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(3) Servicing units. Borrowers request-
ing rental assistance must have ten-
ants or eligible tenant applicants on a 
waiting list who are RA eligible. 

(b) Denial of requests. (1) If a rental 
assistance request is denied due to the 
loan applicant’s or borrower’s ineligi-
bility, the Agency will send the loan 
applicant or borrower written notifica-
tion of the decision with an expla-
nation of the denial. 

(2) If a rental assistance request to 
renew expiring rental assistance agree-
ments is denied because funding is not 
available, the Agency will notify the 
borrower and the borrower must notify 
the tenants of rent increases in accord-
ance with their lease and state and 
local law. Tenants losing rental assist-
ance due to a lack of Agency funding 
may quit the lease and vacate the 
housing without penalty in accordance 
with the terms of their lease. 

(3) Loan applicants or borrowers de-
termined to be eligible for RA as a re-
sult of an appeal or funding review will 
receive RA, if RA funding is available, 
beginning with the month following 
the date of the appeal or funding re-
view decision or beginning in the first 
month that RA funding becomes avail-
able. 

§ 3560.256 Rental assistance payments. 
(a) Borrower submission requirements. 

The borrower must submit monthly re-
quests for RA payments to the Agency 
based on occupancy as of the first day 
of the month previous to the month in 
which the request is being made. 

(b) Basis of RA requests. Borrower re-
quests for RA payments must be based 
on the difference between the basic 
rent plus utility allowances for each 
rental unit eligible for RA and the net 
tenant contribution of the tenant. 

(c) Payments to borrower. Prior to 
making RA payments to a borrower, 
the Agency will deduct from the ap-
proved RA payment amount any un-
paid loan payments, late fees, and 
other amounts which the borrower 
owes to the Agency. 

(d) Utility payments to tenants. The 
borrower must pay tenants the dif-
ference between the utility allowance 
and the tenant’s net contribution to 
rent when a tenant receiving RA is 
billed directly for utilities and the util-

ity allowance exceeds the net tenant 
contribution to rent. Such utility pay-
ments to tenants must be made on a 
monthly basis. 

(e) Administrative errors. Borrowers 
are responsible for correcting borrower 
errors made in regard to RA requests 
for payments. In accordance with sub-
part O of this part, borrowers will be 
required to repay the Agency for any 
unauthorized RA received or any unau-
thorized use of RA except in certain 
cases of tenant error or fraud. 

§ 3560.257 Assigning rental assistance. 

(a) Priorities for rental assistance. (1) 
Borrowers must use the following pri-
orities when assigning available rental 
assistance. 

(i) First priority is to eligible very 
low-income tenants paying the highest 
percentage of their adjusted annual in-
come for Agency approved shelter 
costs. 

(ii) Second priority, if the housing 
project has vacant rental units, is to 
eligible very low-income applicants on 
the waiting list. 

(iii) Third priority is to eligible low- 
income tenants paying the highest per-
centage of their adjusted annual in-
come for Agency approved shelter 
costs. 

(iv) Fourth priority, if the housing 
project has vacant rental units, is to 
eligible low-income applicants on the 
waiting list. 

(v) Fifth priority is to households 
which are residing in a rental unit for 
which they do not qualify on the basis 
of an occupancy waiver or other special 
approval situations. 

(2) In order to provide rental assist-
ance to the third, fourth, and fifth pri-
ority categories, a borrower must fully 
document either that there are no very 
low-income households on the housing 
project’s waiting list or that occupancy 
by low-income households is limited as 
follows: 

(i) For housing occupied on or after 
November 30, 1983, no more than 5 per-
cent of the units in the housing are oc-
cupied by low-income households; or 

(ii) For housing occupied before No-
vember 30, 1983, no more than 25 per-
cent of the units in the housing are oc-
cupied by low-income households. 
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(b) Continued eligibility. Tenants re-
ceiving rental assistance may continue 
to do so as long as they remain eligible 
for occupancy and for rental assistance 
under § 3560.254(c), and as long as rental 
assistance units are available. 

(c) Assignment of rental assistance. Ex-
cept as provided in § 3560.454(c) and 
using the priorities given in paragraph 
(a) of this section, borrowers must as-
sign available rental assistance units 
as soon as rental assistance units be-
come available. 

(1) When a rental assistance unit is 
assigned to an eligible existing tenant 
on a day other than the first day of a 
month, the Agency will not provide the 
borrower rental assistance for the 
newly assigned existing tenant and the 
tenant will not pay reduced rental 
charges until the first of the month fol-
lowing the assignment of the rental as-
sistance. 

(2) When an eligible applicant moves 
into a rental assistance unit on a day 
other than the first day of a month, 
they will pay a prorated rent based on 
the number of days they occupy the 
rental assistance unit and the amount 
of rental assistance they will be receiv-
ing. 

(d) Incorrectly assigned rental assist-
ance. Incorrectly assigned rental as-
sistance is viewed as unauthorized as-
sistance and handled in accordance 
with subpart O of this part. 

§ 3560.258 Terms of agreement. 
(a) Term of agreement. Rental assist-

ance agreements will be consistent 
with available funding. Rental assist-
ance agreements expire when the funds 
obligated for rental assistance units 
are fully disbursed in accordance with 
the conditions of the agreement. 

(b) Replacing expiring obligations. To 
the extent funds are available for re-
placement units, the Agency will renew 
rental assistance agreements. 

§ 3560.259 Transferring rental assist-
ance. 

(a) Agency authority. The Agency may 
transfer rental assistance in the fol-
lowing instances: 

(1) To accompany the transfer of a 
housing project to a different borrower; 

(2) After a voluntary conveyance or a 
foreclosure sale; 

(3) After a liquidation or prepayment; 
(4) To the extent permitted by law, 

when any rental assistance units have 
not been used for a 6-month period; or 

(5) When the loan cannot be closed. 
(b) Agency review before transferring 

rental assistance. The Agency must per-
form a review to determine if all eligi-
ble tenants in the project are receiving 
rental assistance before the Agency 
transfers it to another project. 

(c) Transferring rental assistance for 
displaced tenants. The Agency may 
transfer rental assistance from one 
housing project to another eligible 
housing project for a tenant who is 
moving due to displacement as a result 
of prepayment, liquidation, or a nat-
ural disaster. The tenant must begin 
using the rental assistance within 4 
months of the transfer or the RA will 
become available for use by the next 
rental assistance eligible tenant in the 
housing project. 

§ 3560.260 Rental subsidies from non- 
Agency sources. 

(a) General. The Agency may author-
ize the use of rental subsidies from 
sources other than the Agency in Agen-
cy financed housing projects. The 
Agency will make no commitment to 
providing Agency rental assistance at 
the expiration of the rental subsidies 
from other sources. 

(b) HUD vouchers. For tenants with 
HUD vouchers, the borrower must set 
the rental unit rent at the basic rent or 
the rent standard set by the public 
housing authority, whichever is less. 
The public housing authority distrib-
uting the HUD vouchers may set the 
utility allowance. 

(c) Loan proposals using non-Agency 
rental subsidy. Loan applicants or bor-
rowers proposing to use rental subsidy 
from sources other than the Agency 
must provide: 

(1) Documentation demonstrating 
that a market exists for households eli-
gible for the subsidy and the house-
holds are at income levels that would 
benefit from the amount of rental sub-
sidy that will be provided; 

(2) A plan describing actions to be 
taken when the rental subsidy expires 
to minimize the impact on tenants los-
ing the rental assistance and to avoid 
displacement; and 
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