§3560.58

designated place list consisting of
places identified by the partnership as
high need areas based on criteria con-
sistent with the Agency’s and the
state’s authorizing statutes. The part-
nership agreement and partnership des-
ignated place list must have the con-
currence of the Administrator.

(c) Administrator’s discretion. The Ad-
ministrator may add to the list of des-
ignated places any place that is deter-
mined to have a compelling need for
MFH, for example, a place that has had
a substantial increase in population
not reflected in the most recent census
data, or a place that has experienced a
loss of affordable housing because of a
natural disaster.

(d) Restrictions on loans in certain des-
ignated places. (1) Initial loan applica-
tions will not be requested and final
loan applications will not be closed for
housing proposals in designated places
where any of the following conditions
exist:

(i) The Agency has selected another
MFH proposal in the designated place
for processing.

(ii) A previously funded Agency, the
U.S. Department of Housing and Urban
Development (HUD), low-income hous-
ing tax credit or other similar assisted
MFH in the designated place has not
been completed or has not reached pro-
jected occupancy levels.

(iii) Existing assisted MFH in the
designated place is experiencing high
vacancy levels.

(iv) A special note rent or other loan
servicing tool is pending or in effect for
other assisted housing in the des-
ignated place, or

(v) The need in the market area is for
additional rental assistance and not
additional rental units.

(2) Exceptions to the provisions in
§3560.57(d)(1) may be made:

(i) When a group home is proposed for
persons with disabilities in an area
where the existing MFH is insufficient
or unavailable for their needs; or

(i) There is a compelling need for ad-
ditional MFH, for example when the
units that have been approved or are
under development represent only a
small portion of the total units needed
in the community.
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§3560.58 Site requirements.

(a) Location. (1) New construction
section 515 loans will be made only in
designated places selected by the Agen-
cy in accordance with the requirements
of §3560.57.

(2) Agency-financed MFH must be lo-
cated in residential areas as part of es-
tablished rural communities, except as
permitted in §3560.58(b), and for farm
labor housing units financed under sec-
tions 514 and 516, which may be devel-
oped in any area where a need for farm
labor housing exists.

(3) Communities in which Agency-fi-
nanced MFH is located must have ade-
quate facilities and services to support
the needs of tenants.

(4) Housing complexes will not be lo-
cated in areas where there are undesir-
able influences such as high activity
railroad tracks; adjacent to or near in-
dustrial sites; bordering sites or struc-
tures which are not decent, safe, or
sanitary; or bordering sites which have
potential environmental concerns such
as processing plants. Sites which are
not an integral part of a residential
community and do not have reasonable
access, either by location or terrain, to
essential community facilities such as
water, sewerage removal, schools,
shopping, employment opportunities,
medical facilities, may not be accept-
able. Consistent with Federal law and
Departmental Regulation, the Agency
must conduct an environmental assess-
ment and a civil rights impact analysis
before a site can be accepted. Sites
may be determined by the Agency to be
unacceptable if any of the adverse con-
ditions described in this paragraph
exist.

(b) Structures located in central busi-
ness areas. The Agency will consider fi-
nancing construction or the purchase
and substantial rehabilitation of an ex-
isting structure located in the central
business area of a rural community.
With prior consent from the Agency, a
portion of such a structure may be des-
ignated for commercial use on a lease
basis. RHS funds may not be used to fi-
nance any cost associated with the
commercial space.

(c) Site development costs and stand-
ards. The cost of site development must
be less than or comparable to the cost
of site development at other available
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sites in the community and the site
must be developed in accordance with 7
CFR part 1924, subpart C and any appli-
cable standards imposed by a state or
local government.

(d) Densities. Allowable site densities
will be determined based on the fol-
lowing criteria:

(1) Compatibility and consistency
with the community in which the MFH
is located;

(2) Impact on the total development
costs; and

(3) Size sufficient to accommodate
necessary site features.

(e) Flood or mudslide-prone areas. (1)
The Agency will not approve sites sub-
ject to 100-year floods when non-flood-
plain sites exist. The environmental re-
view process will assess the avail-
ability of a reasonable site outside the
100-year floodplain.

(2) Sites located within the 100 year
floodplain are not eligible for federal
financial assistance unless flood insur-
ance is available through the National
Flood Insurance Program (NFIP). The
Agency will complete Federal Emer-
gency Management Agency (FEMA)
Form 81-93, Standard Flood Hazard De-
termination, to document the site’s lo-
cation in relation to the floodplain and
the availability of insurance under
NFIP.

§3560.59 Environmental requirements.

Under the National Environmental
Policy Act, the Agency is required to
assess the potential impact of the pro-
posed action on protected environ-
mental resources. Measures to avoid or
at least mitigate adverse impacts to
protected resources may require a
change in the site or project design.
Therefore, a site cannot be approved
until the Agency has completed the en-
vironmental review in accordance with
7 CFR part 1940, subpart G, or any suc-
cessor regulation. Likewise, the appli-
cant should be informed that the envi-
ronmental review must be completed
and considered before the Agency can
make a commitment of resources to
the project.

§3560.60 Design requirements.

(a) Standards. All Agency-financed
MFH will be constructed in accordance
with 7 CFR part 1924, subpart A and

§3560.60

will consist of two or more rental units
plus appropriate related facilities. Sin-
gle family structures may be used for
group homes and cooperative housing.
Also, manufactured homes may be used
to create MFH and single family hous-
ing originally financed through section
502 of the Housing Act of 1949 may be
converted to MFH. Maintenance re-
quirements are listed in §3560.103(a)(3).

(b) Residential design. All MFH must
be residential in character, except as
provided for in §3560.58(b), and must
meet the needs of eligible residents.

(c) Economical construction, operation
and maintenance. Taking into consider-
ation life-cycle costs, all housing must
be economical to construct, operate,
and maintain and must not be of elabo-
rate design or materials.

(1) Economical construction means
construction that results in housing of
at least average quality with amenities
that are reasonable and customary for
the community and necessary to appro-
priately serve tenants.

(2) Economical operating and mainte-
nance means housing with operational
and maintenance costs that allow a
basic rent structure less than or con-
sistent with conventional rents for
comparable units in the community or
in a similar community except that
when determined necessary by the
Agency to allow for decent, safe and
sanitary housing to be provided in mar-
ket areas where conventional rents are
not sufficient to cover necessary oper-
ating, maintenance, and reserve costs.
Basic rents may be allowed to exceed
comparable rents for conventional
units, but in no case may the rent ex-
ceed 150% of the comparable rent for
conventional unit rent level.

(3) In meeting the Agency objective
of economical construction, operation
and maintenance, housing proposals
must:

(i) Contain costs without jeopard-
izing the quality and marketability of
the housing;

(i) Employ life-cycle cost analyses
acceptable to the Agency to determine
the types of materials which will re-
duce overall costs by lowering oper-
ation and maintenance costs, even
though their initial costs may be high-
er; and
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