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(c) The notice shall advise each af-
fected family that, after the expiration 
date of the Contract, the family will be 
required to bear the entire cost of the 
rent and that the owner will be free (to 
the extent the project is not otherwise 
regulated by HUD) to alter the rent 
without HUD approval, but subject to 
any applicable requirements or restric-
tions under the lease or under State or 
local law. The notice shall also state: 

(1) The actual (if known) or the esti-
mated rent which will be charged fol-
lowing the expiration of the Contract; 

(2) The difference between the rent 
and the Total Tenant Payment toward 
rent under the Contract; and 

(3) The date the Contract will expire. 
(d) The owner shall give HUD a cer-

tification that families have been noti-
fied in accordance with this section 
with an example of the text of the no-
tice attached. 

(e) This section shall apply to (1) 
Contracts involving Substantial Reha-
bilitation entered into pursuant to 
Agreements executed on or after Octo-
ber 1, 1981, or Contracts involving Sub-
stantial Rehabilitation entered into 
pursuant to Agreements executed be-
fore October 1, 1981, but renewed or 
amended on or after October 1, 1984 and 
(2) all other Contracts executed, re-
newed or amended on or after October 
1, 1984. 

[49 FR 31285, Aug. 6, 1984] 

§ 886.312 Rent adjustments. 
(a) Limits. Housing assistance pay-

ments will be made in amounts com-
mensurate with contract rent adjust-
ments under this paragraph, up to the 
maximum amount authorized under 
the contract. (See § 886.308.) 

(b) Annual adjustments. The contract 
rents may be adjusted annually, at 
HUD’s option, either (1) on the basis of 
a written request for a rent increase 
submitted by the owner and properly 
supported by substantiating evidence, 
or (2) by applying, on each anniversary 
date of the contract, the applicable 
automatic annual adjustment factor 
most recently published by HUD in the 
FEDERAL REGISTER. If HUD requires 
that the owner submit a written re-
quest, HUD within a reasonable time 
shall approve a rental schedule that is 
necessary to compensate for any in-

crease occurring since the last ap-
proved rental schedule in taxes (other 
than income taxes) and operating and 
maintenance costs over which owners 
have no effective control, or shall deny 
the increase stating the reasons there-
for. Increases in taxes and maintenance 
and operating costs shall be measured 
against levels of such expenses in com-
parable assisted and unassisted housing 
in the area to ensure that adjustments 
in the contract rents shall not result in 
material differences between the rents 
charged for assisted and comparable 
unassisted units. Contract rents may 
be adjusted upward or downward as 
may be appropriate; however, in no 
case shall the adjusted rents be less 
than the contract rents on the effective 
date of the contract, provided there 
was no fraud or mistake adverse to the 
Department’s interest in determining 
the initial contract rent. 

(c) Special adjustments. Special adjust-
ments in the contract rents shall be re-
quested in writing by the owner and 
may be authorized by HUD to the ex-
tent HUD determines such adjustments 
are necessary to reflect increases in 
the actual and necessary expenses of 
owning and maintaining the contract 
units which have resulted from sub-
stantial general increases in real prop-
erty taxes, utility rates or similar 
costs (i.e., assessments and utilities 
not covered be regulated rates) which 
are not adequately compensated for by 
the adjustment authorized by para-
graph (b) of this section. 

(d) Comparability between assisted and 
unassisted units. Notwithstanding any 
other provisions of this subpart, ad-
justments as provided in this section 
shall not result in material differences 
between the rents charged for assisted 
and comparable unassisted units, as de-
termined by HUD: Provided, however, 
That this limitation shall not be con-
strued to prohibit differences in rents 
between assisted and comparable unas-
sisted units to the extent that such dif-
ferences may have existed with respect 
to the initial contract rents assuming 
no fraud or mistake adverse to the De-
partment’s interest. 

(e) Addendums to contract and leases. 
Any adjustment in contract rents shall 
be incorporated into the contract and 
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leases by dated addendums to the con-
tract and leases establishing the effec-
tive date of the adjustment. 

§ 886.313 Other Federal requirements. 

Participation in this program re-
quires: 

(a) Compliance with (1) title VI of the 
Civil Rights Act of 1964, title VIII of 
the Civil Rights Act of 1968, Executive 
Orders 11063 and 11246, and Section 3 of 
the Housing and Urban Development 
Act of 1968, and (2) all rules, regula-
tions, and requirements issued pursu-
ant thereto. 

(b) Submission of an approvable Af-
firmative Fair Housing Marketing 
Plan. 

(c) For projects where rehabilitation 
is to be completed by or at the direc-
tion of the owner, compliance with: 

(1) The Clean Air Act and Federal 
Water Pollution Control Act; 

(2) Where the property contains nine 
or more units to be assisted, the re-
quirement to pay not less than the 
wage rates prevailing in the locality, 
as predetermined by the Secretary of 
Labor under the Davis-Bacon Act (40 
U.S.C. 276a–276a–5) to all laborers and 
mechanics (other than volunteers 
under the conditions set out in 24 CFR 
part 70) who are employed in the reha-
bilitation work, and the labor stand-
ards provisions contained in the Con-
tract Work Hours and Safety Stand-
ards Act, Copeland Anti-Kickback Act, 
and implementing regulations of the 
Department of Labor. 

(3) Section 504 of the Rehabilitation 
Act of 1973; 

(4) The National Historic Preserva-
tion Act (Pub. L. 89–665); 

(5) The Archeological and Historic 
Preservation Act of 1974 (Pub. L. 93– 
291); 

(6) Executive Order 11593 on Protec-
tion and Enhancement of the Cultural 
Environment, including the procedures 
prescribed by the Advisory Council on 
Historic Preservation at 36 CFR part 
800; 

(7) The National Environmental Pol-
icy Act of 1969; 

(8) The Flood Disaster Protection Act 
of 1973; 

(9) Executive Order 11988, Flood 
Plains Management; 

(10) Executive Order 11990, Protection 
of Wetlands. 

[44 FR 70365, Dec. 6, 1979, as amended at 57 
FR 14760, Apr. 22, 1992] 

§ 886.314 Financial default. 

In the event of a financial default 
under the project mortgage, HUD shall 
have the right to make subsequent 
housing assistance payments to the 
mortgagee until such time as the de-
fault is cured, or until some other time 
agreeable to the mortgagee and ap-
proved by HUD. 

§ 886.315 Security and utility deposits. 

(a) Amount of deposits. If at the time 
of the initial execution of the Lease 
the Owner wishes to collect a security 
deposit, the maximum amount shall be 
the greater of one month’s Gross Fam-
ily Contribution or $50. However, this 
amount shall not exceed the maximum 
amount allowable under State or local 
law. For units leased in place, security 
deposits collected prior to the execu-
tion of a Contract which are in excess 
of this maximum amount do not have 
to be refunded until the Family is ex-
pected to pay security deposits and 
utility deposits from its resources and/ 
or other public or private sources. 

(b) When a Family vacates. If a Family 
vacates the unit, the Owner, subject to 
State and local law, may use the secu-
rity deposit as reimbursement for any 
unpaid Family Contribution or other 
amount which the Family owes under 
the Lease. If a Family vacates the unit 
owing no rent or other amount under 
the Lease consistent with State or 
local law or if such amount is less than 
the amount of the security deposit, the 
Owner shall refund the full amount or 
the unused balance to the Family. 

(c) Interest payable on deposits. In 
those jurisdictions where interest is 
payable by the Owner on security de-
posits, the refunded amount shall in-
clude the amount of interest payable. 
The Owner shall comply with all State 
and local laws regarding interest pay-
ments on security deposits. 

(d) Insufficient deposits. If the security 
deposit is insufficient to reimburse the 
Owner for the unpaid Family Contribu-
tion or other amounts which the Fam-
ily owes under the Lease, or if the 
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