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(e) Total number of units by unit size
(by bedroom count) for which Section 8
assistance is requested; and
(f) Affirmative Fair Housing Marketing Plan on a HUD-prescribed form.
To be eligible to become an owner of
housing assisted under this subpart,
the owner must meet the disclosure
and verification requirements for Social Security and Employer Identification Numbers, as provided by part 5,
subpart B, of this title.
(Approved by the Office of Management and
Budget under control number 2502–0204)
[42 FR 5603, Jan. 28, 1977, as amended at 54
FR 39708, Sept. 27, 1989; 61 FR 11118, Mar. 18,
1996]

§ 886.106 Notices.
(a) Within 10 days of receipt of each
completed application by the HUD field
office, the field office shall send to the
chief executive officer of the unit of
general local government in which the
proposed assistance is to be provided, a
notification in a form prescribed by
HUD for purposes of compliance with
Section 213 of the HCD Act.
(b) If an application is approved, HUD
shall send to the Owner a notice of application approval. If an application
can be approved only on certain conditions, HUD shall notify the Owner of
the conditions and specify a time limit
by which those conditions must be
met. If an application is disapproved,
HUD shall so notify the Owner by letter indicating the reasons for disapproval.
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[42 FR 5603, Jan. 28, 1977, as amended at 53
FR 3368, Feb. 5, 1988]

§ 886.107 Approval of applications.
HUD shall approve applications, after
considering all pertinent information
including comments (if any) received
during the comment period from the
unit of general local government, based
on the following criteria:
(a) The Owner’s Affirmative Fair
Housing Marketing Plan is approvable.
(b) The HUD-approved unit rents are
approvable within the Fair Market
Rent limitations contained in § 886.110.
(c) The residential units meet the
housing quality standards set forth in
§ 886.113, except for such variations as
HUD may approve. Local climatic or

geological conditions or local codes are
examples which may justify such variations.
(d) A significant number of residents,
or potential residents, in the case of
projects having a vacancy rate over 10
percent, are eligible for and in need of
Section 8 assistance.
(e) The infusion of Section 8 assistance into the subject project should
not affect other HUD-related multifamily housing within the same neighborhood in a substantially adverse
manner. Examples of such adverse effects are (1) substantial move-outs
from nearby HUD-related projects precipitated by much lower rents in the
subject project, or (2) substantial diversion of prospective applicants from
such projects to the subject project.
(f) A first priority is given to HUDInsured or Secretary-Held projects
with presently serious financial problems, which are likely to result in a
claim on the insurance fund in the near
future. To the extent resources remain
available, assistance also may be provided to projects with potentially serious financial problems which, on the
basis of financial and/or management
analysis, appear to have a high probability of producing a claim on the insurance funds within approximately
the next five years.
(g) The infusion of Section 8 assistance into the subject project solves an
identifiable problem, e.g., high vacancies and/or turnover, and provides a
reasonable assurance of long-term
project viability. A determination of
long-term viability shall be based upon
the following considerations:
(1) The project is not subject to any
serious problems that are non-economic in nature. Examples of such
problems are poor location, structural
deficiencies or disinterested ownership.
(2) The Owner is in substantial compliance with the Regulatory Agreement. Owners are not diverting project
funds for personal use. No dividends are
being paid during any period of financial difficulty.
(3) The management agent is in substantial compliance with the management agreement. The current management agreement has been approved by
HUD. Financial records are adequately
kept. Occupancy requirements are
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being met. Marketing and maintenance
programs are being carried out in an
adequate manner, based upon available
financial resources.
(4) The project’s problems are primarily the result of factors beyond the
control of the present ownership and
management.
(5) The major problems are traceable
to an inadequate cash flow.
(6) The infusion of Section 8 assistance will solve the cash flow problem
by:
(i) Making it possible to grant needed
rent increases;
(ii) Reducing turnover, vacancies and
collection losses.
(7) The Owner’s plan for remedying
any deferred maintenance, financial
problems, or other problems is realistic
and achievable. There is positive evidence that the Owner will carry out
the plan. Examples of such evidence
are the Owner’s past performance in
correcting problems and, in the case of
profit-motivated Owners, any cash contributions made to correct project
problems.
(h) Any plan submitted pursuant to
§ 886.105(d) is found by HUD to be adequate.
§ 886.108 Maximum annual contract
commitment.
(a) Number of units assisted. Based on
analysis of housing assistance needs of
families residing or expected to reside
in the project, HUD shall determine
the number of units to be assisted up
to 100 percent of the units in the
project. All units currently assisted
under section 23 or section 8 shall be
converted and included under the Contract pursuant to this subpart, unless
the parties to the Lease or Contract
object to such conversion. Units assisted under section 101 of the Housing
and Urban Development Act of 1965 or
under section 236(f)(2) of the National
Housing Act shall not be included
under the Contract pursuant to this
subpart unless the Owner proposes and
HUD approves such conversion.
(b) Maximum annual Contract commitment. The maximum annual housing assistance payments that may be committed under the Contract shall be
that amount which, when paid annually over the term of the Contract, is

§ 886.109

determined by HUD to be sufficient to
provide for all housing assistance payments and fees under the Contract.
(c) Project Account. In order to assure
that housing assistance payments will
be increased on a timely basis to cover
increases in Contract Rents or decreases in Family Incomes:
(1) A Project Account shall be established and maintained, in an amount as
determined by the Secretary consistent
with his responsibilities under section
8(c)(6) of the Act, out of amounts by
which the maximum annual Contract
commitment per year exceeds amounts
paid under the Contract for any year.
This account shall be established and
maintained by HUD for each project as
a specifically identified and segregated
account, and payment shall be made
therefrom only for the purposes of (i)
housing assistance payments, and (ii)
other costs specifically authorized or
approved by the Secretary.
(2) Whenever a HUD-approved estimate of required housing assistance
payments for a fiscal year exceeds the
maximum annual Contract commitment, and would cause the amount in
the Project Account to be less than an
amount equal to 40 percent of such
maximum annual Contract commitment, HUD shall, within a reasonable
period of time, take such additional
steps authorized by Section 8(c)(6) of
the Act as may be necessary to carry
out this assurance, including (as provided in that section of the Act) ‘‘the
allocation of a portion of new authorizations for the purpose of amending
housing assistance contracts.’’
§ 886.109 Housing assistance payments
to owners.
(a) General. Housing Assistance Payments shall be paid to Owners for units
under lease by eligible families, in accordance with the Contract and as provided in this section. These Housing
Assistance Payments will cover the difference between the Contract Rent and
the Tenant Rent. Where applicable, the
Utility Reimbursement will be paid to
the Family as an additional Housing
Assistance Payment. The Contract will
provide that the Owner will make this
payment on behalf of HUD. Funds will
be paid to the Owner in trust solely for
the purpose of making this additional
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