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review utility allowances annually, ad-
just for accuracy, and submit any util-
ity allowance changes to the Agency
for approval. If no changes are needed,
the borrower must notify the Agency
that no changes were made. Docu-
mentation to justify utility allowances
must be maintained in the housing
project files.

(e) Funds contributed to reduce rents. If
borrowers use funds contributed from
sources other than the Agency (e.g.,
state or local grants, private contribu-
tions) to reduce general operating and
management expenses, housing project
rents must be reduced to reflect the
funding being used to offset housing
project expenses. When funds contrib-
uted from sources other than the Agen-
cy are used for housing project ex-
penses, the borrower must certify to
the Agency, in writing, that the funds
provided will not need to be repaid
with Agency funds. Funds from bor-
rower contributions or rehabilitation
loans will not be counted towards re-
ducing rents.

(f) Rents for resident manager, care-
taker, or owner-occupied unit. (1) If ap-
proved as a part of a management plan,
a borrower may occupy a rental unit in
a housing project when they are acting
as a management agent or resident
manager as specified in §3560.102(e).

(2) If the rental unit being occupied
by a borrower or resident manager is
designated as a revenue-producing
unit, borrowers must calculate the
rental charge to the borrower or resi-
dent manager in the same manner as
tenant contributions.

(3) If the rental unit being occupied
by a borrower or resident manager is
designated as a non-revenue producing
unit, borrowers must treat the cost of
providing the unit the same as other
non-revenue producing portions of the
housing project.

(g) LIHTC. Borrowers who receive
LIHTCs may establish rents in accord-
ance with LIHTC requirements. How-
ever, borrowers are obligated to ensure
that sufficient annual funds are avail-
able to cover expenses in the housing
project’s approved budget, including
the required payments on the bor-
rower’s Agency loan. Borrowers must
not use housing project funds to make
up any difference between rents re-
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quired under Agency program require-
ments and the maximum allowed rents
under the LIHTC program.

§3560.203 Tenant contributions.

(a) Tenant contributions. A tenant’s
contribution to rent charged for a rent-
al unit in an Agency financed housing
project is based on the tenant’s in-
come, as calculated on the Agency’s
tenant certification forms, and the
availability of Agency or non-Agency
rental subsidies.

(1) Tenant contributions. Borrowers
must set tenant contributions to rent
at the highest of the following stand-
ards but never more than the note rent:

(i) Thirty percent of monthly ad-
justed income;

(if) Ten percent of gross monthly in-
come;

(iii) An amount equal to the portion
of an assistance payment specifically
designated to meet the household’s
shelter costs if the household is receiv-
ing assistance payments from a public
agency; or

(iv) The basic rent, unless RHS rental
assistance is provided to the household.

(2) Tenant contribution surcharge. Ten-
ants in a Plan | housing project with
incomes above the eligibility standards
set in §3560.152(a)(1) must pay a 25 per-
cent surcharge in addition to note rent.

(b) Adjustment of tenant contribution.
Borrowers must adjust the tenant con-
tribution whenever there is a change in
tenant household status or income suf-
ficient to generate a revised tenant
certification in accordance with
§3560.152(e) or an Agency approved rent
or utility allowance change that af-
fects the tenant contribution amount.

(c) Overage. If a tenant’s tenant con-
tribution is higher than basic rent, bor-
rowers must remit to the Agency the
rent collected in excess of the basic
rent and up to the note rent.

§3560.204 Security deposits and mem-
bership fees.

(a) General. Borrowers may collect se-
curity deposits when it is reasonable
and customary for the area in which
the housing is located. Borrowers must
hold security deposits in a separate
bank or bookkeeping account in ac-
cordance with §3560.302(c)(3).
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(b) Allowable amounts. Borrowers may
charge security deposits that are typ-
ical for the area in which the housing
is located, as long as the security de-
posit charged a tenant does not exceed
that tenant’s net contribution for one
month’s rent or basic rent, whichever
is greater.

(1) As noted in §3560.102(b)(1)(viii) and
§3560.156(c)(18)(iii), borrowers must
specify in the housing project’s man-
agement plan how the amount to be
charged as a security deposit will be es-
tablished and must specify the amount
to be charged to individual tenants in
the lease to be signed by the tenant.

(2) Borrowers may charge security
deposits to households receiving HUD
assistance in accordance with HUD re-
quirements.

(3) Members of a cooperative shall be
required to pay a membership fee no
greater than one month’s occupancy
charge.

(4) Additional security deposits for
pets may be charged as long as the ad-
ditional deposit is not greater than
basic rent for 1 month. No additional
security deposit for assistance animals
is allowed where an assistance animal
is necessary for the normal functioning
of a household member with a dis-
ability.

(5) Borrowers must not charge addi-
tional security deposits based on dis-
abilities of tenants or other personal
characteristics.

(c) Payment plans. Borrowers must
offer, for persons who are eligible for
rental assistance or Section 8 assist-
ance, the option of paying the security
deposit on an installment payment
plan. Should installments not be met,
the total charge may become due and
payable in full.

(d) Charges for damage or loss. Bor-
rowers may charge tenants for damage
or loss caused or allowed by the tenant
equal to the cost of the damage or loss.

(1) Borrowers must consider expenses
due for addressing normal wear and
tear as normal operating expenses and
must not charge tenants a fee or with-
hold security deposits to pay for such
costs.

(2) Borrowers may withhold security
deposits and may charge tenants for
damage or loss costs above security de-
posit amounts.
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(e) State and local security deposit re-
quirements. Borrowers must follow all
state and local laws and other require-
ments governing the handling and dis-
position of security deposits.

(1) Resolution of any security deposit
disputes must be handled in accordance
with state and local law.

(2) Any interest earned on security
deposits will accrue in accordance with
state law.

(f) Unclaimed security deposits. Any
funds in the housing project’s security
deposit account unclaimed by a tenant
must be deposited into the housing
project’s general operating account.

§3560.205 Rent and utility allowance
changes.

(a) General. Borrowers must fully
document that changes to rents and
utility allowances are necessary to
cover housing or utility costs allowed
under the approved budget for the
housing. Any changes must apply to all
similar units in the housing project.

(b) Agency approval. Borrowers must
submit a fully documented request to
the Agency to effect any rent or utility
allowance change.

(1) Borrowers must obtain written
consent or approval from the Agency
as specified in paragraph (e) of this sec-
tion before implementing any changes
in the rents or utility allowances.

(2) If a borrower implements an unau-
thorized rent or utility allowance
charge, the Agency will require the
borrower to roll back rents to the last
authorized rent charge, and the bor-
rower must reimburse tenants for any
unauthorized rents collected.

(c) Timing of request for changes. Bor-
rowers must submit rent and utility al-
lowance change requests in conjunc-
tion with the annual budget submis-
sion as required under §3560.303(d). The
effective dates of any approved changes
will coincide with the start of the
housing project’s fiscal year or the
start of the season for seasonally occu-
pied farm labor housing. However, the
Agency will accept borrower requests
for rent or utility allowance changes
anytime during the year if a change is
necessary to preserve the financial in-
tegrity of the housing complex and the
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