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assistance agreement or the unit rents 
being collected at unassisted projects 
in the market area that are similar in 
amenities and location to the project 
for which insurance is being requested. 
The HUD-insured mortgage may not 
exceed the sum of the existing indebt-
edness, cost of refinancing, the cost of 
repairs and reasonable transaction 
costs as determined by the Commis-
sioner. If a loan to be refinanced has 
been in default within the 12 months 
prior to application for refinancing, the 
HFA must assume not less than 50 per-
cent of the risk. 

(d) Projects receiving Section 8 rental 
subsidies or other rental subsidies. 
Projects receiving project-based hous-
ing assistance payments under section 
8 of the U.S. Housing Act of 1937 or 
other rental subsidies and meeting the 
requirements of this part may be in-
sured under this part only if the mort-
gage does not exceed an amount sup-
portable by the lower of the unit rents 
being or to be collected under the rent-
al assistance agreement or the unit 
rents being collected at unassisted 
projects in the market that are similar 
in amenities and location to the 
project for which insurance is being re-
quested. 

(e) SRO projects. Single room occu-
pancy (SRO) projects, as defined in 
§ 266.5, are eligible for insurance under 
this part. Units in SRO projects must 
be subject to 30-day or longer leases; 
however, rent payments may be made 
on a weekly basis in SRO projects. 

(f) Board and care/assisted living facili-
ties. Board and care projects and as-
sisted living facilities may be insured 
if the facilities meet the definition of 
those terms in § 266.5. 

(g) Elderly projects. Projects or parts 
of projects specifically designed for the 
use and occupancy by elderly families. 
An elderly family means any household 
where the head or spouse is 62 years of 
age or older, and also any single person 
who is 62 years of age or older. 

(h) Zoning requirements. Projects in-
sured under this part must meet appli-
cable zoning and other State/local gov-
ernment requirements.

§ 266.205 Ineligible projects. 

The following projects and facilities 
are not eligible for insurance under 
this part: 

(a) Transient housing or hotels. Rental 
for transient or hotel purposes. For 
purposes of this part, rental for tran-
sient or hotel purposes means: 

(1) Rental for any period less than 30 
days, or 

(2) Any rental, if the occupants of the 
housing accommodations are provided 
customary hotel services such as room 
service for food and beverages, maid 
service, furnishing and laundering of 
linens, or valet service. 

(b) Projects in military impact areas. A 
project located in a military impact 
area, as determined by HUD. A mili-
tary impact area is generally a small 
or medium size metropolitan housing 
market area or a remote or isolated 
nonmetropolitan area where: 

(1) Military-connected households 
comprise 25 percent or more of the 
total households in the market area. 
Military-connected households include 
active duty military personnel, civilian 
employees of the military service (De-
partment of Defense) or other Federal 
agency at or in support of the installa-
tion, and employees of contractors and 
sub-contractors directly associated 
with the military installation, and 
their dependents. Unaccompanied ac-
tive duty military personnel housed in 
military-controlled group quarters 
housing (barracks, BOQ’s) are excluded; 
and 

(2) There is concern about the contin-
ued stability of the current level of 
military strength and mission at the 
installation based on public announce-
ments from the Department of Defense 
or the military service of impending 
changes; and 

(3) The complete reduction of mili-
tary-connected households living in 
nonmilitary rental housing over a 5 
year period, at an annual average de-
cline of 20 percent, would, taking into 
account growth in the civilian econ-
omy and normal changes in the hous-
ing inventory, cause an adverse impact 
on the private rental market resulting 
in an increase in the rental vacancy 
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rate in the housing market of 10 per-
cent or more at the end of that period. 

(c) Retirement service centers. Projects 
designed for the elderly with extensive 
services and luxury accommodations 
that provide for central kitchens and 
dining rooms with food service or man-
datory services. 

(d) Nursing homes or intermediate care 
facilities. Nursing homes and inter-
mediate care facilities licensed and 
regulated by State or local government 
and providing nursing and medical 
care.

§ 266.210 HUD-retained review func-
tions. 

Certain functions are retained by the 
Commissioner. The HFA must submit 
any information or certification re-
quired by the Commissioner to permit 
determination of compliance with re-
quirements concerning: 

(a) Previous participation of principals. 
Previous participation of the principals 
of the mortgagor, general contractor, 
consultant or management agent in ac-
cordance with the Previous Participa-
tion and Clearance Review Procedures 
of 24 CFR 200.210 through 200.218. 

(b) Environmental review requirements. 
To determine compliance with the re-
quirements of the National Environ-
mental Policy Act of 1969 and related 
laws and authorities, the HUD Field 
Office (or other responsible entity 
through such delegation as may be in 
effect by regulation hereafter) will 
visit each project site proposed for in-
surance under this part and prepare the 
applicable environmental reviews as 
set forth in 24 CFR part 50 (or as set 
forth in 24 CFR part 58 for the other re-
sponsible entity). These requirements 
must be completed before HUD may 
issue the firm approval letter. 

(c) Intergovernmental review. Intergov-
ernmental review of Federal programs 
under Executive Order 12372, as imple-
mented in 24 CFR part 52. 

(d) Subsidy layering. The Commis-
sioner, or Housing Credit Agencies 
through such delegation as may be in 
effect by regulation hereafter, shall re-
view all projects receiving tax credits 
and some form of HUD assistance for 
any excess subsidy provided to indi-
vidual projects and reduce subsidy 

sources in accordance with outstanding 
guidelines. 

(e) Davis-Bacon Act. The Commis-
sioner shall obtain and provide to the 
HFA the appropriate Department of 
Labor wage rate determinations under 
the Davis-Bacon Act, where they apply 
under this part. 

[59 FR 62524, Dec. 5, 1994, as amended at 60 
FR 16573, Mar. 31, 1995]

§ 266.215 Functions delegated by HUD 
to HFAs. 

The following functions are delegated 
by HUD to the HFAs: 

(a) Affirmative Fair Housing Marketing 
Plan (AFHMP). The HFA will perform 
information collection, reviews and 
ministerial activities associated with 
the review and approval of the AFHMP 
for all projects. (Enforcement of fair 
housing and equal opportunity laws is 
the responsibility of HUD.) 

(b) Labor standards and prevailing 
wage requirements. The HFA will per-
form information collection (e.g., pay-
roll review and routine interviews) and 
other routine administration and en-
forcement functions regarding labor 
standards, in accordance with 
§ 266.225(e). (Enforcement of Davis-
Bacon prevailing wage requirements 
and labor standards is the responsi-
bility of HUD.) 

(c) Insurance of advances. In cases in-
volving insured advances, the HFA will 
approve periodic advances of mortgage 
insurance proceeds during construction 
of the project subject to terms speci-
fied by the Commissioner. 

(d) Cost certification. The HFA will 
perform cost certification functions on 
each insured loan subject to terms 
specified by the Commissioner. 

(e) Lead-Based Paint. The HFA will 
perform functions related to Lead-
Based Paint requirements subject to 
terms specified by the Commissioner.

§ 266.220 Nondiscrimination in hous-
ing and employment. 

The mortgagor must certify to the 
HFA that, so long as the mortgage is 
insured under this part, it will: 

(a) Not use tenant selection proce-
dures that discriminate against fami-
lies with children, except in the case of 
a project that constitutes ‘‘housing for 
older persons’’ as defined in section 
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