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assistance payments specified in the 
Contract pursuant to § 886.108(b). 

(b) Annual adjustments. The contract 
rents may be adjusted annually, or 
more frequently, at HUD’s option, ei-
ther (1) on the basis of a written re-
quest for a rent increase submitted by 
the owner and properly supported by 
substantiating evidence, or (2) by ap-
plying, on each anniversary date of the 
contract, the applicable Automatic An-
nual Adjustment Factor most recently 
published by HUD in the FEDERAL REG-
ISTER in accordance with 24 CFR part 
888, subpart B. Published Automatic 
Annual Adjustment Factors will be re-
duced appropriately by HUD where 
utilities are paid directly by Families. 
If HUD requires that the owner submit 
a written request, HUD, within a rea-
sonable time, shall approve a rental 
schedule that is necessary to com-
pensate for any increase 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 com-
parable unassisted units. Contract 
Rents may be adjusted upward or 
downward as may be appropriate; how-
ever, in no case shall the adjusted rents 
be less than the contract rents on the 
effective date of the contract. 

(c) Special additional adjustments. Spe-
cial additional adjustments shall be 
granted, when approved by HUD, to re-
flect increases in the actual and nec-
essary expenses of owning and main-
taining the Contract units which have 
resulted from substantial general in-
creases in real property taxes, utility 
rates or similar costs (i.e., assessment, 
and utilities not covered by regulated 
rates), but only if and to the extent 
that the Owner clearly demonstrates 
that such general increases have 
caused increases in the Owner’s oper-
ating costs which are not adequately 
compensated for by automatic annual 
adjustments. The Owner shall submit 

to HUD financial statements which 
clearly support the increase. 

(d) Overall limitation. Notwith-
standing any other provisions of the 
subpart, adjustments as provided in 
this section shall not result in material 
differences between the rents charged 
for assisted and comparable unassisted 
units, as determined by HUD. 

(e) Incorporation of rent adjustments. 
Any adjustment in Maximum Unit 
Rents shall be incorporated into the 
Contract by a dated addendum to the 
Contract establishing the effective 
date of the adjustment. 

[42 FR 5603, Jan. 28, 1977, as amended at 45 
FR 59149, Sept. 8, 1980; 47 FR 24700, June 8, 
1982] 

§ 886.113 Physical condition standard; 
physical inspection requirements. 

(a) General. Housing used in this pro-
gram must be maintained and in-
spected in accordance with the require-
ments in 24 CFR part 5, subpart G. 

(b) Space and security. In addition to 
the standards in 24 CFR part 5, subpart 
G, the dwelling unit must have a living 
room, a kitchen area, and a bathroom. 
The dwelling unit must have at least 
one bedroom or living/sleeping room 
for each two persons. 

(c)–(h) [Reserved] 
(i) Lead based paint. The Lead-Based 

Paint Poisoning Prevention Act (42 
U.S.C. 4821–4846), the Residential Lead- 
Based Paint Hazard Reduction Act of 
1992 (42 U.S.C. 4851–4856), and imple-
menting regulations at part 35, sub-
parts A, B, H, and R of this title apply 
to activities under this program. 

(j)–(m) [Reserved] 
(n) Congregate housing. In addition to 

the foregoing standards, the following 
standards apply to congregate housing: 

(1) The unit shall contain a refrig-
erator of appropriate size. 

(2) The central dining facility (and 
kitchen facility, if any) shall contain 
suitable space and equipment to store, 
prepare and serve food in a sanitary 
manner, and there shall be adequate fa-
cilities and services for the sanitary 
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disposal of food wastes and refuse, in-
cluding facilities for temporary storage 
where necessary (e.g., garbage cans). 

[42 FR 5603, Jan. 28, 1977, as amended at 52 
FR 1895, Jan. 15, 1987; 52 FR 9828, Mar. 27, 
1987; 53 FR 20802, June 6, 1988; 57 FR 33852, 
July 30, 1992; 63 FR 46579, Sept. 1, 1998; 64 FR 
50227, Sept. 15, 1999] 

§ 886.114 Equal opportunity require-
ments. 

Participation in the program author-
ized in this subpart requires compli-
ance with (a) Title VI of the Civil 
Rights Act of 1964, Title VIII of the 
Civil Rights Act of 1968, Executive Or-
ders 11063 and 11246, and section 3 of the 
Housing and Urban Development Act of 
1968; and (b) all rules, regulations, and 
requirements issued pursuant thereto. 

§ 886.115 [Reserved] 

§ 886.116 Security and utility deposits. 

(a) An Owner may require Families 
to pay a security deposit in an amount 
up to, but not more than, one month’s 
Gross Family Contribution. If a Family 
vacates its unit, the Owner, subject to 
State and local laws, may utilize the 
deposit as reimbursement for any un-
paid rent or other amount owed under 
the Lease. If the Family has provided a 
security deposit and it is insufficient 
for such reimbursement, the Owner 
may claim reimbursement from HUD, 
not to exceed an amount equal to the 
remainder of one month’s Contract 
Rent. Any reimbursement under this 
section shall be applied first toward 
any unpaid rent. If a Family vacates 
the unit owing no rent or other amount 
under the Lease or if such amount is 
less than the amount of the security 
deposit, the Owner shall refund the full 
amount or the unused balance, as the 
case may be, to the Family. 

(b) In those jurisdictions where inter-
est is payable by the Owner on security 
deposits, the refunded amount shall in-
clude the amount of interest payable. 
All security deposit funds shall be de-
posited by the Owner in a segregated 
bank account, and the balance of this 
account, at all times, shall be equal to 
the total amount collected from ten-
ants then in occupancy, plus any ac-
crued interest. The Owner shall comply 

with all State and local laws regarding 
interest payments on security deposits. 

(c) Families shall be expected to ob-
tain the funds to pay security and util-
ity deposits, if required, from their own 
resources and/or other private or public 
sources. 

§ 886.117 [Reserved] 

§ 886.118 Amount of housing assistance 
payments in projects receiving 
other HUD assistance. 

(a) For any Section 221(d)(3) BMIR, 
Section 236, or Section 202 project, the 
Housing Assistance Payment shall be 
the amount by which the rent payable 
by the eligible Family under Section 8 
is less than the subsidized rent (which 
subsidy shall not be reduced by reason 
of any Section 8 assistance). 

(b) In no event may any tenant ben-
efit from more than one of the fol-
lowing subsidies: Rent Supplements, 
Section 236 deep subsidies, Section 23 
leasing assistance, and Section 8 hous-
ing assistance. 

[42 FR 5603, Jan. 28, 1977, as amended at 49 
FR 19948, May 10, 1984] 

§ 886.119 Responsibilities of the owner. 
(a) The Owner shall be responsible for 

management and maintenance of the 
project in conformance with require-
ments of the Regulatory Agreement. 
These responsibilities shall include but 
not be limited to: 

(1) Payment for utilities and services 
(unless paid directly by the Family), 
insurance and taxes; 

(2) Performance of all ordinary and 
extraordinary maintenance; 

(3) Performance of all management 
functions, including the taking of ap-
plications; determining eligibility of 
applicants in accordance with part 5 of 
this title; selection of families, includ-
ing verification of income, in accord-
ance with part 5 of this title, obtaining 
and verifying Social Security Numbers 
submitted by applicants (as provided 
by part 5, subpart B, of this title), ob-
taining signed consent forms from ap-
plicants for the obtaining of wage and 
claim information from State Wage In-
formation Collection Agencies (as pro-
vided in part 5, subpart B, of this title), 
and other pertinent requirements; and 
determination of the amount of tenant 
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