§886.101

§886.101 Applicability.

(a) The policies and procedures of
this subpart apply to Housing Assist-
ance Payments under Section 8 of the
United States Housing Act of 1937 on
behalf of Eligible Families in Eligible
Projects (see definitions in §886.102).

(b) The primary goal of the Section 8
Loan Management Set-Aside Program
is to reduce claims on the Depart-
ment’s insurance fund by aiding those
FHA-insured or Secretary-Held
projects with immediately or poten-
tially serious financial difficulties. A
first priority should be given to
projects with presently serious finan-
cial problems, which are likely to re-
sult in a claim on the insurance fund in
the near future. To the extent re-
sources remain available, assistance
also may be provided to projects with
potentially serious financial problems
which, on the basis of financial and/or
management analysis, appear to have a
high probability of producing a claim
on the insurance fund within approxi-
mately the next five years.

[42 FR 5603, Jan. 28, 1977, as amended at 53
FR 3368, Feb. 5, 1988]

§886.102 Definitions.

The terms Fair Market Rent (FMR),
HUD, Public Housing Agency (PHA), and
Secretary are defined in 24 CFR part 5.

Act. The United States Housing Act
of 1937.

Annual income. As defined in part 5 of
this title.

Contract (See Section 8 Contract).

Contract Rent. The rent payable to
the Owner as required by HUD in con-
nection with its mortgage insurance
and/or lending functions, including the
portion of the rent payable by the
Family, not to exceed the amount stat-
ed in the Section 8 Contract as such
amount may be adjusted in accordance
with §886.112. In the case of a coopera-
tive, the term ‘‘Contract Rent’’ means
charges under the occupancy agree-
ments between the members and the
cooperative.

Decent, Safe, and Sanitary. Housing is
decent, safe, and sanitary if it meets
the physical condition requirements in
24 CFR part 5, subpart G.

Eligible Project. Any existing sub-
sidized or unsubsidized multifamily

24 CFR Ch. VIl (4-1-02 Edition)

residential project that is subject to a
mortgage insured or any section of the
National Housing Act; any such project
subject to a mortgage that has been as-
signed to the Secretary; any such
project acquired by the Secretary and
thereafter sold under a Secretary-held
purchase money mortgage; or a project
for the elderly financed under section
202 of the Housing Act of 1959 (except
projects receiving assistance under 24
CFR part 885).

Family. As defined in part 5 of this
title.

HCD Act. The Housing and Commu-
nity Development Act of 1974.

Housing Assistance Payment. The pay-
ment made by HUD to the Owner of an
assisted unit as provided in the Con-
tract. Where the unit is leased to an el-
igible Family, the payment is the dif-
ference between the Contract Rent and
the Tenant Rent. An additional Hous-
ing Assistance Payment is made when
the Utility Allowance is greater than
the Total Tenant Payment. A Housing
Assistance Payment may be made to
the Owner when a unit is vacant, in ac-
cordance with §886.109.

Income. Income from all sources of
each member of the household as deter-
mined in accordance with criteria es-
tablished by HUD.

Lease. A written agreement between
the owner and a family for leasing of a
decent, safe and sanitary dwelling unit
to the family.

Low-income family. As defined in part
5 of this title.

Owner. The mortgagor of record
under a multifamily project mortgage
insured, or held by the Secretary, in-
cluding purchase money mortgages;
the owner of a Section 202 project.

Project. See §886.101.

Project Account. The account estab-
lished and maintained in accordance
with §886.108.

Section 8 Contract (‘‘Contract”). A
written Contract between the Owner of
an Eligible Project and HUD for pro-
viding Housing Assistance Payments to
the Owner on behalf of Eligible Fami-
lies pursuant to this part.

Subsidized Rent. In Section 221(d)(3)
BMIR, Section 202, or Section 236
projects, the rent payable to the
project, based on the particular cir-
cumstances of any assisted tenant in
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the absence of any Housing Assistance
Payment.

Tenant rent. As defined in part 5 of
this title.

Total tenant payment. As defined in
part 5 of this title.

Utility allowance. As defined in part 5
of this title.

Utility reimbursement.
part 5 of this title.

Very low-income family. As defined in
part 5 of this title.

[42 FR 5603, Jan. 28, 1977, as amended at 42
FR 63745, Dec. 19, 1977; 49 FR 19948, May 10,
1984; 50 FR 38795, Sept. 25, 1985; 53 FR 3368,
Feb. 5, 1988; 61 FR 5213, Feb. 9, 1996; 63 FR
46579, Sept. 1, 1998; 66 FR 16723, Mar. 29, 2000]

As defined in

§886.103 Allocation of Section 8 con-
tract authority.

HUD will allocate to field offices con-
tract authority for Section 8 project
commitments for metropolitan and
nonmetropolitan areas in conformance
with Section 213(d) of the HCD Act.

§886.104 Invitations to participate.

(a) HUD shall identify Eligible
Projects which are most likely to meet
the selection criteria set forth in
§886.117, and shall invite the Owners of
such projects to make application for
Section 8 assistance under this part.

(b) An Owner of an Eligible Project
who has not been notified pursuant to
paragraph (a) of this section may also
make application for such assistance.

§886.105 Content of application; Dis-
closure.

Applications shall be in the form and
in accordance with the instructions
prescribed by HUD, and shall include:

(a) Information on Gross Income,
family size, and amount of rent paid to
the project by Families currently in
residence;

(b) Information on vacancies and
turnover;

(c) Estimate of effect of the avail-
ability of Section 8 assistance on mar-
ketability of units in the project;

(d) For projects having a history of
financial default, financial difficulties
or deferred maintenance, a plan and a
schedule for remedying such defaulted
or deferred obligations;

§886.107

(e) Total number of units by unit size
(by bedroom count) for which Section 8
assistance is requested; and

(f) Affirmative Fair Housing Mar-
keting Plan on a HUD-prescribed form.

To be eligible to become an owner of
housing assisted under this subpart,
the owner must meet the disclosure
and verification requirements for So-
cial Security and Employer Identifica-
tion Numbers, as provided by part 5,
subpart B, of this title.

(Approved by the Office of Management and
Budget under control number 2502-0204)

[42 FR 5603, Jan. 28, 1977, as amended at 54
FR 39708, Sept. 27, 1989; 61 FR 11118, Mar. 18,
1996]

§886.106 Notices.

(a) Within 10 days of receipt of each
completed application by the HUD field
office, the field office shall send to the
chief executive officer of the unit of
general local government in which the
proposed assistance is to be provided, a
notification in a form prescribed by
HUD for purposes of compliance with
Section 213 of the HCD Act.

(b) If an application is approved, HUD
shall send to the Owner a notice of ap-
plication approval. If an application
can be approved only on certain condi-
tions, HUD shall notify the Owner of
the conditions and specify a time limit
by which those conditions must be
met. If an application is disapproved,
HUD shall so notify the Owner by let-
ter indicating the reasons for dis-
approval.

[42 FR 5603, Jan. 28, 1977, as amended at 53
FR 3368, Feb. 5, 1988]

§886.107 Approval of applications.

HUD shall approve applications, after
considering all pertinent information
including comments (if any) received
during the comment period from the
unit of general local government, based
on the following criteria:

(a) The Owner’s Affirmative Fair
Housing Marketing Plan is approvable.

(b) The HUD-approved unit rents are
approvable within the Fair Market
Rent limitations contained in §886.110.

(c) The residential units meet the
housing quality standards set forth in
§886.113, except for such variations as
HUD may approve. Local climatic or
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