Office of Assistant Secretary for Housing, HUD

(4) Under the penalties and provisions
of title 18 U.S.C., section 1001, the
statements contained in this request
and its attachments have been exam-
ined by me and, to the best of my
knowledge and belief, are true, correct,
and complete.

§245.325 Notification of action on re-
quest for increase.

(a) When processing a request for an
increase in maximum permissible
rents, HUD shall take into consider-
ation reasonably anticipated increases
in project operating costs that will
occur (1) within 12 months of the date
of submission of materials to HUD
under §245.315(a) (profit and loss ap-
proach) or (2) within 12 months of the
anticipated effective date of the pro-
posed rent increase for submissions
under §245.315(b) (forward-budget ap-
proach).

(b) After HUD has considered the re-
quest for an increase in rents, has
found that it meets the requirements
of §245.320, and has made its determina-
tion to approve, adjust upward or
downward, or disapprove the request, it
will furnish the mortgagor with a writ-
ten statement of the reasons for ap-
proval, adjustment upward or down-
ward, or disapproval. The mortgagor
must make the reasons for approval,
adjustment, or disapproval known to
the tenants, by service of notice on
them as provided in §245.15.

§245.330 Non-insured projects.

(a) In the case of a proposed rent in-
crease for a project assisted under sec-
tion 236 of the National Housing Act or
section 101 of the Housing and Urban
Development Act of 1965, but which
does not have a mortgage insured by
HUD or held by the Secretary, the pro-
visions of this section and of §§245.305
through 245.320 shall apply to the mort-
gagor (project owner), except that—

(1) The notice format prescribed in
§245.310 must be modified to reflect the
procedural changes made by this sec-
tion;

(2) The material (including tenant
comments) required to be submitted to
HUD under §§245.315 and 245.320 must be
submitted to the State or local agency
administering the section 236 assist-
ance or rent supplement assistance

§245.330

contracts, rather than to HUD. An
equivalent State or local agency form
or standard accounting form may be
substituted for the Statement of Profit
and Loss, Form HUD-92410 required
under §245.315(a)(2), if approved by the
local HUD office; and

(3) The State or local agency must
certify that the mortgagor has com-
plied with the requirements of
§§245.310, 245.315, 245.320, and 245.325.

(b) After the State or local agency
has considered the request for an in-
crease in maximum permissible rents
that meets the requirements of §245.320
(including consideration of anticipated
cost increases, as provided in
§245.325(a)), it must make a determina-
tion to approve, adjust upward or
downward, or disapprove the request. If
the agency determines to approve or
adjust the request, it must submit to
the appropriate local HUD office the
mortgagor’s requests for approval of an
increase in maximum permissible
rents, along with the comments of the
tenants and the mortgagor’s evalua-
tion of the comments, and must certify
to HUD that the mortgagor is in com-
pliance with the requirements of this
subpart. HUD shall review the agency’s
determination and certification and,
within 30 days, of their submission to
HUD, notify the agency of its approval,
adjustment upward or downward, or
disapproval of the proposed rent in-
crease. HUD will not unreasonably
withhold approval of a rent increase
approved by the State or local agency.

(c) If the agency determines to dis-
approve the request, there is no HUD
review of the agency’s determination.

(d) The agency must notify the mort-
gagor of the final disposition of the re-
quest, and it must furnish the mort-
gagor with a written statement of the
reasons for its approval, adjustment, or
disapproval. The mortgagor must make
the reasons for approval, adjustment or
disapproval known to the tenants, by
service of notice on them as provided
in §245.15.

Subpart E—Procedures for Re-
questing Approval of a Cov-
ered Action

SOURCE: 61 FR 57962, Nov. 8, 1996, unless
otherwise noted.

389



§245.405

§245.405 Applicability of subpart.

The requirements of this subpart
apply to any request by a mortgagor,
as provided by §245.10, for HUD ap-
proval of one or more of the following
covered actions:

(a) Conversion of a project from
project-paid utilities to tenant-paid
utilities, or a reduction in tenant util-
ity allowances.

(b) Conversion of residential units in
a multifamily housing project to a non-
residential use or to condominiums, or
the transfer of the project to a coopera-
tive housing mortgagor corporation or
association. Conversion of a project to
a cooperative or of a portion of a
project to nonresidential use does not
constitute a change of use requiring
mortgagee approval.

(c) A partial release of mortgage se-
curity. The requirements of this sub-
part, however, do not apply to any re-
lease of property from a mortgage lien
with respect to a utility easement or a
public taking of such property by con-
demnation or eminent domain.

(d) Making major capital additions to
the project. For the purposes of this
subpart, the term ‘““major capital addi-
tions” includes only those capital im-
provements that represent a substan-
tial addition to the project. Upgrading
or replacing existing capital compo-
nents of the project does not constitute
a major capital addition to the project.

§245.410 Notice to tenants.

At least 30 days before submitting a
request to HUD for approval of an ac-
tion described in §245.405, the mort-
gagor must serve notice of the pro-
posed covered action on the project
tenants, as provided in §245.15. The no-
tice shall state that—

(a) The mortgagor intends to submit
a request to HUD for approval of the
covered action or actions specified in
the notice;

(b) The tenants have the right to par-
ticipate as provided in §245.420, and
what those rights are, including the ad-
dress at which the materials required
to be made available for inspection and
copying under that section are to be
kept;

(c) Tenant comments on the proposed
covered action may be sent to the
mortgagor at a specified address or di-
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rectly to the local HUD office, and
comments sent to the mortgagor will
be transmitted to HUD, along with the
mortgagor’s evaluation of them, when
the request for HUD’s approval is sub-
mitted;

(d) HUD will approve or disapprove
the proposed action, based upon its re-
view of the information submitted and
all tenant comments received. In the
case of a proposed reduction in tenant-
paid utilities, the notice must also
state that HUD may adjust the pro-
posed reduction upward or downward;

(e) In the case of a proposed conver-
sion of residential units, partial release
of mortgage security, or major capital
additions to the project, the proposed
action may require the owner to re-
quest HUD approval of a rent increase;
and

(f) The mortgagor will notify the ten-
ants of HUD’s decision and it will not
begin to effect any approved action (in
accordance with the terms of existing
leases) until at least 30 days from the
date of service of the notification.

§245.415 Submission of materials to
HUD: Timing of submission.

(a) Initial submission. The mortgagor
must submit the materials applicable
to the covered action, as specified in
§§245.416 through 245.419, to the local
HUD office when the notice required
under §245.410 is served on the tenants.

(b) Subsequent submission. If addi-
tional notice under §245.420(c) is re-
quired, the mortgagor must submit to
HUD any changes to the materials re-
quired under 8§245.416 through 245.419
when the notice required under
§245.420(c) is served on the tenants.

§245.416 Initial submission of mate-
rials to HUD: Conversion from
project-paid utilities to tenant-paid
utilities or a reduction in tenant
utility allowances.

In the case of a conversion from
project-paid utilities to tenant-paid
utilities or a reduction in tenant util-
ity allowances, the mortgagor must
submit the following materials to the
local HUD office:

(a) A copy of the notice to tenants;

(b) In the case of a proposed conver-
sion from project-paid utilities to ten-
ant-paid utilities—

(1) A statement indicating:
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