assisted
and unassisted) units.

Tenant Rent. The monthly amount
defined in, and determined In accord-
ance with Part 813 of this chapter.

Total Tenant PaymenG The monthly
amount defined in, and determined in
accordance with Part 813 of this chap-
ter.

Utility allowance As defined in Part
813 of this chapter, made or approved
by HUD.

Utility reimbursement.. As defined in
Part 813 of this chapter.

Vacancy payment The honsing as-
sistance payment made to the owner
by the contract administrator for a
vacant assisted unit if certain condi-
tions are fulfilled as provided in the
Contract. The amount of the vacancy
payment varies with the length of the
vacancy period and Is less after the
first 60 days of any vacancy.

Very Low-income Family. As defined
in Part 813 of this chapter.

(44 FR 59410. Oct. 15, 1979, as amended at
45 PR 18929, Mar. 24, 1980; 48 PR 12703.
Mar. 28. 1983; 49 FR 6714, Feb. 23, 1984; 49
FR 17449. Apr. 24, 1984; 49 PR 19943. May
10, 1984)
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0 880.202 Project eligibility.
(a) For purposes of this part, "new

construction" refers to (1) housing for
which construction starts after execu-
tion of the Agreement, or (2) housing
which is already under construction
when the Agreement is executed pro-
vided that:

(ll At the date of application to
HUD, a substantial amount of con-
struction (generally at least 25 per-
cent) remains to be completed;

(ll) At the date of application to
HUD, the project eannot be completed
and occupied by eligible familles with-
out assistance under this part; and

(iif) At the time construction was ini-
tiated, all parties reasonably expected
that the project would be completed
and occupied without assistance under
this part.

(b) The Section 8 new construction
program is for rental housing only.
Cooperatives are considered rental
housing rather than owner-occupied
housing for purposes of this part. No
assistance will be provided for any
unit occupied by an owner, except as
provided In paragraph (j) of this sec-
tion.

(c) The types of new construction
rental housing which can be assisted
under this part include;

(1) Single-famiiy houses, manufac-
tured homes (as provided in paragraph
(j) of this section) and multifamily
structures; and (2) housing designed
for the elderly, disabled or handi-
capped.
(d) High-rise elevator projects for

families with children are prohibited
unless HUD determines that there Is
no practical alternative.

(e) High-rise elevator projects for
the elderly may be approved only if
HUD determines that high-rise con-
struction is appropriate after taking
Into account land costs, safety and se-
curity factors.

(f) Projects for non-elderly families
are required, where practicable, to
have at least 5 percent of the housing
units designed and accessible to the
physically handicapped.

(g) Housing assisted under other
provisions of the U.S. Housing Act of
1937, such as public housing assisted
with annual contributions under Sec-
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tions 5 and 9 of the Act, is not eligible
for assistance under this part. Tax ex-
emption under Section 11(b) of the
Act is not considered assistance for
this purpose.

(h) Converslons of new construotion
projects under the Section 23 Leased
Housing Program to the Section 8 pro-
gram will be permitted, where appro-
priate, provided that the Section 23
project qualifies as new construction
under paragraph (a) of this section
and that all parties, including HUD,
agree.

(i) No proposal for housing under
this part may be approved unless the
requirements of 24 CFR Part 791, im-
plementing Sections 213 (a), (b) and
(c) of the Housing and Community De-
velopment Act of 1974, as amended,
concerning review and comment by
units of general local government,
have been satisfied. (See
$ 880.306(c)(1).)

(j) Units in newly constructed manu-
factured home parks are eligible for
assistance under this part. Such assist-
ance may be provided with respect to
the rental of a new manufactured
home and the space on which It is lo-
cated, or, where a manufactured home
is owned by an eligible family, with re-
spect to the rental of the space alone
(including a space in a cooperative).

144 FR 59410. Oct. 15, 1979, aa amended at
48 FR 12703, Mar. 28, 1983; 49 FR 17449,
Apr. 24, 19841

0 880.203 Fair market rente.
(a) Fair Market Rents are HIID's de-

termination of the rents, including
utilities (except telephone), ranges
and refrigerators, parking, and all
maintenance; management and other
essential housing services, which
would be required to obtain, in a par-
ticular market area, privately devel-
oped and owned, newly constructed
rental housing of modest design with
suitable amenities. In the case of man-
ufactured home spaces, Fair Market
Rent is HIID's determination of the
rents that would be required to obtain,
in a particular market area, privately
developed and owned spaoes of modest
design in newly constructed manufac-
tured home parks, including mainte-
nance and management services with
respect to the space, but excluding

§ 880.204

utility charges for the manufactured
home.

(b) Separate Fair Market Rents are
established by unit size (number of
bedrooms), basic structure type (de-
tached, semi-detaahed/row, walk-up
and elevator apartments) and occu-
pant group (non-elderly family and el-
derly family, including handicapped)
for individual market areas.

(c) The Fair Market Rents for (1)
dwelling units designed for the elderly,
disabled or handicapped are those for
the appropriate size units, not to
exceed 2-bedrooms for the elderly,
multiplied by 1.05, (2) congregate
housing dwelling units are the same as
for non-congregate units, and (3) man-
ufactured home spaces are 125 percent
of the Fair Market Rents for Section 8
Existing manufactured home spaces.

(d) Fair Market Rents wlll be estab-
lished by HUD and will be published
in the FsoESet Rxcrsrsa in accordance
with Part 888 of this chapter. Revi-
sions for one or more market areas
may be initiated by HIII) at any time
and may be published as market condi-
tions dictate.

L44 FR 59410, Oct. 15. 1979, as amended at
48 FR 12703, Mar. 28, 1983; 49 FR 17449.
Apr. 24. 1984; 50 FR 38794, Sept. 25, 1988]

@ 880.204 Lbnitations on contract rents,
replecement costs and amenitiee.

(a) Pur7lose and applicabUity of iim-
itations. The purpose of the Section 8
program is to assist lower-income fam-
ilies In renting decent, safe and sani-
tary housing of modest design with
suitable amenities. This section sets
limitations on the contract rents, re-
placement costs and amenities of
projects constructed under this part.
These limitations are intended to
permlt production of suitable housing
without excessive costs, design fea-
tures or amenities.

(b)(1) Limitation on contract rents
The contract rents for a project
through cost certification at comple-
tion must be within both of the follow-
ing limitations:

(i) Fair market rent. The contract
rent plus any utility allowance for the
unit must not exceed the Fair Market
Rent in effect at the time of process-
ing. The published Fair Market Rents
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wll1 reflect a trended rent in order to
allow for the period of construction as
stated in the publication. If the sched-
uled construction time for a projectls
less, an appropriate reduction will be
made In determining the approvable
contract rent. The contraot rent plus
utility allowance may exceed the ap-
plloable Fair Market Rent under spe-
cial circumstances or if needed to im-
plement a local Housing Asslstance
Plan:

(A) By up to 10 percent with the ap-
proval of the HUD field office manag-
er, or
(B) Exceptin the case of the rental

of a manufactured home space only,
by up to 20 percent with the approval
of the Assistant Secretary.

(li) Rent reasonableness. The con-
tract rent must be reasonable. Con-
tract rents will be considered reasona-
ble only under the following condi-
tions:

(A) When IiUD determines that the
rents compare reasonably to or are
below the rents of unassisted units of
s1m11ar age, design and location which
provide comparable amenities and
services; or

(B) Rents may exceed those deter-
mined by market comparison by no
more than 20 percent (10 percent for
the rental of manufactured home
spaces only) only in cases where war-
ranted by cost and expense estimates
provided by the owner at final propos-
al and cost certification at completion,
as specified in 11880.308 and 880.405;
or

(C) For small projects and partfally
assisted projects, the rents may exceed
the comparable rents by up to 10 per-
cent without the cost justlfication set
forth in paragraph (b)(1)(fiXB) of this
section.

(2) Limitation on contract rent in-
creases. Between selection of the Fre-
liminary Proposal and cost certifica-
tion at completion, Increases In con-
tract rents may be made only with
HUD approval within the Fair Market
Rent and rent reasonableness limita-
tions established pursuant to para-
graph (b)(1),and only to reflect the
amount necessary to cover:

(i) Design changes required by HUD
or the State or local government;

24 CFR Ch. Vlll (4-1-90 Edition)

(11) Changes In financing approved
by HUD; or

(iii) Unforeseen factors (e.g., strikes,
weather delays, delays caused by local
government, substantial errors by
B:()D in the original processing which
would otherwise result in serious In-
equities, and acts of God) determined
by HUD to be beyond the owner's con-
trol.
All requests for increases in contract
rents under this paragraph (b)(2) shall
be submitted to the field office for
review as soon as the need for the in-
crease becomes apparent. After cost
certification at completlon, contract
rents may be increased only by adjust-
ments in accordance with §880.609.
This paragraph does not apply to any
project where the Agreement was en-
tered Into before October 1, 1981.

(c) Limitation on Replacement
Costs. (1) No proposal for a project to
be assisted under this part will be se-
lected or approved by IiUD, and no
Agreement may be executed for a
project, with an estimated replace-
ment cost greater than the following
limits plus any additional cost not at-
tributable to dwelllng use to the
extend approved by HUD. The limits
applicable to the part of the project
attributable to dwelling use, as deter-
mined by HUD, are as follows:

(ll The basic limits are:
(A) $23,720 per dwelling unit with-

out a bedroom;
(B) $27,129 per dwelling unit with

one bedroom;
(C) $32,983 per dwelling unit with

two bedrooms;
(D) $42,217 per dwelling unit with

three bedrooms; and
(E) $41,032 per dwelling unit with

four or more bedrooms.
(ii) Where necessary to compensate

for the higher costs incident to con-
struction of elevator type structures of
sound standards of construction and
design, HUD may increase the limits
provided In paragraph (c)(1)(i) of this
section, not to exceed:
(A) $24,962 per dwelling unit with-

out a bedroom;
(B) $28,614 per dweIling unit with

one bedroom;
(C) $34.795 per dwelling unit with

two bedrooms;
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(D) $45,011 per dwelling unit with
three bedrooms; and

(E) $49,409 per dwelling unit with
four or more bedrooms.

(iii) For any market area where cost
levels so require, the Assistant Secre-
tary may hicrease, at the request of
the field office, the dollar amount
lfmits set forth in paragraphs (c)(1) (1)
and (ii) of this section by an amount
not to exceed 75 percent.

(iv) If the Assistant Secretary finds
that, because of high costs, it Is not
fessible to construct dwellings In
Alaska, Guam, or Hawaii without the
sacrifice of sound standards of con-
struction, design, and l(vability within
the limits in paragraphs (c)(1) (i) and
(li), of this section, the principal
amount of the replacement cost limits
may be increased by amounts as are
necessary to compensate for addltlonal
costs, but not to exceed the maximum,
including high cost area increases
under paragraph (c)(1)(fii) of this sec-
tion, if any, otherwise applicable by
more than 50 percent.

(2) Except for the exemption con-
tained In paragraph (c)(3) of this sec-
tion, the Ilmitation on reDlacement
costs applies to all projects in their en-
tirety-

(3) PartiaUy-assisted Droject are
exempt from the replacement cost llm-
itatlon of this paragraph,

(4) The mortgage amount of a HIID-
insured proposal will be determined In
accordance with the limttations and
requirements of the appllcable mort-
gage insurance program.

(5) Subsequent changes to the limi-
tations on replacement costs under
paragraphs (c)(1) of this section, wlll
be made by Notlce published In the
FsotRer. Rs,crsTSa and wAl be available
on request.

(6) With respect to Agreements en-
tered into on or after October 1, 1981,
between selection of the Preliminary
Proposel and cost certifieation at com-
pletion, Increases in the HUD-ap-
proved estbnate of project replace-
ment cost are permitted only for one
or more of the reasons specified )n
paragraph (b)(2) of this section.

(d) Escess Costs. The limitation of
paragraph (c) of this section will not
prohibit the total actual cost of a proj-
ect from exceeding the limit referred

§ 800.205
to in that paragraph. However,in de-
termining or adjusting contract rents,
HIID will not take into account or give
credit for any cost which exceeds the
applicable replacement cost lhnit.

(e) Limitation on housing design
and amenities. Housing assisted under
this part shall be modest in design.
Amenities in projects assisted under
this part (except partially assisted
projects) will be limited to those
amenities, as deterroined by HIID,
which are generally provided In unas-
sisted, decent, safe and sanltary hous-
ing for lower income fami)les in the
market area. The use of more durable,
high-quality materlals to control or
reduce maintenance, repair and re-
placement costs will not be considered
an excess amenity.

(44 FR 59410, Oct. 15, 1979, as armended at
45 FR 18923, Mar. 24, 1980; 48 FR 12703,
Mar. 28. 1983; 49 FR 6714, Feb. 23. 1984; 49
FR 17449, ADr. 24, 1984)

9 880.205 Limitation on distributions.
(a) Non-profit owners are not enti-

tled to distributions of project funds.
(b) For the ]ife of the Contract,

projectfunds may only be distributed.
to profit-motivated owners at the end
of each fiscal year of project operation
following the effective date of the
Contract after all project expenses
have been paid, or funds have been set
aside for payment, and all reserve re-
quirements have been met. The first
year's distribution may not be made
until cost certification, where applica-
ble, is completed. Distributlons may
not exceed the following maximum re-
turns:

(1) For projects for elderly families,
the first year's distribution w1A be Ilm-
lted to 6 percent on equity. The Assist-
ant Secretary may provide for in-
creases In subsequent years' distribu-
tions on an annual or other basis so
that the perniltted return reflects a 6
percent return on the value in subse-
quent years, as determined by HIID, of
the approved initial equity. Any such
adjustment wfll be made by Notice In
the Feneanr, Rr.azsxea.

(2) For projects for non-elderly fami-
lies, the first year's distribution will be
limited to 10 percent on equity. The
Asslstant Secretary may provide for
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displacement and feasibility of reloca-
tion; and feasibility of the project as a
whole (including likellhood of financ-
ing and marketability). Within the
ranking for non-elderly family propos-
als, preference points will be given to
small projects and partially-assisted
projects (except partially-assisted
projects relying on permanent financ-
ing available through the Government
National Mortgage Association under
the authority of Section 305 of the Na-
tional Housing Act). Any deviation In
the ranking procedures as set forth in
this paragraph and the program hand-
book must be approved by the Assist-
ant Secretary and included In the de-
veloper's packet.

(c) Owners who submit proposals
will be notified in writing as to wheth-
er their proposals have been found not
approvable, found approvable but not
selected, or selected. Selection notifi-
cations wlll include any special condi-
tions or requirements appllcable to the
proposal. Owners who are notified of
the selection of their proposals must
notify the field office of their accept-
ance of the notification within the
thne period specified in the notifica-
tion and must submit a final proposal
by the deadline stated in the notifica,
tion unless an extension of the dead-
line is approved by the field office.
Owners of proposals found not approv-
able will be notified of the reason for
the finding. One file copy of each pro-
posal wlll be retained by the field
office. Proposals found approvable and
determined to be of high quality but
not selected will be retained by the
field office for reconsideration when
additional contract authority becomes
available in the same or subsequent
fiscai year (see § 880.302).

(d) Units of general local govern-
ment notified under § 880.306(c) wlll
be notified of the field office's decision
regarding the proposals within their
jurisdiction.

(e) When contract authority remains
available after selection of proposals
for housing for elderly familles, or
after a decision is made to reallocate
unused contract authority for housing
for non-elderly families, or additional
contract authority becomes available
due to cancellation or recapture of
contract authority for a selected pro-

24 CFR Ch. VIII (4-1-90 Edition)

posal, or due to the assignment of ad-
ditional contract authority within the
same fiscal year, the field office will
determine the allocation areas and
types of housing for which the con-
tract authority will be used in accord-
ance with 24 CFR Part 791 and pro-
ceed in accordance with 4§880.302
through 880.304.

L44 FR 59410. Oct. 15, 1979, as amended at
45 FR 18924, Mar. 24. 1980; 48 FR 20219,
June 24, 1983; 49 FR 6714, Feb. 23, 1984]

$ 880.308 Contents of final proposal.

(a) Proposals for Uninsured Projects.
Final proposals for all projects except
those requesting mortgage Insurance
will contain:

(1) Preliminary architectural draw-
ings, including site plans, landscape
plans, unit plans, general floor plans,
elevations at the prescribed scale, out-
line specifications on the prescribed
form and a listing of amenities.

(2) A statement that the documenta-
tion submitted with the preliminary
proposal as required by 3880.305 (b)
through (g) and (i) through (1) has not
changed or a statement of the
changes. In the case of special catego-
ries of projects submitted in accord-
ance with § 880.303(c), the original
documentation required by 4 880.308
(b) through (1) must be submitted.

(3) Description of the ternis and con-
ditions of construction and permanent
financing, including copies of the fi-
nancing documents and the commit-
ments for such financing from a
lender or bond underwriter, or satis- .
factory evidence that commitments
will be forthcoming before execution
of the Agreement.

(4) For proposals for projeets of five
units or more, an Affirmative Fair
Housing Marketing Plan.

(5) A statement of the marketing ac-
tivities the owner intends to take In
accordance with the requirements of
§880.601(a)(3). Such efforts might in-
clude: Participation in regional or sub-
regional application pools and clear-
inghouses; establishment of a referral
system with PHAs, other public agen-
cies and Section 8 owners/managers in
the surrounding area; and contact
with and provision of information
about the project to employers and
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their employees, labor unions, State or
areawide employment service centers
and interested community groups.

(6) Evidence of management capabil-
lty, a proposed management plan and
certification in the prescribed form, a
copy of any proposed contracts for
management services, and the pro-
posed form of lease (see § 880.606).

(7) An indication of the estimated
time for completion of the pro)ect
after the Agreement is signed and, if
the project Is to be completed in
stages, identification of the units and
the scheduled completion of each
stage.

(8) Cost estimates in the Ii(ID pre-
scribed form of the replacement cost,
operating expenses, income, and debt
service, sufficient to enable the field
office to determine the cost justified
rent, where required under
§ 880.204(b)(1)(ii). The replacement
cost may include the cost to the owner
of relocation (except for payments to
tenants permanently relocated pursu-
ant to 4 880.209(b)(8)(ii)). The cost es-
timate must indicate and reflect any
anticipated benefits from land write-
down, tax abatement, favorable fi-
nancing terms and simIIar savings.

(b) Proposals for Insured Projects.
(1) For projects requiring mortgage in-
surance, except special categories of
proposals which are discussed in para-
graph (bX3) of this section, the com-
plete final proposal will consist of the
application for firm commitment, plus
submissions in accordance with para•
graphs (a) (2). (5), (6) and (8) of this
section.

(2) Although it is preferable for
projects requiriAg mortgage insurance
to proceed directly from preliminary
proposal to the application for firm
commttment/final proposal stage, an
owner may elect to submit an applica-
tion for SAMA or conditional commlt-
ment first. In these cases, no addition-
al documentation other than that nor-
mally submitted for the mortgage in-
surance proeessing stage is required.
SAMA letters or conditional commit-
ments Issued for mortgage-insured
projects which are infeasible without
Section 8 assistance will be condi-
tioned upon the subsequent review
and approval of the application for
firm commitment/final proposal.

§ 880.309

(3) In the case of special categories
of proposals submitted in accordance
with § 880.303 which are requesting
mortgage Insurance, the first proposal
may be an application for conditional
or firm commitment plus the proposed
form of lease, appl[cable information
on staging, if any, and the documenta-
tion required by ¢ 880.305 (f), (g), (h),
(i) (with respect to possible conflicts of
interest), (k) and (1).

[44 PR 59410, Oct. 15, 1979, as amended at
45 FR 18924, Mar. 24, 1980; 48 FR 12704,
Mar. 28• 1983: 49 FR 17449. Apr. 24, 19841

0 880.309 Review of final proposals.

(a) Ail final proposals will be re-
viewed for compliance with program
policies and standards. Material devi-
ations from the preliminary proposal
will be reviewed and may cause relea
tion of the proposal.

(1) Preliminary architectural draw-
ings will be reviewed for compliance
with amenity standards. In addition,
HUD reserves the right to review for
conformance with the IiUD Minimum
Property Standards, adequacy of
design for tenant security and efficien-
cy in construction and design; howev-
er, IiUD has no obligation to do so and
any such review or non-review will not
constitute approval as to these stand•
ards.

(2) The field office will review the
projected replacement rASt to essUre
compliance with the llmltations of
$ 880.204(c) in effect at the time. The
field office will also review the pro-
posed rents to assure that the rents
are within the limitattons of
§ 880.204(b) and are cost justified,
where required under
§ 880.204(b)(1)(1i) concerning reasona-
ble rents. Cost justification at this
stage will consist of review by the field
office of the cost and expense esti-
mates to detennine whether the esti-
mates justify a need for rents above
comparable rents based on debt serv-
ice ealculation.
(3) Where the final proposal re-

quests rents higher than were ap-
proved with the preliminary proposal,
such rents may be approved only after
the review required In paragraph
(a)(2) of this section. In addition, the
field office may approve the request
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for an Increase only tf it determines,
based on doeumentatton by the owner,
that the need for increased rents is
due to:

(i) Factors beyond the owner's con-
trol which could not reasonably have
been foreseen;

(ii) Design changes approved by the
field office which are necessary be-
cause of additional requirements im-
posed by governmental agencies or
HUD: or

(iti) HUD-approved changes in the
method or terms and conditions of fi-
nancing.

(b) Each owner will be notified as to
whether the final proposal has been
approved, rejected,-or could be ap-
proved with the submission of addi-
tional information or after correction
of specified deficiencies. Notifications
of approval will indicate a deadline for
acceptance of the notification and, for
projects not requiring mortgage insur-
ance, a deadline for submission of
working drawings and architect's certi-
fications.

(44 FR 59410, Oct. 15. 1979, as amended at
48 FR 12704. Mar. 28, 1983; 49 FR 17449,
Apr. 24. 19841

§ 880.310 Submission and review of work-
ing drawings, arebitect's certification
and requested changea

(a) For projects which do not involve
mortgage insurance, the owner must
submit working drawings and specifi-
cations to the field office for review
after approval of the final proposal.
The owner must also submit an archi-
tect's certification in the prescribed
form that the drawings and specifica-
tions and proposed construction
comply with the HUD Minimum Prop-
erty Standards, local codes and Ordi-
nances, and zoning requirements. The
working drawings and specifications
will be reviewed for compliance with
amenity standards. Any project may,
at HUD's option, be reviewed for con-
formance with the HUD Minimum
Property Standards, adequacy of
design for tenant security and efficien-
cy in construction and design; howev-
er, HUD has no obligation to do so and
any such review or non-review will not
constitute approval as to these stand-
ards.

24 CFR Ch. Vill (4-1-90 Edition)

(b) Any requests for rent increases
or any material deviations from pre-
liminary or final proposal which are
submitted with the working drawings
will be reviewed in the same manner
as required in $ 880.309(a).

(c) For projects Involving mortgage
insurance, working drawings are re-
viewed as part of the review of the ap-
plicatton for finn comntitment/final
proposal.

§ 880.311 Execution of agreement (and
ACC, if applicable).

(a) After review of thc working
drawings for compliance with amenity
standards and acceptance of the archi-
tect's certification for projects not in-
volving mortgage insurance, or at the
time of initial endorsement In the case
of projects involving mortgage insur-
ance:

(1) In the case of private•owner/
HUD and PHA-owner/HUD projects,
HUD and the owner will execute the
Agreement in the form prescribed by
HUD; or

(2) In the case of private-owner/
PHA projects, HUD and the PHA will
execute the ACC In the form pre-
scribed by HUD, and thereafter the
PHA and the owner wIil execute the
Agreement in the form prescribed by
HUD, and HUD will approve tt.

(b) No Agreement will be executed
unless HUD has approved the finano-
ing for the project, including a com-
mitment from a lender for construa
tion and permanent financing at rates,
terms and conditions acceptable to
HUD, and the final proposal is in all
other respects unconditionally ap-
proved.

(c) In the case of a non-elderly
family project located In a Standard
Metropolitan Statistical Area (SMSA),
the field office wiIl promptly notify
PHAs and Community Development
Agencies in the SMSA as well as any
metropolftan-wide clearinghouse, or
fair housing organizations where there
is no metropolitan-wide clearinghouse,
of the execution of the Agreement;
the size and bedroom distribution of
the project; and the expected time of
initial marketing and occupancy. The
notification wili indicate that agencies
should inform the owner if they wish
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to be contacted by the owner for refer-
rals.

Subpart D-Consfrudion Periad and
Cost Certification

9880.401 Timeiy pertormance of work.

(a) After execution of the Agree-
ment, the owner must proceed
promptly with construction as provid-
ed in the Agreement and complete the
project within the time stated In the
Agreement. If the owner falls to start
promptly, or diligently continue or
complete construction, the contract
administrator will have the right to re-
scind the Agreement or take other ap-
propriate action.

(b) Extensions of the time may be
granted for the reasons stated In the
Agreement. However, contract rents
wlll be Increased only for the reasons
stated In $ 880.204(b)(2).

[44 FR 59410, Oct. 15, 1979, as amended at
48 FR 12704, Mar. 28, 1983; 49 FR 17449,
Apr. 24, 1984)

E 880.402 lnspections during construction.
(a) All project records will be in-

spected by HUD periodically to deter-
mine compliance with I)avis-Bacon Act
requirements.

(b) Projects which involve HUD
mortgage insurance, or another type
of financing which requtres HUD con-
struction inspection, will be subject to
the applicable inspection require-
ments.

(c) A review to determine contractor
compliance with equal opportunity re-
quirements may be conducted at any
time during the construction period.

E 880.403 [Reserved]

0 800.404 Project completion.
(a) Notification and evidence of

completion. The owner must notify
HUD and the PHA, where the PHA is
the contract administrator, when work
is completed and provide HUD with:

(1) A set of as-built drawirtgs;
(2) A certificate of occupancy and

any other official approvals necessary
foroccupancy;
(3) A certification in the prescribed

form that the project has been com-
pleted and is ready for occupapcy in

§ 880.404

accordance with the requirements of
the Agreement; and

(4) For projects where a HUD con-
struction inspection Is not required
during construction, a certification
from the inspecting architeet in the
prescribed form which states that the
project has been construoted in ac-
cordance with the certified working
drawings and specifications, HIID Min-
imum Property Standards, local codes
and ordinances, and zoning require-
ments.

(b) Revfew and inspeclion. Within
10 working days of the receipt of the
notification and evidence of comple-
tion, HUD will review the evidence of
completion for adequacy and wlll in-
spect the project to determine wheth-
er It appears that the project has been
completed in accordanoe with the
Agreement.

(c) Acceptance of the Project. (1) If
HUD determines from review and in-
spection that the project (or a stage of
the project) has been completed in ac-
cordance with the Agreement, the
project (or stage) will be accepted.

(2) If there are any items of delayed
completion which are minor Items or
which are Incomplete because of
weather conditions, and in any case
which do not preclude or affect occu-
pancy, and all other requirements of
the Agreement have been met, the
project (or stage) will be accepted. An
escrow fund determined by HUD to be
sufficient to assure completion for
ltems of delayed completion will be re-
quired, as well as a written agreement
between the contract administrator
and the owner, to be Included as an ex-
hibit to the Contract, specifying the
sehedule for completion. If the items
are not completed within the agreed
time period, the contract administra-
tor may terminate the Contract or ex-
ercise other rights under the Contract.

(3) If other deficiencies exist, HUD
will determine whether and to what
extent the deficiencies are correctable,
and whether the contract rents should
be reduced. The owner will be notified
of HIID's decision. If the parties agree,
HUD, the owner and the PHA, where
applicable, will enter lnto an agree-
ment for the correction of the defi-
ciencies. If the deficiencies are correct-
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ed within the period of time allowed,
HOD wiR accept the project.

(4) Otherwise, the project wili not be
accepted, and the owner and the PHA.
where applicable, will be notified with
a statement of the reasons for nonao-
ceptance. (However, see § 880.501(a)
for action where evidence of comple-
tion is acceptable only with respect to
physical completion of the project.)

(d) Pending Davis-Bacon Act cTaims.
If there are pending claims under the
provisions in the Agreement relating
to the payment of prevailing wage
rates, the owner will be required to
place a sufficient amount, as required
by HIID, in esorow as approved by
HUD to assure such payments. The
amount withheld may be disbursed
with HUD approval for and on ac-
count of the owner or any subcontrac-
tor to the employees to whom it is
due.

9880.405 Cost certif'ication and adjust-
ment of contract reuta

(a) Submission by owner. As soon as
possible after aoceptance of the
project by HIID, the owner will certify
the actual costs estimated under
§ 880.308(a)(8), and submit a cost certi-
fication including the certificate of an
Independent Public Accountant to
HUD in the manner and form pre-
scribed by HUD, based on the follow-
ing guidelines:

(1) Projects which involve HUD
mortgage insurance will be subject to
the cost certification requirements of
the applicable Insurance program;

(2) For projects not insured by HIID,
a simplified form of cost certification
will be completed and submitted;

(3) There will be no cost certification
submission required for projects with
rents that are equal to or less than
comparable rents or for partially as-
sisted projects or small projects except
as required by § 880.204(b)(1)(ii); and

(4) The provisions of paragraphs (a)
(2) and (3) of this section do not pre-
clude the Imposition of different cost
certification requirements appropriate
as part of project financing require-
ments (such as tax-exempt financing
under 24 CPR Part 811).

(b) HUD review. Cost certifications
required by this regulation will be sub-
ject to review by Ii[JD. As part of this

24 CFR Ch. Vlll (4-1-90 Edition)

review, the owner and/or contractor
may be required to submit additional
documentation.

(e) Reduction of Contract Rents. If
the owner's certified costs provided in
accordance with paragraph (a) of this
section, as approved by HIID, are less
than the cost estimate provided for in
; 880.308(a)(8), the contract rents will
be reduced accordingly.

(d) Reduction of Maximum Annual
Commitment. If the contract rents are
reduced under paragraph (c) of this
section, the maximum annual Con-
tract commitment (and the maximum
ACC commitment, in the case of pri-
vate-owner/PHA projects) will be re-
duced. If contract rents are reduced
based on cost certification after AAP
Contract execution, any overpayment
between the effective date of the Con-
tract and the cost certification cut-off
date shall be applied In one of the foi-
lowing ways, as determined by HUD:

(1) To advance amortization;
(2) To offset the cost of approved

capital improvements; or
(3) To be deposited in the reserve

fund for replacements.
Any overpayment after the cost certi-
fication cut-off date will be recovered
from the owner by I3UD. As used in
this paragraph, the cost certification
cut-off date is the date that the owner
selects to run Its cost for Interest,
taxes, property Insurance, and mort-
gage insurance premium, and for
which it computes its income and ex-
pense statement. This date may be no
earlier than the date HUD accepts the
project as physically compiete, and no
later than 60 days thereafter.

E44 PR 59410, Oct. 15, 1979, as amended at
48 FR, 12704, Mar. 28. 1983; 49 FR 17449,
Apr. 24, 1984; 50 PR 6342. Feb. 15, 19851

Subport E-Housing Assistance
Poyments Confrocf

® 880.501 The contract.

(a) Contract. The Housing Asaist-
ance Payments Contract sets forth
rights and duties of the owner and the
contract administrator with respect to
the project and the housing assistance
payments. The owner and contract ad-
ministrator execute the Contract in
the form prescribed by HUD upon sat-
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tsfactory completion of the project. If
the field office finds that the evidence
of completion is acceptable with re-
spect to the physieal completion of
the project, Including the certificate of
occupancy and/or other official ap-
provals required for occupancy, but
the evidence of completion as required
in § 8B0.404 in other respects is not ac-
ceptable, the field office will, upon re-
quest by the owner, execute or ap-
prove the execution of the Contract.
In such case, however, until the re-
maining evidence of completion is sub-
mitted to and found acceptable by the
field offtce:

(1) The contract rent for the pur-
pose of computing housing assistance
payments with respect to any unit will
be the monthly amount of the debt
service on the permanent obligations
attributable to the unit; and

(2) Rent-up and occupancy will be
subject to such conditions as the field
office may require.

(b) Effective date of Contruct. The
effective date of the Contract may be
earlier than the date of execution, but
no earlier than the date HUD inspects
and aCCepts the prejeet, except as pro-
vided in paragraph (a) of this section.

(c) Housing Assistance Payments to
Owners under the ContracG The hous-
ing assistance payments made under
the Contract are:

(1) Payments to the owner to assist
eligible families leasing assisted units,
and

(2) Payments to the owner for
vacant assisted units ("vacancy pay-
ments") if the conditions specified in
§ 880.610 are satisfied.
The housing assistance payments are
made monthly by the contract admin-
istrator upon proper requisition by the
owner, except payments for vacancies
of more than 60 days, which are made
semi-annually by the contract admin-
istrator upon requisition by the owner.

(d) Amount of Housing Assistance
Payments to Owner. (1) The amount
of the housing assistance payment
made to the owner of a unit being
leased by an eligible family is the dif-
ference between the contract rent for
the unit and the tenant rent payable
by the family. 2

(2) A housing assistance payment
will be made to the owner for a vacant

§ 880.502

assisted unit in an amount equal to 80
percent of the contract rent for the
first 60 days of vacancy, sub)ect to the
conditions in § 880.611. If the owner
collects any tenant rent or other
amount for this period which, when
added to this vacancy payment, ex-
ceeds the contract rent, the excess
must be repaid as RIID directs.

(3) For a vacancy that exceeds 60
days, a housing assistance payment for
the vacant unit will be made, subject
to the conditions in 1880.611, in an
amount equal to the principal and in-
terest payments required to amortize
that portion of the debt attributable
to the vacant unit for up to 12 addi-
tional months.

(e) Payment o1 Utility Reimburse-
men4 Where applicable, the Utility
Reimbursement will be paid to the
Family as an additional Housing As-
sistance Payment. The Contract will
provide that the Owner will make this
payment on behalf of the contract ad-
ministrator. Funds will be paid to the
Owner in trust solely for the purpose
of making the additional payment. If
the Family and the utility company
consent, the Owner may pay the Utili-
ty Relmbursement jointly to the
Famlly and the utility company or di-
rectly to the utility company.

[44 FR 59410, Oct. 15, 1979, as amended at
49 FR 19943, Mey 10, 19847

!} 880.502 Term of contract

(a) Term. (ezcept for Manufactured
Home Parks). The term of the con-
tract will be as follows:

(1) For assisted units in a pro]ect fi-
nanced with the aid of a loan insured
or co-insured by the Federal govern-
ment or a loan made, guaranteed or in-
tended for purchase by the Federal
government, the term will be 20 years.

(2) For assisted units in a pro,iect fi-
nanced other than as described in
paragraph (a)(1) of this section, the
term will be the lesser of (i) the term
of the project's financing (but not less
than 20 years), or (ii) 30 years, or 40
years if (A) the pro,iect is owned or fi-
nanced by a loan or loan guarantee
from a state or local agency, (B) the
project is intended for occupancy by
non-elderly famiiies and (C) the proj-
eetis located in an area designated by
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§ 880.602

0 880.602 Replacement reserve. .
(a) A replacement reserve must be

established and maintained in an in-
terest-bearing account to aid in fund-
ing extraordinary maintenance and
repair and replacement of capital
items.

(1) An amount equivalent to .006 of
the cost of total structures, including
main buildings, accessory buildings,
garages and other buildings, or any
higher rate as required by HUD from
time to time, will be deposited in the
replacement reserve annually. This
amount will be adjusted each year by
the amount of the automatic annual
adjustment factor.

(2) The reserve must be built up to
and maintained at a level determined
by HUD to be sufficient to meet pro-
jected requirements. Should the re-
serve achieve that level, the rate of de-
posit to the reserve may be reduced
with the approvai of HUD.

(3) All earnings including interest on
the reserve must be added to the re-
serve.

(4) Funds will be held by the mort-
gagee or trustee for bondholders, and
may be drawn from the reserve and
used only in accordance with HIIn
guidelines and with the approval of, or
as directed by, H1lD-

(b) Partially-assisted projects are
exempt from the provisions of this sec-
tion.

(c) In the case of HUD-insured
projects, the provisions of this section
will apply instead of the otherwise ap-
plicable mortgage insurance provi-
sions, except in the case of partially-
assisted insured proleots which are
subject to the applicable mortgage in-
surance provisions.

8880.603 Selection and admission of as.
sisted tenants.

(a) AppEtcatton. The owner must
accept applications for admission to
the proJect in the form prescribed by
HUD. Both the owner (or designee)
and the applicant must complete and
sign the application. On request, the
owner must furnish copies of all appli-
cations to HUD and the PHA, if appli-
cable.

(b) Determination oJ eligibility and
selection of tenants. The owner is re-
sponsible for determining whether the

24 CFR Ch. VIII (4-1-90 Edition)

applicant is eligible, in accordance
with parts 812 and 813 of this chapter,
and part 750 of chapter VII. The
owner is also responsible for the selec-
tion of families, including giving a
Federal selection preference in accord-
ance with f 880.613.

(1) Local residency requirements are
prohibited. Local residency prefer-
ences may be applied in selecting ten-
ants only to the extent that they are
not inconsistent with affirmative fair
housing marketing objectives and the
owner's HQD-approved Affirmative
Fair Housing Marketing Plan. With
respect to any residency preference,
persons expected to reside in the com-
munity as a result of current or
planned employment will be treated as
residents.

(2) If the owner determines that the
family is eligible and is otherwise ae-
ceptable and units are available, the
owner will assign the famlly a unit of
the appropriate size in accordance
with HUD standards. If no suitable
unit is available, the owner will place
the family on a waiting list for the
project and notify the family of when
a suitable unit may become available.
If the waiting list Is so long that the
applicant would not be likely to be ad-
mitted for the next 12 months, the
owner may advise the applicant that
no additional applications are being
accepted for that reason, except that
the owner may not refuse to place an
applicant on the waiting list if the ap-
plicant is otherwise eligible for assist-
ance and elaims that he or she quali-
fies for a Federal preference as provid-
ed in ¢ 880.613(c)(2), unless the owner
determines, on the basis of the
number of applicants who are already
on the waiting list and who claim a
Federal preference, and the anticipat-
ed number of admissions to the
project, that-

(i) There is an adequate pool of ap-
plicants who are likely to qualify for a
Federal preference and

(ii) It is unlikely that, on the basis of
the owner's system for applying the
Federal preferences, the preferenee or
preferences that the applicant claims,
and the preferences claimed by appli-
cants on the waiting list, the applicant
would qualify for admission to the
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proJect before other applicants on the
walting list.

(3) If the owner determines that an
applicant is ineligible on the basis of
income or family composition, or be-
cause of failure to meet the disclosure
and verification requirements for
Social Security Numbers (as provided
by 24 CFR part 760), or that the
owner Is not selecting the applicant
for other reasons, the owner will
promptly notify the appllcant in writ-
ing of the determination and its rea-
sons, and that the applicant has the
right to meet with the owner or man-
aging agent In accordance with HIID
requirements. Where the owner is a
PFIA, the applYcant may request an in-
formal hearing. If the PHA deter-
mines that the applicant is not eligi-
ble, the PHA will notify the applicant
and infonn the applicant that he or
she has the right to request HUD
review of the PHA's determination.
The apphcant may also exercise other
rights if the applicant believes that he
or she Is being discriminated against
on the basis of race, color, creed, reli-
gion, sex, or national origin. The infor-
mal review provisions for the denial of
a Federal preference under 1880.613
are contained in paragraph (k) of that
section.

(4) Records on applicants and ap-
proved eligible families, which provide
racial, ethnic, gender and place of pre-
vious residency data required by HUD,
must be maintained and retained for
three years.

(c) Reexamination oJ'Family income
and comloosition-(1) Regular reezam-
inations. The owner must reexamine
the income and composition of all
familfes at least every 12 months.
Upon verification of the information,
the owner must make appropriate ad-
justments in the Total Tenant Pay-
ment in accordahce with part 813 of
this chapter and determine whether
the family's unit size Is still appropri-
ate. The owner must adjust Tenant
Rent and the Housing Assistance Pay
ment to reflect any change in Total
Tenant Payment and must carry out
any unit transfer required by HUD. At
the time of the annual reexamhiation
of family income and composition, the
owner must require the family to meet
the disclosure and verification require-

ments for Social Security Numbers, as
provided by 24 CPR part 750.

(2) Interim ree.iaminattons. The
fanilly must comply with provisions in
its lease regarding interhn reporting of
changes in income. If the owner re-
ceives information concerning a
change in the family's income or other
circumstances between regularly
scheduled reexaminations, the owner
must consult with the family and
make any adiustments determined to
be appropriate. Any change in the
family's income or other circum-
stances that results In an adjustment
to the Total Tenant Payment, Tenant
Rent, and Housing Assistance Pay-
ment must be verified. See 24 CPR
750.10(d)(2)(i) for the requirements
for the disclosure and verification of
Social Security Numbers at interim re-
examinatfons involving new family
members.

(3) Continuation oJ housing assist-
ance payments. A family's eligibility
for Housing Assistance Payments con-
tinues until the Total Tenant Pay-
ment equals the Gross Rent. The ter-
mination of eligibility at such point
will not affect the family's other
rights under its lease, nor will such
termination preclude the resumption
of payments as a result of later
changes in income, rents, or other rel-
evant circumstances during the term
of the Contract. However, eligibility
also may be terminated in accordance
with HUD requirements for such rea-
sons as failure to submit requested
verification information, including
failure to meet the disclosure and veri-
ficatfon requirements for Social Secu-
rity Numbers, as provided by 24 CFR
part 750.
(Approved by the Office of Management
and Budget under control number 2502-
0204)
144 FR 59410, Oct. 15, 1919, as amended at
49 FR 19943, May 10, 1984; 49 FR 26718,
June 29, 1984; 51 Pn. 11224, Apr. 1. 1986; 53
FR 846, Jan. 13, 1988; 53 FR 1145, Jan. 15,
1988; 53 FR 6601, Mar. 2, 1988; 64 FR 39702,
Sept. 27, 19891

!3 880.604 Tenant rent.

The eligible Family pays the Tenant
Rent directly to the Owner.

(49 FR 19943, May 10, 19841
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§ 880.609

agreements and meetings in a tenant
file for inspection by the contract ad-
ministrator. The procedures of this
paragraph do not preclude the family
from exercising its rights under State
and local)aw.

(f) If the security deposit, including
any accrued interest, is insufficient to
reimburse the owner for any unpaid
tenant rent or other amount which
the family owes.under the lease, and
the owner has provided the fanilly
with the list requlred by paragraph
(d)(2) of this.section, the owner may
:claim reimbursement from FIUD or
the PHA, as appropriate, for an
amount not to exceed the lesser of:

(1) The amount owed the owner, or
(2) • One month's contract rent,

minus the amount of the security de-
posit plus accrued interest. Any reim-
bursement under this section will be
applied firsttoward any unpaid tenant
rent due under the lease. No reim-
bursement may be claimed for unpaid
rent for the period-after termination
of the tenancy.

(44 FR. 69419, Oct. 15. 1979, as amended at
49 FR 19943, May 10, 19841

9 880.609 Adjustment of contract rents.
(a) Automatic annual adjustment oj

Contract Rents. Upon request from
the owner to the contract administra-
tor, contract rents wlll be adjusted on
the anniversary date of the contract in
accordance with 24 CFR Part 888.

(b) Speetal addttfonal ad,fustments,
For all projeets, speolal additional ad-
justments wlll be granted, to the
extent determined necessary by IiUD,
to reflect increases in the actual and
necessary expenses of owning and
maintaining the assisted units which
have resulted from substantial general
increases in real property taxes, as-
sessments, utility rates, and utilities
not covered by regulated rates, and
which are not adequately oompensated
for by annual adjustments under palar
graph (a) of this section. The owner
must submit to the oontract adminis-
trator required supporting data, finan-
cial statements and certifications.

(o) Overall limttation. Any adjust-
ments of contract rents for a unit
after Contract execution or cost certi-
fication, where applicable, must not
result in material differences between

24 CFR Ch. Vlll (4-1-90 Edition)

the rents charged for assisted units
and comparable unassisted units
except to the extent that the differ-
ences existed with respect to the con-
tract rents set at Contract execution
or cost certif)cation, where applicable.

§ 880.610 Adjustment of utility allowancea

In connection with annual and spe-
cial adjustments of oontract rents, the
owner must submit an analysis of the
projeot's Utility Atlowances. Such data
as changes in utility rates and other
facts affecting utility consumption
should be provided as part of this
analysis to permit appropriate adjust-
ments in the Utility Allowances. In ad-
dition, when approval of a utility rate
change would result in a cumulative
increase of 10 percent or more in the
most recently approved Utility Allow-
ances, the project owner must advise
the contract administrator and re-
quest approval of new Utility Allow-
ances. Whenever a Utility Allowance
for a unit Is adjusted, the owner will
promptly notify affected families and
make a corresponding adjustment of
the tenant rent and the amount of the
housing assistance payment for the
unit.

(Approved by the Office of Management
and Budget under control number 2502-
0161)
[BO FR. 39097, Sept. 27, 19851

§ 880.611 Conditions for receipt of vacan-
cy payments.

(a) GeneraL Vacancy payments
under the Contract will not be made
unless the conditions. for receipt of
these housing assistance payments set
forth in this section are fulfilled.

(b) Vacancies during Rent-up. For
each assisted unit that is not leased as
af the effective date of the Contract,
the owner is entitled to vacancy pay-
ments In the amount of 80 percent of
the contract rent for the first 60 days
of vacancy if the owner:

(1) Conducted mariceting in accord-
ance with $ 880.601(a) and otherwise
complied with 1880.601;
(2) Has taken and continues to take

all feaslble actions to fill the vacancy;
and
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(3) Has not rejected any eligible ap-
plicant except for good cause accepta-
ble to the contract administrator.

(c) Vacancies after Rent-Up. If an el-
igible family vacates a unit, the owner
is entitled to vaeancy payments In the
amount of 80 percent of the contract
rent for the first 60 days of vacancy if
the owner

(1) Certifies that he did not cause
the vacancy by violating the lease, the
Contract or any applicable law;

(2) Notified the contract administra-
tor of the vacancy or prospective va-
aanoy and the reasons for the vacancy
immediately upon leearning of the va-
oancy or prospective vacancy;

(3) Has fulfilled and continues to
fulfill the requirements specified in
§ 880.801(a) (2) and (3) and paragraph
(b) (2) and (3) of this section; and

(4) For any vacancy resulting from
the owner's eviction of an eligibie
family, certifies that he has complied
with 1880.607.

(d) Vacancies Jor longer than 60
days. If an assisted unit continues to
be vacant after the 80-day period spec-
ified In paragraph (b) or (c) of this sec-
tion, the owner may apply to receive
additional vacancy payments in an
amount equal to the principal and In-
terest payments required to amortize
that portion of the debt service attrib-
utable to the vacant unit for up to 12
additional months for the unit ff:

(1) The unit was in decent, safe and
sanitary condition during the vacancy
period for which payments are
claimed:

(2) The owner has fulfilled and con-
tinues to fulfill the requirements speco-
ified in paragraph (b) or (c) of this sec-
tion, as appropriate; and

(3) The owner has demonstrated to
the satisfaction of IiUD that:

(i) For the period of vacancy, the
project Is not providing the owner
with revenues at least equal to project
expenses (exclusive of depreciation),
and the amount of payments request-
ed is not more than the portion of the
deficiency attributable to the vacant
unit, and

(H) The project can achieve financial
soundness within a reasonable time.

(e) Prohibition otf double compensa-
tion for vacancies. The owner Is not
entitled to vacancy payments for

§ 880.613

vacant units to the extent he can col-
lect for the vacancy from other
sources (such as security deposits, pay-
ments under § 880.g08(f), and govern-
mental payments under other pro-
grams).

ii 880.612 Reviews during nutnagement
period.

(a) After the effective date of the
Contract, the contract administrator
will inspect the project and review lts
operation at least annually to deter-
mine whether the owner is in compli-
ance with the Contract and the asslst-
ed units are in decent, safe and sani-
tary condition.

(b) In addition, for private-owner/
PIiA projects, HIID:

(1) Wlll review the PHA's adminis-
tration of the Contract at least annu-
ally to determine whether the PHA is
in compliance with the ACC, and
(2) May independently inspect

project operations and units at any
time.

(c) Equal Opportunity reviews may
be conducted by FIUD at any time.

6 880.613 Federal selection preferences.

(a) General. (1) In selecting appli-
cants for assistance under this part,
housing owners must give preference
to applicants who are otherwise eligi-
ble for assistance and who, at the time
they are seeking housing assistance,
are involuntarily displaced, living In
substandard housing, or paying more
than 60 percent of family ineome for
rent.

(2)(1) The owner must inform all ap-
pllcants for assistance under this part
of the avaIIability of the Federal pref-
erences, and must give all applicants
an opportunity to show that they
qualify for a preference. For purposes
of this paragraph (a)(2)(i), applicants
lnclude families on any waiting list
maintained by the owner for the
project when this section is Imple-
mented or thereafter.

(ii) If the owner determines that the
notification to aIl applicants on a wait-
ing list required by paragraph (a)(2)(i)
of this section is impractlcable because
of the length of the list, the owner
may provide this notification to fewer
than all applicants on the list at any
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§ 885.1

885.730 Site and neighborhood standards.
885.735 Prohibited relationships.
885.740 Other Federal requlrements.

$ELECfION oF AFPLICATIONs AND DNBATION Or
FOND RE9ERVATION

885.750 Review of appltcatlons for fund
reservatlon.

885.155 Approval of applicatlons,
885.770 Duration of section 202 fund reser-

vation.
885.775 Transition.

DIRECf LOAN FINANCING PROCEOUREa

885.780 Submtsslon of site information.
886.800 Request for direct loan processing.
885.805 Approval of requests for direct

loan financing.
885.807 Operating cost standard.
885.810 Amount and terlns of financing.
885.812 Prepayment of loans.
885.816 Requlrements prior to initlal loan

closing.
885.816 Requlrements for awarding con-

struction contracts.
885.820 Loan disbursement procedures
885.825 Completion of cost certifieation.

PROJEOr AssI6TANCE CONTRACT

885.900 Project Asslstance Contract.
885.905 Term of PAC.
885.910 Maximum annual commitment and

proiect account.
885.915 Leasing to eligible famOfes.
885.920 PAC administration.
885.925 Default by Borrower.
885.930 Notice upon PAC expiration.

PROJECT MANACEpr6NT

885.940 Responsib8lties of Borrower.
885.945 Replacement reserve.
885.950 Selection and admission of tenants.
885.955 Obligations of the family.
885.980 Overcrowded and underoccupled

units.
885.985 Lease requirements.
885.970 Terminatlon of tenancy and modi-

fication of lease.
885.972 Securlty deposits.
885.975 Adjustment of rents.
885.980 Adjustment of utnity aliowances.
885.985 Conditlona for receipt of vacancy

payments for asslsted units.
AFPENDI% A TO PART 885-HANDICAPPEO

PEEBON OR INDIVIDDAL

AuTNoarrv: 8ec. 202. Housmg Aot of 1959
(12 U.S.C. 1701q); sec. 8, United States
Housing Act of 1937 (42 U.B.C. 1437f); sec.
7(d), Department of Housing and Urban De-
velopment Act (42 U.S.C. 3535(d)).

EbITOarAI. NoTE: Nomenclature changes
affeeting this part appear at 49 FR 9714,
Feb. 23, 1984.

24 CFR Ch. Vlll (4-1-90 Edifion)

Subport A-General Poliey

$ 885.1 Purpose and policy.

(a) Purpose. The program under this
part provides direct Federal loans
under section 202 of the Housing Act
of 1959 (42 U.S.C. 1701q) for housing
projects serving elderly or handi-
capped fanillies and individuals. The
housing projects shall provide the nec-
essary services for the occupants
which may inelude, but are not limited
to: Health, continuing education, wel-
fare, informational, recreational,
homemaking, meal and nutritional
services, counseling, and referral serv-
ices, as well as transportation where
necessary to facilitate access to these
services.

(b) General policy. A loan made
under thts part shall be used to fi-
nance the oonstruction or the substan-
tial rehabilitation of projects for elder-
ly or handicapped families, or for the
acquisition with or without moderate
rehabilitation of existing housing and
related facilities for group homes for
nonelderly handicapped individuals.

(o) Applicability. (1) Subpart B of
this part applies to projects for elderly
or handicapped famtlies that receive
loans under section 202 of the Housing
Act of 1959 and housing assistanae
payments under section 8 of the
United States Housing Act of 1937. No
project for handicapped (primarily
nonelderly) families is eligible for
loans or housing assistance payments
under Part B, except under a reserva-
tion of loan and contract authority
made before October 1, 1988.

(2) Subpart C of this part applies to
projects for nonelderly handicapped
families receiving loans under section
202 and pro,jeet assistance payments
under section 202(h) of the Housing
Act of 1959. Subpart C may also apply
to projects for handicapped families
that reeeived a reservation of loan au-
thority under Subpart B under the cir-
cumstances described in § 885.775.

C54 FR 25980, June 20, 1989]

9885.6 DeFinitions.

As used In this part-
Acquisition totth or without moder-

ate rehabiiftation means the acquisi-
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tion of exlsting housing and related fa-
cilities to be used as group homes for
the nonelderly handicapped. The de-
velopment cost of such group homes
may not include moderate rehabllita-
tion costs (including expenditures for
the rehabilitation alteration, conver-
sion, or improvement of the houshig
and related facllities) in excess of 15
percent of the loan amount.

Act means section 202 of the Hous-
Ing Act of 1959, as amended 12 U.S.C.
1701q.

A/J'xl{ated entities means entities
that the field office determines to be
related to each other in such a manner
that it is appropriate to treat them as
a single entity. Such relationship shall
include any identity of interest among
such entities or their. principaLs and
the use by any otherwise unaffiliated
entities of a single Borrower or of Bor-
rowers that have any identity of inter-
est themselves or their principals.

Application means the application
for a section 202 fund reservation, in-
ciuding all required forms and exhibits
submitted in response to an invitation
for such applications, or a request for
admission to a project made by a
family on a form prescribed by HOD.

Asststant Secretary means the As-
sLStant Secretary for Housing-Federal
Housing Commtcsioner.

Borrower means a private nonprofit
corporation or a nonprofit consumer
cooperative which may be established
by the Sponsor, which w1ll obtain a
Section 202 loan and execute a mortb
gage in connection therewith as the
legal owner of the proJect. "Borrower"
does not mean a public body or the in-
strumentality of any public body. The
purposes of the Borrower must include
the promotion of the welfare of elder-
ly and/or handicapped families. No
part of the net earnings of the Bor-
rower may inure to the benefit of any
private shareholder, contributor or in-
dividual, and the Borrower may not be
controlled by or under the direction of
persons or firms seeking to derive
profit or gain therefrom. Because of
the nonprofit nature of the Section
202 program, no officer or director, or
trustee, member, stockholder or au-
thorized representative of the Borrow-
er is permitted to have any financial
Interest in any contract In connection

§ 885.5
with the rendition of services, the pro-
vision of goods or supplies, project
management, procurement of furnish-
ings and equipment, construction of
the project, procurement of the site or
other matters whatsoever.

Constractton means the erection or
substantial rehabilitation of structures
for Housing and Related Facllities. In
the case of group homes for the none)-
derly handicapped, this term also
means acquisitfon of existing housing
with moderate rehabilitation.

Development cost means the cost of
construction or substantial rehabilita-
tion of Housing and Related Facilities,
and of the land on which they are )o-
cated, Including necessary site fm-
provements and such other expenses
as may be determined by the Assistant
Secretary properly to be attributable
to the capital cost of the construction,
substaatial rehabilitation or develop-
ment of the Housing and Related Fa-
cilities. In the case of group homes for
the nonelderly handicapped. Develop-
ment Cost also means the cost of ac-
quiring existing housing and related
facilities and the cost of rehabilita-
tion, alteration, conversion or improve-
ment, including moderate rehabSlita-
tion, and the cost of the land on which
the housing and related facilities are
located.

Elderly family means:
(a) Families of two or more persons

the head of which (or his or her
spouse) is 62 years of age or older,

(b) The survlving member or mem-
bers of any family described in para-
graph (a) of this definition living in a
unit assisted under this part with the
deceased member of the family at the
time of his or her death;

(c) A single person who is 62 years of
age or older or

(d) Two or more elderly persons
living together, or one or more such
persons living with another person
who is deternilned by HUD, based
upon a licensed physician's certificate
provided by the family, to be essential
to their care or well being.

Field office means any HIID Area,
Insuring or Regional Office which is
delegated authority to process app)ica-
tions under the section 202 program.

Handicapped family means:
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§ 885.5

(a) Families of two or more persons
the head of which (or his or her
spouse) is handicapped;

(b) The surviving member or mem-
bers of any family described in para-
graph (a) of this definition Iiving in a
unit ascisted under this part with the
deceased member of the family at the
time of his or her death;

(c) A single handicapped person over
the age of 18; or

(d) Two or more handicapped per-
sons living together, or one or more
such persons living with another
person who is determined by HUD,
based upon a licenaed physiclan's cer-
tificatc provided by the family, to be
essential to their care or weil being.

Handicapped person or individual
means any adult having an Impair-
ment which is expected to be of long-
continued and indefinite duration, is a
substantial impediment to his or her
ability to live Independently, and is of
a nature that such ability could be im-
proved by more suitable housing con-
ditions. A person shall also be consid-
ered handicapped if he or she is devel-
opmentally disabled, ie., if he or she
has a severe chronic disability that:

(a) Is attributable to a mental or
physioal impalrment or combination
of mental and physical impairments;

(b) Is msnlfestcd before the person
attains age twenty-two;

(c) Is likely to continue indefinitely;
(d) Results In substantial functional

limitations ln three or more of the fol-
lowing areas of major life activity: (1)
Self-care, (2) receptive and responsive
language,(3)learning,(4) mobllity,(5)
self-direction, (6) capacity for inde-
pendent living, and (7) economic self-
sufficiency; and

(e) Reflects the person's need for a
combination and sequence of special,
interdisciplinary, or generic care,
treatment, or other services which are
of lifelong or extended duration and
are individually planned and coordi-
nated.
A person shall aiso be considered to be
handicapped if he or she has a chronic
mental lliness, ie., if he or she has a
severe and persistent mental or emo-
tional impairment that seriously limits
his or her ability to live Independently
(e.p., by Iimiting functional capacities
relative to primary aspects of daily

24 CFR Ch. Vilf (4-1-90 Edition)

living such as Dersonal relations, llving
arrangements, work, recreation, etc.),
and whose impairment could be im-
proved by more suitable housing con-
ditions. A person whose sole impair-
ment is alcoholism or drug addition
will not be considered to be handi-
capped for the purposes of the section
202 program.

Housing and related Jacfiities means
rental or cooperative housing struc-
tures constructed or substantially re-
habilitated as permanent residences
for use by elderly or handicapped fam-
ilies, or acquired with or without mod-
erate rehabilitation for use by nonel-
derly handicapped famllies as group
homea. The term includes structures
suitable for use by famllies residing in
the project or In the area, such as
cafeterias or dining hails, community
rooms, or buildings, or other essential
service facilities. In the case of acquisi-
tion wlth or without moderate reha-
bilitation, at least three years must
have elapsed from the later of the
date of completion of the project or
the begtnning of occupancy to the
date of the application for a section
202 fund reservation. Except for inter-
mediate care facilities for the mentally
retarded and individuals with related
conditions (see 4 885.7i0(b)(4Hvi1)).
this term does not include nursing
homes, hospitals, intermediate care fa-
cilities, or transitional care faollities.

Independent public accountant
meana a certified public accountant or
a licensed or registered public account-
ant, having no business relationship
with the Borrower or Sponsor except
for the performance of audit, systems
.work and tax preparation. If not certi-
fied, the independent public account-
ant must have been licensed or regis-
tered by a regulatory authority of a
State or other political subdivision of
the United States on or before Decem-
ber 31, 1970. In States that do not reg-
ulate the use of the title "public ac-
countant", only certified public ac-
countants may be used.

Nonelderly handicapped family
means a handicapped family where
the head of the famlly (and spouse, If
any) is less than 62 years of age at the
time of the family's initial occupancy
of a project.
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Region means any one of the ten
HIID Regions.

Seetton 8 Program means the Hous-
ing Assistance Payments Program-
New Constructlon or Substantial Re-
habllltation as defined in Parts 880
and 881 of this chapter, which imple-
ments section 8 of the U.S. Housing
Act of 1937, as amended.

Seed money expenses mean those ex-
penses which are necessary to cover
the costs of planning and obtaining fi-
nancing for a Section 202 project and
which will be incurred prior to the ini-
tial closing of the construction loan
for the project.

Sponsor means any prlvate nonprof-
it entity, no part of the net earnings of
which inures to the benefit of any prl-
vate shareholder, contributor or indi-
vidual, which entity is not controlled
by, or under the direction of persons
or firms seeking to derive profit or
gain therefrom, and which is approved
by the Field Office Director as to ad-
ministrative and financial capacity
and lesponsibility."Sponsor" does not
mean a publio body or the intrumenta-
lity of a public body. Because of the
nonprofit nature of the section 202
program, no officer or director of the
Sponsor is permitted to have any fi-
nancial interest in any contract in con-
nection with the rendition of services,
the provision of goods or supplie.s, pro-
curement of furnishmgs and equip-
ment, construction of the project, pro-
curement of the site or other matters
whatsoever. The prohibition in the
preceding sentence does not apply to
any management contracts (including
the management fees associated there-
with) entered into by the Borrower
with the Sponsor or its nonprofit affil-
iate.

Substantial rehabilitation means
the improvement of the condition of a
property from deteriorated and sub-
standard to good condition. Substand-
ard or deteriorated properties are
those which do not provide safe and
adequate shelter, and in their present
condition endanger the health, safety
or well-being of the occupants. "Sub-
stantial rehabllitation" also includes
renovation, alteration or remodeling
for the conversion or adaptation of
property to the design and condition
required for use under this part.

§ 885.205

(43 FR 8493, Mar. 1, 1978, as amended at 47
FR 51588, Nov. 18, 1982; 50 FR 9269, Mar. 7,
1985; 50 FR 38800, Sept. 25, 1985; 51 FR
12310, Apr. 10, 1986; 52 FR 29011. Aug. 5.
1987; 54 FR 25980, June 20, 1989; 55 PR
3211, Jan. 31, 1990]

Subpart B-Sedion 202 Prolecfs for
fhe Elderly or Handicapped-
Sedion 8 Assisfance

0 885.200 Allocation of loan fund author-
ity.

(a) Section 202 loan fund authority
will be allocated by the Assistant Sec-
retary to HIID field offices in accord-
ance with the requirements of Section
213(d) of the Housing and Community
Development Act of 1974 as set forth
in 24 CFR 791.402 and 791.403.

(b) Field Office Directors wII] deter-
mine the amount of section 202 loan
authority available under this subpart
to be allocated to each allocation area
in accordance with 24 CF'R 791.404. In
deterrnining the number of units to be
allocated to a specific allocation area,
the Field Office Director must consid-
er the three-year goals set forth in
Housing Assistance Plans and the pro-
portionality requirements with respect
to housing type and household type.
Where loan fund authority allocated
to an allocation area would not be ade-
quate for a feasible prolect, the Pleld
Office Director may either:

(1) Combine allocation areas, or
(2) Distribute sufficient loan fund

authority for a feasible project and
withhold future allocations until such
advance is compensated.

(c) Field Office Directors wiII set
aside sufficient contract authority for
the Section 8 Housing Assistance Pay-
ments Program for use in connection
with pro7ects to be financed under this
subpart.

143 FR 8493, Mar. 1, 1978, as amended at 54
FR 25961. June 20, 1989]

8885.205 Announcement of fund availihi-
lity and invitationa for applications for
Section 202 fund reservations.

(a) Promptly upon determining the
amount of loan fund authority to be
allocated to each field office, the As-
sistant Secretary shall publish an An-
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§ 885.210

nouncement of Fund Availability 1n
the F®ssA1. Racrsxxa indicating:

(1) The amount of lending authority
(and approximate number of units)
being made available to each field
office;

(2) The date by which the field of-
fices will publish Invitations for Appli-
cations for Section 202 Fund Reserva-
tions;

(3) The earliest date applications
will be accepted for processing and the
closing date; and

(4) Other appropriate guidance to
prospective borrowers.

(b) Each field office shall publish a
single invitation in newspapers of gen-
eral circulation serving the allocation
areas in which the housing is desired
at least once a week for two consecu-
tive weeks. The field office shall also
notify minority media, minority orga-
nizations involved in housing and com-
munity development, and groups with
a special interest in housing for the el-
derly and physically handicapped.
Copies of the lnvitation shall be avail-
able in the field office.

(c) The Tnvitation shall state:
(1) The designated allocation areas

where loan fund authority is being
made available, the amount of such
authority and the approximate
number of units this amount is expect-
ed to assist.

(2) That applications from the desig-
nated allocation areas will be evaluat-
ed first, and that only in the event
that an insufficient number of approv-
able applications are received from the
designated allocation areas will appli-
cations from other areas be considered
for approval.

(3) That copies of the applicable reg-
ulations, instructions, forms and other
program information may be obtained
at the field office.

(4) The date, time, and place applica-
tions will be accepted.

(5) The deadline date for receipt of
applications.

143 FR 8493, Mar. 1. 1978, as amended at 54
FR 26981, June 20,19891

§ 886.210 Contents of applications.
(a) Each application shall include all

of the information, materials, forms,
and exhibits listed in paragraph (b) of
this section. The Field Office will base

24 CPR Ch. Vlli (41-90 Edition)

its determination of the eligibflity of
the Borrower for a reservation of Sec-
tion 202 loan funds and for partlcipa-
tion In the Section 8 Housing Assist-
ance Payments program on the infor-
mation provided in the application.
Each Sponsor identified in an applica-
tion must provide the infonnation
that is required of the Borrower in
paragraphs (b)(10) through (b)(22) of
this section.

(b) Each applicant shall include-
(1) The name, address, and tele-

phone number of the Borrower and
also of the Sponsor (if any).

(2) The name, title, address, and
telephone number of the officer or
member of the Board of Directors of
the Borrower to whom communica-
tions should be addressed.

(3) The following specific informa-
tion regarding the application:

(i) Number of Section 202 units re-
queste(L

(fi) Number of units for which $ec-
tion 8 Assistance is requested. Section
8 Housing Assistance Payments are re-
quired for a minimum of 20 percent of
the Seotion 202 units in any project.
Applications contemplating use of Sec-
tion 8 contract authority in less than
100 percent of the rental dwelling
units must demonstrate that sufficient
market demand is anticipated for the
unsubsidized units to assure the feasi-
bility of the project.

(ili) Dollar amount of Section 202
direct loan requested.

(4) A narrative description of the
proposed housing, including:

(i) Number and types of structures;
(ii) Number of stories;
(fii) Number of units by size (number

of bedrooms);
(iv) Special amenitiea or features.
(5) A narrative description of the an-

ticlpated occupancy (elderly and phys-
ioally handicapped).

(8) A statement whether the Bor-
rower (or Sponsor) has submitted or is
planning to submit other applications
under this part during the current
fiscal year. The Borrower must indi-
cate the city and State where any
other proposed project will be located,
the number of units requested, and
the field office where the proposal was
or wfll be subnlttted.
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Office of the Assistant Secretary, NUD

(7) A signed certification of the 13or-
rower's intention to comply with Title
VI of the Civil Rights Act of 1964,
Title VIII of the Civil Rights Act of
1968, Executive Order 11063, E.O.
11246, and section 3 of the Housing
and Urban Development Act of 1968.

(8) A Housing Consultant's Certifl-
cate and Contract (1f consultant serv-
ioes have been employed by the Bor-
rower).

(9) Evidence of the Borrower's legal
status as a nonprofit corporation. If
the Sponsor Is a religious body, the
Borrower corporation must be a sepa-
rate legal entity, and no reference to
religion or religious purposes may be
included in Its Articles of Incorpora-
tfon of By-Laws. Additionally, a Bor-
rower corporation may not engage in
any other business or activity (includ-
!ng the operation of any other rental
proJect), or incur any liability or obli-
gation not related to the proposed
proleet.

(10) A Request for Preliminary De-
termination of B9igibnity as a Non-
profit Sponsor and/or Mortgagor on a
form prescribed by HUD.

(11) A statement evidencing the Bor-
rower's ties to the community and sup-
port from local community groups.

(12) The names and addresses of the
officers and directors of the Borrower,
and such other information as shall be
required on the preseribed form, to-
gether with a certification by eaah of-
ficer or director that he or she will not
receive any comPensation from the
Borrower for his or her services, and
does not have any financial Interest )n
any contract with the Borrower, or in
any firm or corporation which has a
contract with the Borrower.

(13) Satisfaetory evidence that the
Sponsor and the Barrower-

(!) Have the necessary legal author-
ity to finance, constraot or substan-
tially rehabilitate and maintain the
prelect and to apply for and receive
the proposed loan.

(fi) Meet any requirements as to cor
porate organization; and

(iii) Have the authority to enter into
sueh contract obligations and execute
such security documents as HIID may
require.
AdditionaIIy, Sponsors, )ncluding
churches, must have a currently effeo-

§ 885.210
tive tax exemption ruling from the In-
ternal Revenue Service (IRS), and,
where the Sponsor and the Borrower
are not the same legal entity, the Bor-
rower must furnish evidence that it
afso has received a Section 501(c) (3)
or (4) tax exemption ru11ng from the
IRS or documentary evidence that it
had applied for such a rullng no later
than the deadline date for section 202
applications set by HUD under
f 885.205 (a)(3) and (c)(5). (Consumer
cooperatives and nonprofit organiza-
tions organized in the Commonwealth
of Puerto Rico may be exempted from
the requirement set out in the previ-
ous sentence If they are not eligible
for IRS 501(c) (3) or (4) rulings.)

(14) Evldence of previous participa-
tlon in HUD programs, if any, by the
Borrower, its officers or directors, on
sach forms as may be prescribed by
HIID.

(15) A description of all rental hous-
ing prolects and/or medical facilities
owned and operated by the Borrower.

(16) A description of any flnancial
default, modification of terms and
conditions of financing, or legal action
taken or pending against the Borrower
or Its officers, directors, or trustees in
their corporate eapacity.

(17) A description of the Borrower's
past or current involvement in any
programs or of !ts provislon of serv-
ices, other than housing, If any, which
would give evidence of the organiza-
tion's management capabil(ties.

(18) A statement as to whether the
Borrower has received a Section 202
fund reservation since May 1,1978.

(19) A description of the Borrower's
capability to sponsor, develop, own,
manage and provide appropriate serv-
fces in eonnection with the proposed
project.

(20) An estimate of start-up ex-
penses and the source of funds to meet
these expenses. If the Borrower plans
to use Section 106(b) seed money
loans, an application for such loan
must be submitted with required at-
tachments.
(21) Coples of balance sheet(s) and

statement(s) of income and expenses
for each of the past three years the
Borrower has operated.
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§ 885.211

(22) The following specific informa-
tion with respect to the proposed
project:

(f) Documentary evidence that the
Borrower has control of the site, con-
sisting of-

(A) In the case of a site to be ac-
quired from a public body, evidence
that the public body possesses clear
title to the site, and has entered Into a
legally binding commltment to convey
the site to the Borrower corporation
when the Borrower receives and ac-
cepts a notice of Section 202 Fund
Reservation; or

(B) In the case of a site to be ac-
quired from other than a publlc body,
a copy of any contract of sale for the
site or a copy of any applicable site
option agreement, a deed, or other
legal commitment for the site.
With regard to a proposed project site
that is being acquired or optioned
from a general contractor or its affUi-
ate, the Borrower may not select that
contractor or affiliate to construct the
Section 202 Pro,lect.

(ii) A map showing the location of
the site and the racial composition of
the neighborhood, with the area of
racial concentration delineated.

(iii) A sketch of the site plan show-
ing the general development of the
site includhig the location of the pro-
posed building(s), streets, parking
areas and drives, service areas, and un-
usual site features.

(iv) Evidence that the proposed con-
struction or substantial rehabilitation
is permissible under applicable zoning
ordinances or regulations, or a state-
ment of the proposed action to make
the construction or substantial reha-
bilitation permissible and the basis for
belief that the proposed action will be
completed successfuIIy before the re-
ceipt of the conditional comnlitment
for direct loan financing (e.g., a sum-
mary of the results of any recent re-
quests for rezoning on land in similar
zoning classifications and the time re-
quired for such rezoning, preliminary
indications of acceptability from
zoning bodies, etc.).

(v) A statement as to whether Pro-
posed project will displace site occu-
pants. If so, the proposal shall state
the number of families, individuals,
and business concerns to be displaced

24 CFR Ch. VIII (4-1-90 Edition)

(identified by race or minority group
status and whether they are owners or
renters), and shall demonstrate that
relocation is feasible and how neces-
sary relocation payments, ff any, wiD
be funded.

(vi) A showing that the proposal
meets any special requirements or re-
strictions necessary for compliance
with the local HAP.

(vii) A statement that gross rents
(contract rents plus any utility allow-
ance) wlll not exceed the applicable
fair market rents by more than the
amount allowed under $880.204(b)(1)
or §881.204(b)(1). The applicable fair
market rents are those published in
accordance with ¢888.105.

(23) A demonstration that the appli-
cation meets any other requirements
as may be imposed by or upon the De-
partment and which requirements are
made known to the applicant prior to
submission of the appiication.

(Approved by the Office of Management
and Budget under control number 2502-
02e7)
E43 FR. 8493, Mar. 1, 1978, as amended at 47
PR 51568. Nov. 16, 1982; 50 FR 38800, Sept.
25, 1985; 51 FR 12311, Apr. 10. 1980; 52 PR
29011, Aug. 5, 1987; 54 FR 25982, June 20.
1989]

9 885.211 Dieciosure and verification of
Social Security and Employer ldentifi-
catlon Numbers by owners.

To be eligible to become an owner of
housing assisted under this subpart,
the owner must meet the diclosure
and verification requirements for
Social Security and Employer Identifi-
cation Numbers, as Provlded by 24
CFR part 750.
(Approved by the Office of Management
and Budget under control numbers 2502-
0204 and 2502-0287)

154 PR 39707, SCpt. 27. 1989]

11885.215 Limitation on number of units.
No organization shall participate as

Sponsor, Cosponsor, or Borrower in
the filing of an application or applica-
tions for a reservation of section 202
funds under this Subpart in a single
region in a single fiscal year in excess
of that necessary to finance the con-
struction or substantial rehabilitation
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This matter is before the Board of Tax Appeals upon notices of appeal

filed by app.ellant National Steelworkers Oldtimers Conimunity Urban Development

Company ("NationaP'). Appellant appeals from final determinations of the Tax

Commissioner, in which the commissioner denied National's applications for

exemption of real property from taxation for tax year 2002, and remission of penalties
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for 1999, 2000 and 2001.1 National argues the subject properties are owned by an

institution and used exclusively for charitable purposes and that the Tax Commissioner

erred in finding that the subject properties were not entitled to exemption pursuant to

R.C. 5709.12, R.C. 5709.121, and Section 16, Article VIII of the Ohio Constitution?

For the following reasons, we fmd National's properties are not entitled to tax

exemption.

This matter is submitted to the board on the appellant's notices of appeal,

the statutory transcripts ("S.T."), the record of the hearing before this board ("H.R."),

including exhibits, and the briefs of counsel.

In his final determinations, the Tax Commissioner summarized the facts

of the instant matters as follows:

"Even though [Appellant] states that it provides services
to some of its residents in the nature of assisting with
some daily needs, the property remains an unlicensed
independent living facility operated in connection with

1 While the appellant's notices of appeal name the same entity, the attached fmal determinations of the
Tax Commissioner concern two distinct corporate entities that own separate properties (collectively
"National entities"). National Steelworkers Oldtimers Community Urban Development Company of
Canton Two, Inc. owns parcel mmnber 02-45630, which the record refers to as Mayfield Manor 11 and
is found in our case number 2006-H-728. National Steelworkers Oldtimers Community Urban
Redevelopment Company of Canton, Inc. owns parcel number 02-46813, which the record refers to as
Mayfield Manor I and is found in our case number 2006-H-729.

2 To the extent that appellant questions the constitutionality of the Tax Connnissioner's actions, this
board, as an administrative agency, is without jurisdiction to consider such claims and is instead to act
as a "receiver of evidence for constitutional challenges." MCI Telecommunications Corp. v. Limbach
(1994), 68 Ohio St.3d 195, 197-198. See, also, S.S. Kresge v. Bowers (1960), 170 Ohio St. 405;
Cleveland Gear Co. v. Limbach (1988), 35 Ohio St.3d 229. Additionally, appellant specified two
alleged errors regarding the cominissioner's jurisdiction over community reinvestment area property
and the exemption requirements for urban redevelopment corporations. Appellant's notice of appeal
at 4 and 5 in our case number 2006-H-729. However, we find no support in the record for these
alleged errors that were raised but then not argued before this board. Consequently, we find appellant
has failed to meet its burden of proof regarding these two alleged errors.
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federal Housing and Urban. Development ('HUD')
programs.

***

[Appellant] is requesting exemption for property owned
by a nonprofit organization used to provide low-cost
housing to elderly tenants and handicapped adults over
eighteen years of age. The property, referred to as
Mayfield Manor I, has a six-story apartment building
located on more than two acres of land. There are 144 one
bedroom apartments in the building. [*** Mayfield
Manor II has an eight-story apartment building located on
approximately two acres of land. There are 66 one-
bedroom apartments in the building.] There is a service
coordinator located on the premises. Upon request from
the residents, the service coordinator provides support and
assistance with obtaining housecleaning services, medical
insurance paperwork, and prescription medication needs.
[Appellant] also provides access to entertainment and
social activities for the residents. [Appellant] receives
subsidies from the Department of Housing and Urban
Development." S.T. at 1-2.

The testimony presented by appellant's witnesses is consistent with the

-facts as stated by the commissioner. H.R. at 32-33, 40-42. At hearing before this

board, appellant presented the testimony of Patricia Kohnke, director of field

operations for Elderly Housing Development and Operations Corporation (EHDOC);

Cynthia Jean Franz, a resident at Mayfield Manor I; Candace Fontes, the manager of

the subject properties; Uris Liburd, a budget specialist and assistant ac,counting

supervisor at EHDOC; and Stephen Wood, a certified public accountant. The appellee

Tax Commissioner did not present any witnesses.
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Patricia Kohnke testified that as director of field operations for EHDOC,

a non-profit corporation, she oversees the operations of the subject properties.3 H.R. at

19, 75, 185. EHDOC manages 45 siniilar low-income senior housing properties

nationwide, while its agents serve as the majority of directors on the boards of the

various non-profit corporate entities that own the properties. H.R. at 19-20, 42, 75-80;

appellant's Exs. 3. Kohnke testified that EHDOC arranges the financing for

construction of apartment buildings through loan agreements with the federal

govemment's Deparl7nent of Housing and Urban Development ("HUD") and its

sponsored entities, which provide "seed money" and enter into subsidy arrangements

with HUD to provide low-income housing to senior citizens and disabled adults. H.R.

at 33, 81, 83; appellant's Exs. 7 at 7, 23. EHDOC is able to charge a fee for its

management services. H.R. at 218. At the subject properties, Kohnke testified that

HUD sets the market rent amount that EHDOC camreceive for each unit, with tenants

paying thirty percent of their income and HUD paying the balance. H.R. at 104-105.

Tenants can be evicted for non-payment of rent, although Kohnke testified that has

never occurred. H.R. at 102; appellant's Exs. 5.

Kohnke stated that EHDOC's mission is to "build, develop and manage

quality senior housing with support services in place to keep people aging in place as

long as possible." H.R. at 75. By staffing its properties with a service coordinator,

Kohnke testified that EHDOC provides a benefit for its low-income residents akin to

3 EHDOC is formerly known as National Council of Senior Citizens Housing Management
Corporation, which was part of the National Council of Senior Citizens. H.R. at 75-76, 78.
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an assisted living facility that would normally cost $2,000 to $3,000 per month. H.R.

at 55; appellant's Exs. 12. The coordinators offer the residents support services by

contacting various providers, such as Meals-on-Wheels, taxi companies, pharmacies,

medical professionals, beauticians, and exercise trainers. H.R. at 40-41, 58, 145-150;

appellant's Exs: 12, 13. They also assist tenants with personal finance issues, personal

hygiene, apartment maintenance, and arranging social activities. Id. Through these

various tenant contacts, the coordinators monitor the residents and offer assistance

before problems escalate. H.R. at 60. Kohnke testified that the coordinators' daily

interaction with residents provides an intangible benefit, comparable to "a surrogate

family." H.R. at 47-48. She explained that by extending the time senior residents are

able to live independently, EHDOC not only serves the needs of its tenants, but is able

to keep low-income residents out of nursing homes, thereby . deferring those much

higher costs that would otherwise be borne by states and the federal govemment. H.R.

at 55.

Cynthia .Iean Franz, a resident at Mayfield Manor I, testified that she

finds the living conditions much better at her current apartment than the public

housing where she previously resided. . H.R. at 117. She partially attributes this

improved standard of living to the service coordinator, who has helped her to arrange

grief counseling and to obtain medication and food. H.R. at 111. .

Stephen Wood, a certified public accountant, testified that he has

conducted annual HUD-required audits of the National entities for nine years. H.R. at

183-184; appellant's Exs. 6-10.. Wood test.ified. that EHDOC and the National entities
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are not-for-profit corporations that have been granted an exemption from federal

income tax pursuant to section 501(c)(3) of the Internal Revenue Code and receive no

tax shelter benefit from the subject properties. H.R. at 185, 192-193. See also S.T. at

appellant's Ex. 3 in case number 2006-H-728 and appellant's Ex. 4 in case number

2006-H-729. Finally, Wood also testified that while EHDOC charges a fee for its

management services, the National entities have accrued portions of that expense.

H.R. at 224-225; appellant's Exs. 7 at 7.

We begin our review by observing that the findings of the Tax

Commissioner are presumptively valid. Alcan Aluminum Corp. v. Limbach (1989), 42

Ohio St.3d 121, 123. Consequently, it is incumbent upon a taxpayer challenging a

determination of the Tax Commissioner to rebut that presumption. Belgrade Gardens

v. Kosydar (1974), 38 Ohio St.2d 135, 143; Midwest Transfer Co. v. Porterfteld

(1968), 13 Ohio St.2d 138, 142. Moreover, the taxpayer is assigned the burden of

showing in what manner and to what extent the commissioner's detennination is in

error. Federated Dept. Stores, Inc. v. Lindley (1983), 5 Ohio St.3d 213, 215. When no

competent and/or probative evidence is developed and properly presented to the board

to establish that the commissioner's determination is "clearly unreasonable or

unlawful," the determination is presumed to be correct. Alcan Aluminum, at 123.

The rule in Ohio is that all real property is subject to taxation. R.C.

5709.01. Exemption from taxation is the exception to the rule. Seven Hills Schools v.

Kinney (1986), 28 Ohio St.3d 186. The burden of establishing that real property

should be exempt is on the taxpayer. Exemption statutes must be strictly construed.
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American Society for Metals v. Limbach (1991), 59 Ohio St.3d 38, 40; Faith

Fellowship Ministries, Inc. v. Limbach (1987), 32 Ohio St.3d 432; White Cross

Hospital Assn. v. Bd. of Tax Appeals (1974), 38 Ohio St.2d 199; Goldman v. Robert E.

Bentley Post (1952), 158 Ohio St. 205; Natl. Tube Co. v. Glander (1952), 157 Ohio St.

407; and Willys-Overland Motors, Inc. v. Evatt (1943), 141 Ohio St. 402.

In its applications for exemption, the National entities claim that the

subject properties are exempt from taxation pursuant to R.C. 5709.12 and R.C.

5709.121. Under R.C. 5709.12(A), an independent living facility is defined to mean

"***any residential housing facilities and related property that are not a nursing home,

residential care facility, or adult care facility as defmed in division (A) of section

5701.13 of the Revised Code." Under R.C. 5709.12(B), all "[r]eal and tangible

personal property belonging to institutions that is used exclusively for charitable

purposes shall be exempt from taxation ***. *** AII property owned and used by a

nonprofit organization exclusively for a home for the aged, as defined in section

5701.13 of the Revised Code, also shall be exempt from taxation." Finally, under R.C.

5709.12(C)(1), "***independent living facilities and the lands connected with them are

not exempt from taxation." (Emphasis added.).

The National entities are not seeking an exemption pursuant to the

qualifications contained within R.C. 5701.13 as a "home for the aged," i.e., a licensed

nursing home, residential care facility, or adult care facility, recognizing they are not in

compliance with that statute. The record, in fact, contains no evidence to indicate the
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subject properties are licensed facilities.4 Appellant's brief at 11. Therefore, we must

concur with the commissioner's finding that the subject properties are independent

living facilities, pursuant to R.C. 5709.12(A), and, as such, thatuse.has been explicitly

precluded from exemption. S.T. at 5; R.C. 5709.12(C)(1) ("*** independent living

facilities and the lands connected with them are not exempt from taxation.").

Although we find the National entities do not qualify for exemption as independent

living facilities, we must next determine whether they qualify under R.C. 5709.12(B)

or R.C. 5709.121.

To grant an exemption under R.C. 5709.12(B), it must first be determined

that (1) the property belongs to an institution, and (2) the property is being used

exclusively for charitable purposes. Highland Park Owners, Inc. v. Tracy (1994), 71

Ohio St.3d 405, 406-407.

Moreover, if an institution is found to be "charitable," it can then be held

to a more relaxed standard of "exclusive charitable use" found in R.C. 5709.121. That

statute provides:

"Real property and tangible personal property belonging
to a charitable *** institution *** shall be considered as
used exclusively for charitable *** purposes by such
institution, *** if it meets one of the following
requirements:

"(A) It is used by such institution, *** or by one or more
other such institutions, the state, or political subdivisions
under a lease, sublease, or other contractual arrangement:

° National asserts that its use of the properties entails more than just the provision of elderly housiurg
since the properties accept disabled adult tenants age 18 and older, with 25 percent of the 215 residents
identified as disabled. Appellant's Exs. 11. We note that the record is inconclusive as to how many, if
any, of these residents were between the ages of 18 and 62.
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"(1) As a community or area center in which
presentations in music, dramatics, the arts, and related
fields are made in order to foster public interest and
education there;

"(2) For other charitable, educational, or public purposes;

"(B) It is made available under the direction or control of
such institution, *** for use in furtherance of or incidental
to its *** charitable *** purposes and not with a view to
profit."

Thus, in deciding whether property is exempt under the charitable use

provisions of R.C. 5709.12(B) and 5709.121, the first determination is whether a

charitable or noncharitable institution is seeldng exemption. If the institution is

noncharitable, its property may be exempt if it uses the property exclusively for

charitable purposes. Highland Park Owners, Inc., supra. If the institution is

charitable, its property may be exempt if it uses the property exclusively for charitable

purposes or it uses the property under the terms set forth in R.C. 5709.121. Olnuted

Falls Bd. of Edn. v. Tracy (1997), 77 Ohio St.3d 393, 396; Episcopal Parish v. Kinney

(1979), 58 Ohio St.2d 199; YYhite Cross Hosp. Assn, v. Bd. of Tax Appeals (1974), 38

Ohio St.2d 199. See, also, Cincinnati Nature Center v. Bd. of Tax Appeals (1976), 48

Ohio St.2d 122, 125 (To determine whether property is exempt in accordance with

R.C. 5709.121, "property must [1] be under the direcfion or control of a charitable

institution or state or political subdivision, [2] be otherwise made available: `for use in

furtherance of or incidental to' the institution's `charitable *** or public purposes,'

and [3] not be made available with a view to profit.").
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While the General Assembly has not defmed what activities of an

institution constitute charitable purposes, the Supreme Court of Ohio held in Planned

Parenthood Assn. of Columbus, Inc. v. Tax Commr. (1966), 5 Ohio St.2d 117,

paragraph one of the syllabus, that:

"[I]n the absence of a legislative definition, `charity,' in the
legal sense, is the attempt in good faith, spiritually,
physically, intellectually, socially and economically to
advance and benefit mankind in general, or those in need of
advancement and benefit in particular, without regard to
their ability to supply that need from other sources, and
without hope or expectation, if not with positive abnegation,
of gain or profit by the donor or by the instrumentality of
the charity."

Furthermore, the phrase "used exclusively" has been interpreted by the court to mean

primary use. True Christian Evangelism v. Zaino (2001), 91 Ohio St.3d 117, 118.

"Whether an institution renders sufficient services to persons who are unable to afford

them to be considered as making charitable use of property must be determined on the

totality of the circumstances ***." Bethesda Healthcare, Inc., 101 Ohio St.3d 420,

2004-Ohio-1749, at 39.

In the present matters, we first find that the National entities are not the

type of institutions permitted the broader definition of "exclusive charitable use" found

uiider R.C. 5709.121, where the threshold requirement is that the property owner be a

charitable or educational institution, state or political subdivision. True Christianity

Evangelism (1999), 87 Ohio St. 3d 48, 50. Although the record indicates that the

National entities are not-for-profit corporations that may operate the subject properties

without a view to profit, the entities own apartment buildings and receive market rent
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from tenants. H.R. at 104-105. In Rehab Project v. Tracy (May 23,:1997), BTA No.

1995-R-418, unreported, which involved "rehabbed" properties that were leased for

purchase under an equity-lease program to low-income tenants, this board stated:

"Although Rehab Project is a not-for-profit institution, that
alone does not make it a charitable one. Despite the
admirable purpose of Rehab's efforts, the fact remains that
the organization is not engaged in a charitable activity, that
is, building, selling, and leasing low income housing.
Rehab Project performs the same function and uses the
subject property in the same way as a commercial, for
profit entity; that is, the purchase and rehabilitation of real
property for resale. Furthermore, Rehab has an extensive
leasing program, for which it exacts market rents."

***

"The primary use of the subject property by Rehab was,
and remains, residential housing. Residential housing,
even for low income individuals, is not a charitable
purpose."

The same can be said about the National entities. While non-profit organizations, the

primary purpose of these.entities is to provide subsidized housing for which they

receive rent, comparable to commercial, for-profit entities. Accordingly, we find that

the National entities do not qualify as charitable institutions for purposes of making an

exemption determination under R.C. 5709.121.

Even though we find the National entities to be noncharitable

institutions, their property could be exempt if used exclusively for charitable purposes.

Hzghdand Park Owners, Inc., supra. However, the Supreme Court has consistently

held that real property rented and used purely for private residential purposes is not

entitled to an exemption under R.C. 5709.12(B). In Phidada Home Fund v. Bd. of Tax
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Appeals (1966), 5 Ohio St.2d 135, despite finding a charitable purpose, the court went

on to hold that "[t]he only use of this property is for private residential housing. A

long line of Ohio cases hold that property partly or incidentally used for private

residence is nonexempt as not used exclusively for charitable purposes." Later, in

National Church Residences v. Lindley (1985), 18 Ohio St.3d 53, which approved

Philada, at 55, the court held "the furnishing of low-cost housing at or below market

prices, where residents pay a part or all of their rental costs, is not, in and of itself, an

exclusive use of the property for charitable purposes."

The court in National Church Residences also rejected a "services

exception" that had been established previously in Carmelite Sisters, St. Rita's Home

v. Bd. of Review (1969), 18 Ohio St.2d 41, where exemption was granted based on

additional services provided to elderly tenants beyond those traditionally provided to

apartment residents. In rejecting the services exception, the court relied on the criteria

for the provision of senior housing required by subsequently enacted R.C. 5701.13 and

the vicarious nature of the services provided to residents. See, also, Cogswell Hall v.

Kinney (1987), 30 Ohio St.3d 43 (property rented to elderly women at rates that cover

less than half of the maintenance costs held taxable); Oikos Community Dev. Corp. v.

Zaino (Nov. 9, 2001), BTA No. 2000-T-2037, unreported (finding a 501(c)(3) tax-

exempt charitable organization's renting of multi-family properties to low-income

tenants was not an exclusive use for charitable purposes and did not qualify for tax

exempt status).
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Based on the foregoing case law and statutory requirements, we find the

subject properties are not eligible for exemption by solely providing subsidized

housing to handicapped adults and elderly tenants. National argues, however, that it

fulfills the entities' charitable mission and distinguishes itself from other housing

providers with the services provided by the on-site coordinators. Appellant's brief at

10-11. For the following reasons, we find the provision of service coordinators at the

subject properties does not demonstrate the properties are being used exclusively for

charitable purposes.

We agree with National that the staff at the subject properties not only

provides the traditional administrative and maintenance/repair services that any

apartment complex would offer, but it also coordinates services between the tenants

and social service providers that support the tenants,in their goal to live independently.

H.R. at 40-41; appellant's Exs. 12, 13. Nevertheless, we find that many of these

services are provided by third parties and can be characterized as vicariously charitable

in nature, as in National Church Residences, supra ("Suffice it to say that any

charitable activities *** were provided by volunteer agents or benevolent

organizations, and not by appellants, who simply contacted these persons or

organizations for the purpose of having them provide services for their residents. In

the final analysis, appellants are attempting to obtain a vicarious charitable exemption

similar to the theory advanced by the taxpayer and rejected by this court in OCLC

Online Computer Library Center, Inc. v. Kinney (1984), 11 Qhio St. 3d 198.").
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We also acknowledge some of National's tenants receive extra oversight

directly from the service coordinators that would not normally be provided in a

traditional subsidized housing setting. Appellant's Exs. 12, 13. This includes services

such as medication monitoring, individual counseling, and assistance with activities of

daily living. H.R. at 40-41, 58, 111, 145-150; appellant's Exs. 12, 13. Yet, again in

National Church Residences, supra, even where the applicant did not necessarily

qualify as a "home for the aged" under R.C. 5701.13, the Ohio Supreme Court rejected

tax exemption when the legislature had established specific criteria for that area, citing

Toledo Retirement Living v. Board of Tax Appeals (1971) 27 Ohio St. 2d 255, syllabus

("The General Assembly has exclusive power to choose the subjects, and to establish

the criteria, for exemption from taxation. After the General Assembly has marked a

specific use of property for exemption and has established the criteria therefor, the

function of the judicial branch is limited to interpreting and applying those criteria.

*** [T]o qualify its property for exemption from taxation, an institution which ,

characterizes itself as a public charity, but whose purpose is to provide a`home for the

aged,' inust meet the criteria therefor adopted by the General Assembly."). See, also,

Rickenbacker Port Authority v. Limbach (1992), 64 Ohio St. 3d 628 ("the taxpayer

[could not] qualify for exemption under the charitable use statute, since its general

language could no longer be construed as applying to property for which specific

criteria had been established. Hence, we essentially held in Toledo Retirement that a

property, to be exempt, must qualify under the criteria of the statute specifically

applicable to that property."). In this instance, while the National properties may not
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qualify as a "home for the aged," the type of services provided by the service

coordinators brings them within the ambit of R.C. 5701.13 5 As noted above, National

concedes it does not meet that statute's requirements.

Finally, this board has previously found a charitable exemption when the

use of specific services was an integral requirement for all residents as a condition for

admission. See 88/96 LP and Community Housing Network v. Wilkins (July 20, 2007),

BTA No. 2005-A-55, unreported, at 12 (involving property described as "pennanent

affordable housing linked to a safety net" used to "provide case management services,

mental health treatment, drug and alcohol treatment, health services, and those types of

services that will help the individuals develop life slalls so that they can continue to

live in the apartment."); St. Vincent Hotel, Inc. v. Tracy (Apr. 25, 1997), BTA No.

1996-K-419, et. seq., unreported (finding property used as part of a general "life

slcills" program, which provides housing, is entitled to exemption). By contrast, the

National entities do not require as a condition for living at the subject properties that

its tenants utilize any services. Instead, the extra oversight provided by the service

coordinators is simply available for the tenants on request.

Whereas National's intent is admirable, review of the record in this case

and the applicable law demonstrates that the properties are not being used exclusively

for charitable purposes as set forth in R.C. 5709.12(B). Highland Park Owners, Inc.,

supra. Thus, the subject properties are not entitled to exemption from taxation.

5 See R.C. 5701.13(B)(2) ("Exemption from taxation shall be accorded *** only to those homes or
parts of homes which meet the standards and provide the services specified in this section.).
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Accordingly, it is the decision and order of the Board of Tax Appeals that the Tax

Commissioner's final determination must be, and is, affirmed.

I hereby certify the foregoing to be a
true and complete copy of the action
taken by the Board of Tax Appeals
of the State of Ohio and entered
upon its journal this day, with
respect to t^e captioned matter.

Salty F. Vari Meter; Board Secretary
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