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Sunshine Act Meetings Federal Register

Vol. 56, No. 179

Monday, September 16, 1991

This section of the FEDERAL REGISTER LOCATION: Room 556, Westwood Towers
contains notices of meetings published Building, 5401 Westbard Avenue,

under the “Government in the Sunshine Bethesda, Maryland.

Act” (Pub. L. 94-409) 5 US.C. 552b(e)(3). sTATUS: Open to the Public.

MATTERS TO BE CONSIDERED:
AFRICAN DEVELOPMENT FOUNDATION 1. Pride in Public Service Award

BOARD OF DIRECTORS MEETING The Commission will present the
Pride in Public Service Award to
September’s recipient.

TIME: 11:00 a.m~1:00 p.m.

PLACE: African Development
Foundation.

DATE: Monday, 23 September 1991.
STATUS: Open.

2. Voluntary Stendards/Iiternational
Affairs Activities

The staff will brief the Commission on
voluntary standards and international
Agenda affairs activities carried out by staff
1. Chairman's Report during the third quarter of fiscal year
2. President’s Report 1991.

3. Other Business For a Recorded Message Containing the
CONTACT PERSON FOR MORE Latest Agenda Information, Call (301)
INFORMATION: Ms. Janis MeCollim, 673—-  492-5709.

3916 CONTACT PERSON FOR ADDITIONAL
Gregory Robesan Smith, INFORMATION: Sheldon D. Butts, Office
President. of the Secretary, 5401 Westbard Ave.,
[FR Doc. 81-22373 Filed 9-12-91; 3:28 pm|] Bethesda, Md. 20207 (301) 492-6200.

BILLING CODE 6116-01-M
Dated: September 11, 1991.

U.S. CONSUMER PRODUCT SAFETY Sheldon D. Butts,

COMMISSION Deputy Secretary.

TIME AND DATE: 10:00 a.m., Tuesday, [FR Doc. 91-22353 Filed 9-12-91; 2:37 pm]
September 17, 1991. BILLING CODE 6355-01-M




Corrections

Federal Register
Vol. 56, No. 179

Monday, September 16, 1991

This section of the FEDERAL REGISTER
contains editorial corrections of previously
published Presidential, Rule, Proposed
Rule, and Notice documents. These
corrections are prepared by the Office of
the Federal Register. Agency prepared
corrections are issued as signed
documents and appear in the appropriate
document categories elsewhere in the
issue.

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 253
[Docket Number 910767-1167]

interjurisdictional Fisheries

Correction

In rule document 91-20037 beginning
on page 41489, in the issue of
Wednesday, August 21, 1991, make the
following correction:

In the third column, in the SUMMARY:,
in the fourth line, “Fisheriesunding"
should read “Fisheries Act of 1986 (Act)
(title III of Pub. L. 99-658), (1) by
restricting enforcement funding".

BHLLING CODE 1505-01-D

DEPARTMENT OF COMMERCE
Patent and Trademark Office
37CFR Part 1

[Docket No. 81054-1195]
RIN 0651-AA49

Patent Interference Proceedings
Correction

In rule document 91-20645 beginning
on page 42528 in the issue of
Wednesday, August 28, 1991, make the
following correction:

§ 1.651 [Corrected]

1. On page 42529, in the third column,
the first two lines of § 1.651(c)(3) were
omitted. Following § 1.651(c)(2) insert
the following text: “(3) A testimony
period has been set to permit an
opponent to prove a date of".

§1.684 [Corrected]

~ 2.0n page 42530, in the first column,
in § 1.684(c), remove the first two lines
of text. The first line should read

“United States or the foreign country.
The".

BILLING CODE 1505-01-D

DEPARTMENT OF EDUCATION

National Advisory Council on
Educational Research and
Improvement; Meeting

Correction

In notice document 91-21680 beginning
on page 46175, in the issue of Tuesday,
September 10, 1991, make the following
correction:

On the same page, in the third column,
in “DATES AND TIMES", in the second
line, “September 26" should read
“September 25",

BILLING CODE 1505-01-D

BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

Meeting
Correction

In Sunshine Act notice document 91-
20959 appearing on page 43062 in the
issue of Friday, August 30, 1991, make
the following correction: On the same
page, in the second column, the date in
the file line should read *'8-28-1991."

BILLING CODE 1505-01-D

BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

Meeting
Correction

In Sunshine Act notice document 91-
20960 appearing on page 43062 in the
issue of Friday, August 30, 1991, make
the following correction: On the same
page, in the third column, in the file line
at the end of the document, "FR Doc. 91-
20959" should read "FR Doc. 91-20960",

BILLING CODE 1505-01-D

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration
21CFR Part 310

[Docket No. 81N-D022]
RIN 0905-AA06

Weight Control Drug Products for
Over-the-Counter Human Use; Certain
Active Ingredients

Correction

In rule document 91-18756 beginning
on page 37792 in the issue of Thursday,
August 8, 1991, make the following
corrections: -

1. On page 37792, in the first column,
under EFFECTIVE DATE:, "February 8,
1991" should read “February 10, 1992".

2. On page 37793, in the first column,
in the 12th and 15th lines, “February 8,
1991" should read “February 10, 1992".

3. On page 37798, in the first column,
in the second paragraph, in the 7th and
15th lines, “February 8, 1991" should
read “February 10, 1992".

§310.545 [Corrected]

4. On page 37799, in third column, in
§ 310.545(d)(2), “February 8, 1991"
should read "February 10, 1992".

BILLING CODE 1505-01-D

DEPARTMENT OF THE INTERIOR
Bureau of Land Management
[OR-110-4212-13; G-1-303]

Realty Actions; Sales, Leases, etc:
Oregon

Correction

In notice document 91-20114 beginning
on page 41704, in the issue of Thursday,
August 22, 1991, make the following
corrections:

1. On the same page, in the 3d column,
in the 19th line from the bottom,
“SW¥%SW¥." should read “"SW¥SW Y4

2. On page 41705, in the first column,
in the first full paragraph, in the first
line, "MFD" should read “MFP".

3. On the same page, in the same
column, in the 16th line, “6E.," should
read “6W.,".

BILLING CODE 1505-01-D
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DEPARTMENT OF LABOR

Employment and Training
Administration

Investigations Regarding
Certifications of Eligibility to Apply for
Worker Adjustment Assistance

Correction

In notice document 91-21394
appearing on page 44106 in the issue of
Friday, September 6, 1991, the file line
was omitted. It should appear following
the appendix as set forth below:

[FR Doc. 91-23194 Filed 9-5-91; 8:45 am|

BILLING CODE 1505-01-D

SECURITIES AND EXCHANGE
COMMISSION

Commission Meeting
Correction

In the issue of Wednesday, September
11, 1991, in the document appearing on
page 46342, make the following
correction: On the same page, in the
second column, in the file line at the end
of the document, “FR Doc. 91-21763"
should read “FR Doc. 91-21736".

BILLING CODE 1505-01-D
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Office of the Secretary
[Docket No. N-91-3124; FR 2851-N-02]

Statutorily Mandated Designation of
Qualified Census Tracts and Difficult
Development Areas for Section 42 of
the Internal Revenue Code of 1986

AGENCY: Office of the Secretary, HUD.
ACTION: Notice.

SuMMARY: This document provides a
revised designation of “qualified census
tracts” and an updated designation of
“difficult development areas” for
purposes of the low income housing tax
credit (“LIHTC") under section 42 of the
Internal Revenue Code of 1986, and
provides the revised methodology used
by the United States Department of
Housing and Urban Development
(*HUD") to reflect changes resulting
from 1990 amendments to section 42.

FOR FURTHER INFORMATION CONTACT:
Harold J. Gross, Acting Senior Tax
Attorney, Office of the General Counsel,
Department of Housing and Urban
Development, 451 Seventh Street, SW.,
Washington, DC 20410, telephone (202)
708-3260. A telecommunications device
for deaf persons (TDD) is available at
(202) 708-9300. (These are not toll-free
telephone numbers.)

SUPPLEMENTARY INFORMATION:

Previous Notice: A previous Notice
published in the Federal Register on
August 22, 1990 (55 FR 34397), made an
initial designation of Qualified Census
Tracts and Difficult Development Areas
and invited comment on these
designations and on HUD's
methodology, for consideration before
the next round of designations.

Public Comment Review: Five
comments were received. Two
comments urged that census tracts
eligible for Community Development
Elock Grant funds be designated as
Qualified Census Tracts. HUD believes
that this would be clearly inconsistent
with the requirements in sections
42(d)(5)(C)(ii) (I) and (I) of the Internal
Revenue Code of 1986 on designation of
Qualified Census Tracts.

One comment requested review of
census tract 2503.01 in Baltimore, MD,
based on a number of factors, including
several not contained in the
requirements of Code section
42(d)(5)(C)(ii)(I). The Department has
determined that census tract 2503.01 in
Baltimore does not meet the
requirements of section 42(d)(5)(C)(ii)(I).

A fourth comment expressed
appreciation that the Boston Primary

Metropolitan Statistical Area (“PMSA")
was designated as a Difficult
Development Area, and urged HUD to
ensure that its methodology for
designating Difficult Development Areas
continue to target resources where they
are most needed and that such
methodology not put lower-income core
cities at a disadvantage. HUD intends to
continue using its current methodology
for designating Difficult Development
Areas and to review periodically the
performance of this methodology in
accomplishing the purposes of Code
section 42(d)(5)(C)(iii).

A fifth comment, asking for
information on obtaining census tract
maps, was unrelated to the methodology
for designating Qualified Census Tracts
and Difficult Development Areas.

Summary of Relevant Changes to Low
Income Housing Tax Credit

The Omnibus Budget Reconciliation
Act of 1990 the "Act” amended section
42(d)(5)(C)(ii)(I) in two ways that affect
the designation of Qualified Census
Tracts. First, consistent with HUD
methodology, an amendment made by
section 11701(a)(2) of the Act specifies
that the income test should be based on
the most recent census data. Second, an
amendment made by section 11407(b)(4)
of the Act allows the Secretary of
Housing and Urban Development to use
enumeration districts if sufficient data
are not available to use census tracts.
For designations based on the 1980
Census, this change has the effect of
allowing HUD to designate Qualified
Census Tracts in areas for which the
Census Bureau did not develop tracts,
generally, in non-metropolitan areas.

Basis for New Designations of Qualified
Census Tracts and Difficult
Development Areas

The amendment to Code section
42(d)(5)(C)(ii)(I) required HUD to
redesignate Qualified Census Tracts for
two reasons. First, HUD may now
designate enumeration districts in areas,
mainly non-metropolitan areas, that
have not been delineated into census
tracts. Second, the designation of
enumeration districts in areas where
census tracts have already been
designated could result in the
disqualification of already designated
census tracts, if the population of the
newly designated enumeration districts
plus the population of the previously
designated census tracts exceeds 20
percent of the population of the area. In
addition, HUD discovered a calculation
error that affected the designation of
Qualified Census Tracts in Puerto Rico.

This notice lists all areas—census
tracts, enumeration districts, and, where

applicable, other small geographical
areas identified by the Census Bureau
within untracted regions—that satisfy
the requirement for designation as
Qualified Census Tracts. For the 50
States and the District of Columbia, as a
result of these changes, no previously
designated Qualified Census Tract has
been deleted, but some enumeration
districts and other geographical entities
have been added as Qualified Census
Tracts. In Puerto Rico, some census
tracts incorrectly designated in the last
Notice have been deleted. The principal
change for Puerto Rico, however, is that
the addition of enumeration districts in
combination with the 20 percent rule has
eliminated certain previously designated
census tracts that were not as poor as
the enumeration districts that were
added.

HUD bases its designation of Difficult
Development Areas on estimates of
local rents and incomes which are
updated annually. Therefore, HUD will
update its designation of Difficult
Development Areas annually as it
obtains new information on local rents
and incomes.

This Notice lists Difficult
Development Areas based on FY '91
Fair Market Rents (“FMRs") published
in the October 1, 1990 Federal Register
and FY '91 estimates of the section 8
very low income limit which were
approved by HUD on April 17, 1991. The
new list contains eight metropolitan
areas and 28 non-metropolitan counties
that were not on the initial list. Two
metropolitan areas and 10 non-
metropolitan counties that were on the
initial list are not on the new list. Once
again, the New York PMSA was the
metropolitan area that put the list of
metropolitan areas over the 20 percent
cap. As explained in the August 22, 1990
Notice, HUD divided the New York
metropolitan area into its constituent
areas, each of which has a population
comparable to or larger than most
metropolitan areas. Each county was
ranked on the basis of data from the
1980 Census and the top-ranked county
(Bronx) was included in the designation.
Last year, New York County
(Manhattan) was also included, but this
year the addition of the eight new
metropolitan areas precluded the
inclusion of New York County within
the 20 percent cap.

Revised Explanation of HUD
Designation Methodology

A. Qualified Census Tracts

In developing the LIHTC list of
Qualified Census Tracts, HUD uses the
most recent Census data and the most
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current metropolitan area definitions
established by the Office of
Management and Budget. Census data
are available from the 1980 census for
most areas on either a census tract or
enumeration district basis. Block
Numbering Areas (“BNAs") and
remainders of Minor Civil Divisions
(*MCDs") were used where tracts or
enumeration districts were not
available. Therefore, all U.S. geographic
areas are covered. The 1990 Census will
delineate census tracts for the entire
Inited States.

Qualified Census Tracts are
determined as follows:

1. A census tract must have 50 percent
of its households with incomes below 60
percent of the area median gross income
(*AMGI") to be eligible. HUD has
defined 60 percent of AMGI as 120
percent of HUD's Very Low Income
Limits, which are based on 50 percent of
area median family income, adjusted for
high cost and low income areas. The
1990 income estimates are then deflated
to the appropriate year, so they match
the Census income data.

2. For each census tract, the
percentage of households below the 60
percent income standard was
determined by (a) calculating the
average household size of the census
tract, (b) applying the income-standard
after adjusting it to match the average
household size, and (c) calculating the
number of households with incomes
below the income standard.

3. Qualified Census Tracts are those
in which 50 percent or more of the
households are income-eligible and the
population of all census tracts that
satisfy this criterion does not exceed 20
percent of the total population of the
respective area.

4. In areas where more than 20
percent of the population qualifies,
census tracts are ordered from the
highest percentage of eligible
households to the lowest. Starting with
the highest percentage, census tracts are
included until the 20 percent limit is
exceeded. If a census tract is excluded
because it raises the percentage above
20 percent, then subsequent census
tracts are considered to determine if a
census tract with a smaller population
could be included without exceeding the
20 percent limit.

B. Difficult Development Areas

In developing the list of Difficult
Development Areas, HUD compares
incomes with housing costs. The basis
for these comparisons are the HUD
income limits and FMRs used for the

Section 8 Existing Housing Program. The
procedure used in making these
calculations follows:

1. For each metropolitan area and
each nonmetropolitan county, a ratio is
calculated. This calculation uses the
two-bedroom FMR and the four-person
income limit for Very Low Income
households. The numerator of the ratio
is the ratio of the area FMR to the US
average FMR. The denominator of the
ratio is the ratio of 60 percent of the
AMCI to 60 percent of the U.S. median
gross income.

2. The ratios of the FMR to the income
limit are arrayed in descending order,
separately, for metropolitan areas and
for nonmetropolitan counties.

3. The Difficult Development Areas
are those areas with the highest ratios
cumulative to 20 percent of the
population of all metropolitan areas and
of all nonmetropolitan counties.

4. The American Housing Survey data
used to calculate the FMRs for New
York City are adjusted by eliminating
rent-controlled units. The FMRs are
recalculated on the basis of the adjusted
data. Because FMRs are based on recent
mover rents, the FMRs generally reflect
market rents rather than rent-controlled
rents.

Other Matters

A finding of No Significant Impact
with respect to the environment has
been made in accordance with HUD
regulations at 24 CFR part 50, which
implement section 102(2)(C) of the
National Environmental Policy Act of
1969. The Finding of No Significant
Impact is available for public inspection
between 7:30 a.m. and 5:30 p.m.
weekdays in the Office of the Rules
Docket Clerk at the above address.

This notice does not constitute a
“major rule” as that term is defined in
section 1(d) of the Executive Order on
Federal Regulations issued by the
President on February 17, 1981. An
analysis of the rule indicates that it does
not (1) have an annual effect on the
economy of $100 million or more; (2)
cause a major increase in costs or prices
for consumers, individual industries,
Federal, State, or local government
agencies, or geographic regions; or (3)
have a significant adverse effect on
competition, employment, investment,
productivity, innovation, or on the
ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or export
markets.

In accordance with 5 U.S.C. 605(b)
(the Regulatory Flexibility Act), the

undersigned hereby certifies that this
notice does not have a significant
economic impact on a substantial
number of small entities. The notice
involves the designation of “difficult
development areas’ and “qualified
census tracts" as required by Code
section 42 which designates areas and
tracts for use by political subdivisions of
the States in allocating the Low Income
Housing Tax Credit under section 42 of
the Code. This notice places no new
requirements on the States, their
political subdivisions, or on the
applicants for the credit. This notice
only details the technical methodology
used in making such designations.

Executive Order 12612, Federalism

The General Counsel, as the
Designated Official under section 6(a) of
Executive Order 12612, Federalism, has
determined that the policies contained
in this notice will not have substantial
direct effects on States or their political
subdivisions, or the relationship
between the Federal government and
the States, or on the distribution of
power and responsibilities among the
various levels of government. As a
result, the notice is not subject to review
under the order. The notice merely

- designates “difficult development areas"

and “qualified census tracts’ as
required under Code section 42, as
amended, which designated areas and
tracts are for the use by political
subdivisions of the States in allocating
the Low Income Housing Tax Credit
under section 42 of the Code.

Executive Order 12606, The Family

The General Counsel, as the
Designated Official under Executive
Order 12606, The Family, has
determined that this notice does not
have potential for significant impact on
family formation, maintenance, and
general well-being, and, thus, is not
subject to review under the Order. The
notice involves the designation of
“difficult development area” and
“qualified census tracts" as required by
section 42 of the Code, as amended,
which designated areas and tracts are
for use by political subdivisions of the
States in allocating the Low Income
Housing Tax Credit under section 42 of
the Code. The notice also details the
technical methodology used in making
such designations.

Dated: August 21, 1991.

Frank Keating,
Acting Secretary.
BILLING CODE 4210-32-M
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September 16, 1991

Part Il

Department of
Housing and Urban
Development

Office of the Secretary

24 CFR Parts 291, 577 and 578

Single Family Property Disposition;
Homeless Initiative; Final Rule
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Office of the Secretary

24 CFR Parts 291,577 and 578
IDocket No. R-91-1461; FR-2704-F-03]
RIN 2502-AE80

Single Family Property Disposition;
Homeless Initiative

AGENCY: Office of Secretary, HUD.
ACTION: Final rule.

SUMMARY: This rule makes final with
changes an interim rule published on
January 11, 1990 at 55 FR 1156. The rule
links HUD's Single Family Property
Disposition program to the Department's
priority to help end the tragedy of
homelessness by providing for the
disposition of HUD-acquired single
family properties for use by the
homeless.

EFFECTIVE DATE: October 16, 1991.

FOR FURTHER INFORMATION CONTACT:
Jacqueline B. Campbell, Single Family
Property Disposition Division, room
9172, (202) 708-4594; or William A.
Molster, Jr., Special Needs Assistance
Program, Room 7262, (202) 708—4300;
Department of Housing and Urban
Development, 451 Seventh Street SW.,
Washington, DC 20410. TDD number for
hearing- and speech-impaired, (202) 708~
4594, (These are not toll-free numbers.)
SUPPLEMENTARY INFORMATION: The
information collection requirements
contained in this rule were submitted to
the Office of Management and Budget
(OMB) for review under the Paperwork
Reduction Act of 1980 and approved
under OMB control numbers 2502-0306
and 2502-0412.

I. Background

This rule makes final an interim rule
published by the Department on January
11, 1990 (55 FR 1156), describing the
policies and procedures governing the
disposition of HUD-acquired properties
for use by the homeless. The rule
provides for disposition by direct sale or
lease with option to purchase. The rule
also provides for lease with option to
purchase for applicants for acquisition
grants under the Supportive Housing
Demonstration (24 CFR parts 577 and
578).

HUD acquires the single family
properties made available under this
rule in exchange for payment of
insurance claims under the FHA-insured
mortgage program, as well as by
conveyance to the Secretary as agent for
the United States under other Federal
laws or programs (except Real Estate

Owned (REO) properties acquired under
the Government National Mortgage
Association (GNMA) Mortgage-Backed
Securities Program). The disposition of
the property is authorized by section
204(g) of the National Housing Act.

A proposed rule that would govern the
entire Single Family Property
Disposition Program was published for
public comment on April 4, 1991, at 56
FR 13996. Today's final rule governing
the use of HUD-acquired property for
the homeless will be a subpart of the
more comprehensive rule. The section
numbers used in the interim rule have
been changed in today’s final rule to
conform with the section numbers of the
proposed comprehensive rule.

When the Department published the
interim rule on January 11, 1990, the
public was asked to comment on the
policies and procedures described in the
rule. Those comments, as well as the
experience of operating the program
under the interim rule for over a year,
have been considered in developing this
final rule.

I1. Public Comment

The Department received over 20
comments, the majority of which were
from organizations that provide housing
and services for the homeless
(providers). Several of the comments
referred to the analysis contained in the
preamble to the January 11, 1990 interim
rule regarding the overall cost of the
program to the mortgage insurance
funds. Although these commenters
generally disagreed with that analysis,
the Department believes its justification
in the preamble provides the best
analysis available from current data.
Other comments focused on the
following specific issues:

Applicant Approval Procedures and
Notice to Applicants (Section 291.410)

The interim rule requires that an
applicant be preapproved by HUD
before it is eligible to be notified of
properties. Two commenters stated that
nonprofit applicants should meet strict
qualifying standards and be screened
for good management and financial
ability.

HUD agrees with the commenters, and
has revised the final rule at
§ 291.410(a)(2) to include more thorough
applicant data before approval for
program participation. The final rule
also has been changed to require
applicants to agree in writing to abide
by all regulations governing the
program. This “master agreement" is in
addition to the lease agreement, which
covers matters concerned with the
property. The master agreement is also
required for purchasers of property for

use by the homeless. HUD believes
these measures will help ensure the
program is used for the intended
purpose by clearly delineating
requirements and responsibilities in
these two documents.

Another commenter stated that the
requirement for applicants to describe
past experience in working with the
homeless may deter groups that have no
experience in that area. Approval of an
applicant is not based entirely on the
applicant's experience. HUD recognizes
that some applicants may not have such
direct experience, but may have other
experience that will compensate, or may
make arrangements with an experienced
provider, such as a contractual
relationship, to provide necessary
supportive services.

One commenter recommended that
HUD field offices work cooperatively
with local neighborhood representatives
to make sure applicants meet all
specified criteria. HUD has issued
notices and guidelines to this effect to
the field offices, but sees no reason to
include this internal management tool in
the rule itself.

HUD received one comment stating
that the approval procedures are
confusing, and recommending that HUD
offer technical assistance to potential
applicants. HUD agrees, and has revised
§ 291.410 to clarify the data an applicant
must submit to HUD for approval to
participate in the program. In addition,
field offices have been instructed to
assist applicants in the approval
process.

One commenter suggested that
priority be given to governmental
applicants over nonprofits. Because the
program is not a competitive program,
HUD does not believe that any one
applicant should get a preference over
another, and no case was made by the
commenter of why government should
have priority over nonprofit
organizations. To the contrary,
experience with the program has shown
that a large majority of participants in
this program have been nonprofit
organizations, which have typically
taken the lead in addressing this major
social issue. HUD believes its policy of
first come-first served, as set out in
§ 291.410(b)(1), is a fair one. Applicants
are required to designate a geographical
area of interest, and HUD coordinates
the dissemination of information about
properties in that area in a manner that
ensures that applicants working in the
same area receive the information at the
same time.

Another commenter stated that
preference should be given to applicants
with homeless persons or formerly
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homeless persons either on the boards
of or employees of the applicants.
Again, HUD does not view this program
as a competitive one. It should also be
pointed out that, under § 281.435(b) of
this rule, boardmembers or employees of
a provider {and those with whom they
may have a family or business tie) may
not benefit from the program, which
includes occupying a property leased or
purchased by the provider. This
provision applies to all boardmembers
or employees of the provider, even
though they may be homeless.

One commenter suggested that lessees
of HUD-acquired properties be given
priority for funding under the McKinney
Act programs. Assistance under
McKinney Act programs, such as the
Supportive Housing Demonstration
programs, is awarded in national
competitions under statutory criteria.
HUD does not believe the McKinney Act
authorizes such a priority. However,
applicants for Supportive Housing funds,
under both the Transitional Housing
Program and the Permanent Housing for
Handicapped Homeless Program, are
required to demonstrate site control for
a project in most cases. In § 291.420, this
rule recognizes that requirement and
permits an applicant for a Supportive
Housing acquisition grant to lease,
under certain conditions, HUD-acquired
properties for a six-month term pending
the award of a grant to purchase the
property. If the applicant is unsuccessful
and is not awarded a grant, it may
convert the six-month lease to a lease
with an option to purchase, provided it
agrees to abide by the requirements of
this program.

One commenter expressed concern
about protecting the identity of
providers who use the properties to
provide shelter for victims of domestic
violence, and recommended that the
program guarantee the anonymity of
such providers and their occupants.
HUD recognizes the need to protect the
identity of all ocenpants of the
properties, whether or not they are
victims of domestic violence, but does
not believe it is necessary to include
such a provisian in the rule. The identity
of any individual occupying the
properties is protected under the
"personal privacy” exemption of the
Freedom of Information Act (5 U.S.C.
552(b)(6)). (HUD also interprets this
exemption as extending to street
addresses of properties leased under the
program, since information on the
location of properties can be used to
identify the occupants.) The exemption,
however, does not extend to groups or
organizations; therefore, the identity of
the providers, which are governmental

entities or nonprofit organizations,
cannot be protected.

Concentration of Property in a Single
Neighborhoed [Section 291.400(f))

The interim rule provides that, to the
extent practicable and possible, HUD
will aveid excessive concentration in a
single neighborhood of properties leased
or sold under this program. One
commenter suggested that no more than
five percent of HUD properties leased or
sold for the homeless should be in an
area, and no more than one such facility
per block, while ancther commenter
stated that making properties available
in clusters would facilitate delivery of
supportive services.

HUD believes that the need to avoid
excessive concentration in a single
neighborhood is important to the goal of
integrating former homeless persons into
the community. However, rigid
standards such as these would be
counterproductive and do not recognize
the diversity of communities and needs.
The need for flexibility outweighs the
need to establish strict standards to
ease delivery of supportive services.
Therefore, the rule is unchanged on this
issue.

Ten Percent of Inventory Available for
Lease Program (Section 291.400(c))

The interim rule prevides that up to
ten percent of HUD's total inventory of
eligible properties, as of October 1, 1989,
will be made available for lease under
this program. On October 1 in
subsequent years, the ten percent figure
will be adjusted upward or downward
to reflect increases or decreases in the
total inventory. Two commenters
recommended that HUD field offices be
given the authority to make more than
ten percent of their inventory available
where there is a demonstrated need.

While the ten percent cap remains in
the rule at § 291.400(c), HUD Regional
Offices have been given the authority to
increase the number of leased properties
in an area where the need for more
properties is demonstrated and where
there are sufficient properties available,
provided that the ten percent figure is
not exceeded nationwide.

Eligible Properties Available for Lease

The interim rule provides that
properties will not be made available for
lease under this program until they had
been listed for sale for at least 30 days.
(See § 291.1(c)(2) of the interim rule.)
Several commenters complained about
this procedure, pointing out that only
undesirable properties were still
available after 30 days. In addition, the
Congress expressed its disapproval of
this provision in the rule in section 337

of the Cranston-Gonzalez National
Affordable Housing Act (NAHA), and
prohibited HUD from implementing it in
a final rule.

The provision has been removed from
the final rule. All eligible properties,
whether offered for direct sale or lease,
will now be offered to approved
applicants for a ten-day period before
being offered for sale to the general
public. Properties on which no offer to
lease or purchase is received from an
applicant during the ten-day period will
then be made available for sale to the
general public. After a 45-day public
sale period, Field Offices will offer
eligible properties for lease to applicants
who have expressed an interest during
or after the 45-day public sale period, as
described in § 291.410(d)(3). Applicants
should note that, under § 291.425(cj, they
may submit a competitive bid during the
public bidding period. Direct sale offers
will be accepted at any time after the
initial ten-day offering period, under the
conditions described in § 291.410(d)(4).

Maximum 3-year Least Term {Section
291.415(b})

Under the interim rule, properties are
available for lease for a maximum of
three one-year terms. HUD received a
number of comments on this provision,
all of which stated that providers should
be allowed to lease properties for a
considerably longer period. This
provision was also disapproved by the
Congress in section 337 of the NAHA.
The final rule has changed to allow a
maximum of five years for the lease
period.

The main purpose of the Single Family
Property Disposition Program is to
reduce the inventory of HUD-acquired
properties in a manner that ensures the
maximum return to the FHA insurance
fund as quickly as pessible through the
sale of the properties at fair market
value. Only by replenishing the
insurance fund, which is self-sustaining,
can HUD ensure its strength and
preserve it for use by future
homebuyers. The purpose of the Single
Family Property Disposition Homeless
Initiative is to provide transitional
housing for the homeless through
providers who agree to help families,
through supportive services, become
self-sufficient and move into permanent
housing. HUD believes that five years is
the longest period that sale of the
property committed to this program can
reasonably be delayed.

Section 291.415(b) of the final rule
provides that a property may be leased
for an initial lease term of one year. The
lease is renewable for four additional
one-year terms, at the option of the
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provider and with the approval of HUD.
HUD approval to renew a lease is a new
provision in the final rule, but one that
the Department believes is necessary to
ensure that the program is used for the
intended purpose. HUD approval will be
based on whether the provider has met
the requirements of this rule and the
previous year's lease.

(Providers that leased properties under the
interim rule will be eligible to extend the
maximum term to five years if they sign new
leases that reflect all other changes to the
program as described in this rule.)

Responsibility for Cost of Repairs and
Taxes (Sections 291.415(d), 291.415(f)(2),
and 291.425(d)(2))

The interim rule requires providers
(lessees) to pay all repair costs on the
properties, including treatment of lead-
based paint, if necessary. It also
provides that properties will be sold on
an as-is basis. Five commenters
disagreed with this policy because of the
costs to the providers.

The policy of selling properties in as-
is condition in this program is the same
policy followed by HUD in its overall
Single Family Property Disposition
Program. HUD does not do extensive
refurbishing and repairs before the sale
of any property in its inventory,
although it does inspect and treat
defective painted surfaces. The
mortgage insurance funds, already
significantly depleted by a record
number of foreclosures, cannot cover the
costs of repairs and testing and
treatment for lead-based paint.
Providers that lease properties may use
rent proceeds, to the extent available, to
help defray the operating costs of a
property, which include reasonable
repair costs.

Testing and treatment for lead-based
paint is necessary only where applicants
lease or purchase properties constructed
before 1878 and where children under
the age of seven are expected to reside.
HUD suggests that, if applicants intend
to serve families with children under
seven, they exercise judgment by
selecting properties constructed after
1978. Where needed, one facility might
be designated for treatment to
accommodate families with children
under age of seven. The final rule
provides that, where testing of leased
property reveals the presence of lead-
based paint requiring treatment and the
lessee concludes that the cost of
treatment would be beyond its means,
the lessee may cancel the lease. The rule
has also been changed to require testing
and treatment, where necessary, on all
applicable surfaces, rather than
“chewable” surfaces.

One commenter believes that HUD
should pay the property taxes. HUD
disagrees, because property taxes also
form part of the operating costs of a
property, which may be paid out of any
rent proceeds received by providers
from occupants. Since the Department
receives only the nominal fee of $1 per
year during the lease period, any
payment for taxes by HUD would come
from the mortgage insurance fund,
further increasing the loss sustained by
the fund. Applicants may be able to
work with local governments to abate
property taxes, in which case it will not
be necessary to pay the taxes to HUD.

Ten Percent Discount on Purchase of
Property (Sections 291.415(f)(1).
291.420(a)(3), and 291.425(b))

The interim rule provides that
properties will be sold at a ten percent
discount. Several commenters thought
that the discount should be greater. The
preamble to the interim rule, under the
section entitled “Justification of the cost
of HUD's Single Family Homeless
Program,” provided HUD's justification
for not allowing a greater discount on
the sale of a property. Although helping
to end the tragedy of homelessness is a
priority of the Department, the Secretary
has an overarching responsibility to
protect the financial integrity of the FHA
insurance funds. Under the direct sales
program of the Homeless Initiative, the
ten percent discount to purchasers
causes little, if any, loss to the insurance
funds. The same cannot be said when
properties, which might otherwise be
sold promptly at fair market value, are
leased for $1 a year. Since the maximum
lease period has been increased to five
years, the loss to the funds will be an
even greater one. Therefore, the
Secretary has determined that, in order
to avoid further jeopardizing the
security of the insurance funds, no loss
may be sustained on sales under this
program and the allowable discount will
remain at ten percent. Thig discount is
available whether the applicant
purchases property under the direct sale
procedure, described in § 291.425(b), or
under the competitive sale procedure,
described in § 291.425(c),

Resident Rent (Section 291.415(c))

The interim rule allows providers to
charge rent to occupants based on their
ability to pay, but not in an amount that
exceeds the operating costs for the
property. One commenter suggested that
the rent charged should be calculated in
the same way rent is calculated for
residents of public housing or section 8
assisted housing, 7.e., under a formula
set out in section 3(a) of the U.S.
Housing Act of 1937 (1937 Act).

The final rule retains the provision
allowing providers to charge rent based
on the occupant's ability to pay.
However, the rule now provides that the
amount charged may not exceed the
amount allowed under the 1937 Act.
Under this formula, unless HUD
approves a higher rent after
consideration of such factors as the cost
of operating housing in the area and the
amount of the lessee's contribution to
the program, the maximum rent a
provider may charge occupants is the
highest of: (1) 30 percent of the family's
monthly adjusted income; (2) 10 percent
of the family's monthly income; or (3)
any part of welfare payments received
from a public agency by the family
specifically designated by the agency for
housing costs. In no event, however,
may the rent charged exceed the
operating costs of the property. HUD
will provide technical assistance to
providers in calculating maximum rents.

Definition of Homeless (Section 291.405)

One commenter wrote that the
definition of “homeless” in the interim
rule is too restrictive, and eliminates a
large majority of the homeless
population recognized in the Federal
preference rule applicable to public
housing and section 8 assisted housing
programs. (See 24 CFR 880.613 for the
preference rule as applied to a section 8
program, and 24 CFR 960.211 as applied
to public housing.)

HUD disagrees with the commenter.
The Federal preference rule applies to
public and Indian housing and section 8
housing assistance programs, and
generally gives a preference to persons
living in substandard housing, persons
paying more than 50 percent of their
income for rent, and persons
involuntarily displaced. It is not
considered a definition of homeless. As
used in the interim rule, the definition of
homeless is the statutory definition of
that term contained in the Stewart B.
McKinney Homeless Assistance Act.
The definition has been clarified in this
final rule to reflect the program purpose
of providing transitional housing
(§ 291.400(a)) for homeless persons and
to ensure that only persons who lack
shelter, commonly referred to as “'street
people,” and those residing in
emergency shelters and who lack
resources to obtain shelter are served.
Certain families and individuals who
are at imminent risk of becoming
homeless may also be served. The rule
includes an income limit for homeless
participants of 50 percent of the median
income for the area.
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Miscellaneous Issues

One commenter requested that HUD
clarify the provision in § 291.435(e) that
requires providers to administer a policy
designed to ensure that properties are
free from the illegal use, possession, or
distribution of drugs or alcohol, by
emphasizing that this section does not
prohibit the legal possession and use of
alcohol in single family housing. HUD
believes the wording of the rule is
sufficient, because it emphasizes the
illegal use of drugs and alcohol.

Nearly all commenters urged HUD to
assist with the operating costs and
supportive services. HUD understands
the cencern providers have with the
costs incurred in operating a program.
However, there are no FHA funds
available to assist providers under this
program with those costs. HUD has
always presumed providers that are in
the business of helping end
homelessness would have to commit or
obtain other funding sources to
participate, Hence, the requirement that
applicants demonstrate the financial
capacity to participate.

Funds are available to applicants for
McKinney Act grants under the
Supportive Housing Demonstration on a
matching basis. (See 24 CFR parts 577
and 578.) Generally, HUD conducts
competitions for these grants on an
annual basis as funds are appropriated
by Congress for the programs under the
Demonstration. An applicant for a
Supportive Housing grant may lease a
HUD-acquired property for a period of
six months pending award of a HUD
grant while its application for the grant
is pending. If a grant is awarded, it may
not only cover the costs of purchasing
the property but also help defray the
operating and supportive services costs.

One commenter suggested that
applicants who purchase properties be
allowed to re-sell them to homeless or
low-income families. HUD agrees with
the commenter. Under the interim rule,
applicants who purchase properties
through the direct sale procedure
(§ 291.425) are not restricted from
reselling the property in any way. The
final rule has not been changed with
respect to direct sale purchasers.

The interim rule provides that lessees
who exercise the option to purchase will
be offered the properties at the fair
market value established at the time of
the initiation of the lease, less ten
percent. The interim rule further
provides that, in the event conditions
beyond the control of the lessee cause a
property to decrease in value, the
property will be offered at the fair
market value at the time of purchase,
less ten percent. Section 291.415(f),

which governs the purchase of leased
properties, has been revised in this final
rule to require that lessee-purchasers
must agree to use the properties either to
house low-income tenants for a period
of not less than 10 years after purchase
or to resell the properties to low-income
buyers. If a lessee-purchaser does not
agree to such a commitment, the
property will be offered at the higher of
the fair market value at the time of
initiation of the lease or at the time of
purchase. After revisiting this issue,
HUD believes such a restriction is
necessary to deter lessees from leasing
properties at $1 a year while the value of
the property increases, then purchasing
at the lower price and re-selling at a
profit. To permit organizations such a
windfall is contrary to the spirit of this
program.

I11. Other Changes

HUD's experience with this program
has shown that its purpose has been
widely misunderstood. Many providers
saw it as a means to help low-income
families and individuals become
homeowners. While this objective is a
current priority of the Department, it is
not the purpose of this program.
Therefore, § 291.400(a) has been
expanded to explain more fully the
purpose of the Single Family Homeless
Initiative as a program to provide
transitional housing and supportive
services to the homeless with the goal of
helping them become self-sufficient. For
this reason, § 291.415(a) also contains a
new requirement that providers execute
a sublease agreement with the
occupants, in a form prescribed by HUD,
that limits an occupant's tenancy to no
longer than two years. Based on its
experience with other homeless
programs, HUD believes this period is
adequate, when supportive services are
provided, for the occupants to become
self-sufficient and obtain permanent
housing.

The final rule, at § 291.415(b), now
requires a lessee to sublease a property
to a homeless occupant within 30 days
of leasing the property from HUD or of a
vacancy occurring. (This provision does
not apply to Supportive Housing
applicants who are leasing properties
pending the award of a grant.) HUD
field offices may approve a longer
period than 30 days, on a case-by-case
basis, when HUD determines more time
is necessary to make repairs or for other
reasons. This change to the rule has
been made to ensure that properties are
used for the intended purpose as quickly
as possible. HUD believes that, in most
cases, thirty days is a sufficient time for
repairs or clean-up of the properties.

Lessees will be required, under
§ 291.415(d)(1), to establish an escrow
account, with HUD a co-signer on the
account, to ensure that funds are
available for the payment of taxes.
Lessees must make monthly deposits to
the account in an amount sufficient to
reimburse HUD for the payment of
taxes.

Before publication of the interim rule,
the Department required lessees to carry
insurance against damage to the
property (referred to as “hazard
insurance”). This requirement was
eliminated in the interim rule (see the
preamble at 55 FR 1159). The
Department stated then that it would
monitor such losses, and reserved the
right to reinstate the requirement if
losses proved substantial. While the
requirement is not reinstated in this
final rule, the Department believes the
issue needs further explanation.

The “hazard insurance” requirement
was for the purpose of insuring the
property against damage caused by
circumstances outside the control of the
lessee or the occupants of the property.
The elimination of the requirement to
carry such insurance did not diminish a
lessee’s responsibility for damage to the
property caused by the intentional or
negligent acts of the lessee or the
occupants, Leases under the program
require lessees to repair such damage
within a reasonable time after the
damage occurs, with failure or refusal to
do so constituting grounds for
termination of the lease or termination
from the program. This requirement now
appears in the final rule at § 291.415(e).
Whether the lessee obtains insurance to
protect itself against this type of loss is
left to the discretion of the lessee.

The final rule retains the requirement
to maintain insurance against loss by
reason of death or injury to any person
or loss or damage to the personal
property of any person resulting from
the use of the property, with the
Department as a beneficiary or payee.
However, the provision, at
§ 291.415(d)(2), has been changed to
clarify that the insurance is to be
maintained for the duration of the lease,
and that proof of insurance is to be
provided to HUD at the time the lease is
signed and as the policy is renewed.
Lessees are also required to notify HUD
if the insurance is cancelled,

A recordkeeping requirement has
been added to the final rule to assist
HUD in monitoring the program. In
addition, a waiver provision has been
added to allow for the waiver of any
nonstatutory requirement of the rule
unless a finding of good cause has been
made. (The waiver provision is
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contained in a new subpart F, and will
apply to all provisions of part 291,
including the final rule governing all
aspects of the Single Family Property
Disposition program, to be published in
the near future.) In compliance with the
Department's Statement of Policy on the
procedures governing the waiver of
regulations, published on April 22, 1991
(56 FR 18337), all waivers must be in
writing and supported by documentation
of the facts and reasons forming the
basis for the waiver, and will be
published in a Federal Register notice
containing all relevant information
concerning the waiver.

IV. Other Matters

The collection of information
requirements for this program were
submitted to OMB for review under
section 3504(h) of the Paperwork
Reduction Act of 1980, and were
approved under OMB control numbers
2502-0306 and 2502-0412.

This rule does not constitute a “major
rule” as that term is defined in section
1(d) of the Executive Order on Federal
Regulations issued by the President on
February 17, 1981. An analysis of the
rule indicates that it will not: (1) Have -
an annual effect on the economy of $100
million or more; (2) cause a major
increase in costs or prices for
consumers, individual industries,
Federal, State, or local government
agencies, or geographic regions; or (3)
have a significant adverse effect on
competition, employment, investment,
productivity, innovation, or on the
ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or export
markets.

A Finding of No Significant Impact
with respect to the environment has
been made in accordance with HUD
regulations at 24 CFR part 50, which
implement section 102(2)(C) of the
National Environmental Policy Act of
1969. The Finding is available for public
inspection between 7:30 a.m. and 5:30
p.m. weekdays in the Office of the Rules
Docket Clerk, Office of the General
Counsel, Department of Housing and
Urban Development, room 10276, 451
Seventh Street SW., Washington, DC
20410.

The General Counsel, as the
designated official under Executive
Order 12608, The Family, has
determined that some of the policies in
this final rule will have a potential
significant impact on the formation,
maintenance, and general well-being of
participating homeless families.
Participation of families in the program
can be expected to support family
values, by helping families remain

- together; by enabling them to live in

decent, safe, and sanitary housing; and
by offering the supportive services that
are necessary to acquire the skills and
means to live independently in
mainstream American society,

The General Counsel has also
determined, as the Designated Official
for HUD under section 6(a) of Executive
Order 12612, Federalism, that the
policies contained in this rule do not
have federalism implications and, thus,
are not subject to review under that
Order.

In accordance with 5 U.S.C. 605(b)
(the Regulatory Flexibility Act), the
Undersigned hereby certifies that this
rule will not have a significant economic

" impact on a substantial number of small
- entities because the program has been

designed to make properties available
with as little regulation as possible
under existing law.

This rule was listed as item number
1305 in the Department’'s Semiannual
Agenda of Regulations published at 56
FR 17360, 17389 on April 22, 1981, under
Executive Order 12291 and the
Regulatory Flexibility Act.

List of Subjects in 24 CFR
Part 291

Community facilities, Homeless,
Surplus government property, Low and
moderate income housing, Mortgages,
Lead poisoning, Conflict of interests,
Reporting and recordkeeping
requirements.

Part 577

Community facilities, Employment,
Grant programs—housing and
community development, Grant
programs—social programs,
Handicapped, Homeless, Indians,
Mental health programs, Nonprofit
organizations, Reporting and
recordkeeping requirements, Technical
assistance.

Part 578

Community facilities, Grant
programs—housing and community
development, Grant programs—social
programs, Handicapped, Homeless,
Mental health programs, Nonprofit
organizations, Reporting and
recordkeeping requirements, Technical
assistance,

Accordingly, for the reasons stated in
the preamble, chapters I and V of title
24 of the Code of Federal Regulations
are amended as follows:

CHAPTER Ii—OFFICE OF ASSISTANT
SECRETARY FOR HOUSING-FEDERAL
HOUSING COMMISSIONER, DEPARTMENT
OF HOUSING AND URBAN DEVELOPMENT

1. Part 291 is revised, to read as
follows:

PART 291—DISPOSITION OF HUD-
ACQUIRED SINGLE FAMILY
PROPERTY

Subparts A-D—{Reserved]

Subpart E—~Lease and Sale of HUD-

Acquired Single Family Properties for the
Homeless

Sec.

291.400 Purpose and scope.

291405 Definitions.

291.410 Applicant preapproval; notification °
of eligible properties.
201.415 Lease with option to purchase
properties for use by the homeless.
291.420 Supportive Housing Demonstration
program lease-option to purchase
properties.

201.425 Sale of properties for use by the
homeless.

201.430 Elimination of lead-based paint
hazards.

291435 Applicability of other Federal

requirements.
291.440 Recordkeeping requirements.

Subpart F—Waivers
291.500 Waivers

Authority: Secs. 203 and 211, National
Housing Act (12 U.S.C. 1709 and 1715b); sec.
2, Housing Act of 1949 (42 U.S.C. 1441); sec. 2,
Housing and Urban Development Act of 1968
(42 U.S.C. 1441a); sec. 7(d}, Department of
Housing and Urban Development Act {42
U.S.C. 3535(d)).

Subpart A-D—{Reserved]

Subpart E—Lease and Sale of HUD-
Acquired Single Family Properties for
the Homeless

§ 291.400 Purpose and scope.

(a) Purpose. The purpose of this
subpart is to describe the basic policies
and procedures that govern the
disposition of HUD-acquired one- to
four-family properties for use by the
homeless. The purpose of the program is
to assist individuals and families who
are homeless by providing them with
transitional housing and apprepriate
supportive services with the goal of
helping them move to independent
living. Use of HUD-acquired properties
by lessees must be with the
understanding that the housing provided
under this program is transitional and
the occupants are expected to seek and
obtain permanent housing resources
within two years.

(b) Property available. HUD will
make available, to applicants approved
by HUD, certain HUD-acquired single
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family: properties for use by the
homeless. Properties will be available
for lease with option to purchase, for
lease-option under the McKinney Act
Supportive Housing Demonstration
program, or for sale.

(c) Property evailable for lease with
option to purchase. HUD will make
available up to 10 percent of its total
inventory of eligible properties as of
October 1, 1989, Thereafter, on October
1 of each year, the 10 percent figure will
be adjusted upward or downward to
reflect increases or decreases in the
total inventory. Property will be
available for lease under the terms and
conditions described in § 291.415.

(d) Property available under a
McKinney Act Supportive Housing
Demonstration lease-option agreement.
Eligible properties will be available
under a lease-option to purchase
agreement, under the terms and
conditions described in § 291.420, to
Supportive Housing Demonstration
program applicants for acquisition
grants under 24 CFR parts 577 and 578.

(e) Property available for sale.
Eligible properties will be available for
competitive sale or direct sale for fair
market value, less a 10 percent discount,
under the terms and conditions
described in § 291.425.

(f) Concentration of properties. To the
extent practicable and possible, HUD
will avoid excessive concentration in a
single neighborhood of properties leased
or sold under this subpart,

(g) Failure to comply with
requirements. Failure to comply with the
requirements of this subpart, or the
requirements of a lease issued under
this subpart, may result in termination
from the program.

§291.405 Definitions.

As used in this subpart.

Applicant means a State, metropolitan
city, urban county, governmental entity,
tribe, or private nonprofit organization
that submits a written expression of
interest in eligible properties under this
subpart. Governmental entities include
those that have general governmental
powers (e.g., a city or county), as well as
those with limited or special powers
(e.g., public housing agencies or state
housing finance agencies). In the case of
applicants leasing properties while their
applications for Supportive Housing
Demonstration assistance are pending,
applicant means an entity meeting the
definition of applicant under 24 CFR
577.5 or 578.5.

Competitive sale means a sale
through a sealed bid process in
competition with other bidders where
properties have been publicly advertised
to all prospective purchasers for bids.

Direct sale means a sale to a selected
purchaser to the exclusion of all others
without resorting to advertising for bids.
Such a sale under this subpart is
evailable only to approved applicants.

Disposition means the sale, or lease
with option to purchase, of eligible
properties for use by the homeless.

Eligible properties means all single
family properties acquired by HUD
under the Mutual Mortgage Insurance
Fund, the Special Risk Insurance Fund,
the General Insurance Fund, or other
housing programs, except properties
committed to other HUD programs.

Homeless means:

(1) Individuals or families who lack
the resources to obtain housing, whose
annual income is not in excess of 50
percent of the median income for the
area, as determined by HUD, and who:

(i) Have a primary nighttime
residency that is a public or private
place not designed for, or ordinarily
used as, a regular sleeping
accommodation for human beings;

(ii) Have a primary nighttime
residence that is a supervised publicly
or privately operated shelter designed to
provide temporary living :
accommodations (including welfare
hotels, congregate shelters, and
transitional housing, but excluding
prisons or other detention facilities}); or

(iii) Are at imminent risk of
homelessness because they face
immediate eviction and have been
unable to identify a subsequent
residence, which would result in
emergency shelter placement {except
that persons facing eviction on the basis
of criminal conduct such as drug
trafficking and violations ef handgun
prohibitions shall not be considered
homeless for purposes of this definition);
or

(2) Handicapped person who are
about to be released from an institution
and are at risk of imminent
homelessness because no subsequent
residences have been identified and
because they lack the resources and
support networks necessary to obtain
access to housing.

HUD means the Department of
Housing and Urban Development.
Lessee means the applicant, approved
by HUD as financially responsible, that
executes a lease agreement with HUD
for an eligible property.

Occupant means a homeless
individual or family that occupies an
eligible property after that property has
been leased to an applicant under this
subpart.

Private nonprofit organization means
a secular or religious organization, no
part of the net earnings of which may
inure to the benefit of any member.,

founder, contributar, or individual. The
organization must:

(1) Have a voluntary board;

(2)(i) Have a functioning accounting
system that is operated in accordance
with generally accepted accounting
principles; or

(ii) Designate an entity that will
maintain a functioning accounting
system for the organization in
accordance with generally accepted
accounting principles;

(3) Practice nondiscrimination in the
provision of assistance under this
subpart in accordance with the
authorities described in § 291.430(a);
and

{4) Have nonprofit status as
demonstrated by section 501(c)(3) of the
Internal Revenue Code approval, or
demonstrate that an application for such
status is currently pending approval.

Secretary means the Secretary of the
Department of Housing and Urban
Development.

Single family property means a
property designed for use by one to four
families. :

State means any of the several States,
the District of Columbia, the
Commeonwealth of Puerto Rico, the
Virgin Islands, Guam, American Samoa,
the Northern Mariana Islands, the Trust
Territory of the Pacific Islands, and any
other territory or possession of the
United States.

Supportive Housing Demonstration
means the Transitional Housing
Program described in 24 CFR part 577 or
the Permanent Housing for the
Handicapped Homeless Program
described in 24 CFR part 578.

Tribe means any Indian tribe, band,
group, or nation, including Alaska
Indians, Aleuts, and Eskimos and any
Alaskan Native Village, of the United
States, which is considered an eligible
recipient under title I of the Indian Self-
Determination and Education
Assistance Act (25 U.S.C. 450) or was
considered an eligible recipient under
the State and Local Fiscal Assistance
Act of 1972 (31 U.S.C. 6701) before
repeal of that Act. Eligible recipients
under the Indian Self-Determination and
Education Assistance Act are
determined by the Bureau of Indian
Affairs.

§291.410 Applicant preapproval;
notification of eligible properties.

(a) Applicant preapproval. (1) An
applicant must be preapproved by HUD
before a Field Office may notify it of
eligible properties, as described in
paragraphs (b) and (c) of this section.

(b) Applicant agreement. A
preapproved applicant must agree in
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writing, on a form prescribed by HUD,
to abide by the provisions of this part in
order to lease or purchase properties
under this subpart. \

(c)Applicant data. To obtain
preapproval, applicants must provide to
the appropriate HUD Field Office the
following data: :

(1) A description of past experience
relevant to providing housing or
supportive services for the homeless, to
include, where available, racial, ethnic,
and gender data on persons served or
housed;

(2) A description of the particular
homeless population expected to occupy
the property (to include, where
available, racial, ethnic, and gender
data) supportive services required by
that group, and how the supportive
services will be provided;

(3) For applicants that desire to
sublease property during the period of
time the application for Supportive
Housing assistant is pending, as
described in § 291.420(c)(2),
documentation of the ability to meet the
obligations of § 291.415(d);

(4) For private nonprofit
organizations, information on eligibility,
including:

(i) The date the organization was
established;

(ii) Evidence that its board ef
directors is voluntary and approves the
application to HUD;

(iii) Evidence that the board
understands the responsibilities
contained in the lease;

(iv) Evidence that the board can enter
into lease arrangements with homeless
occupants; and

(v) Evidence of nonprofit status as
demonstrated by section 501(c)(3) of the
Internal Revenue Code approval {or
pending approval); and

(5) For private nonprofit
organizations, evidence of financial
capacity, including:

(i) The number of properties the
applicant expects to lease from HUD, an
estimate of the operating costs of the
properties per month, and the basis for
the estimate;

(ii) An estimate of all overhead costs
to administer the program;

(iii) Evidence of financial and other
resources to meet the obligations of
§ 291.415(d) and other operating costs of
the property, and the extent to which the
organization will rely on rents charged
the occupants to meet its obligations;

(iv) Evidence that the applicant has a
current audited financial statement for
the past two years or, if the applicant
has not been in existence for the past
two years or has not been audited, other
evidence of financial stability, (HUD has
determined, for purposes of the

requirements of this subpart, that States,
metropolitan cities, urban counties,
governmental entities, and tribes are
financially responsible.)

(d) Notification of eligible properties.
(1) Applicants, pre-approved by HUD as
described in paragraph (a) of this
section, must designate geographical
areas of interest to appropriate HUD
Field Offices. Upon request, and before
properties are listed for sale to the
general public, Field Offices will notify
applicants in writing when eligible
properties become available in the area
designated by the applicant. Such
properties will remain available for a
ten-day consideration and inspection
period before being offered to the
general public. The ten-day period will
begin to run upon notification of the
applicant by the Field Office. (Where
notification is by mail, the ten-day
period will begin to run five days after
mailing.) Field Offices will coordinate
the dissemination of the information to
ensure that where more than one
applicant designates a specific area,
those applicants receive the list of
properties at the same time, based on
intervals agreed upon between HUD
and the applicants. Properties will be
leased or sold to applicants on a first
come-first served basis.

(2) Applicants must submit a written
expression of interest to the Field Office
by the end of the ten-day period. If no
communication from the applicant is
received by the end of the ten-day
consideration and inspection period,
and no other applicant has expressed an
interest in the property, the Field Office
will offer the properties for sale to the
general public. HUD may limit the
number of properties held off the market
for an applicant at any one time, based
upon the applicant's financial capacity
as determined by HUD from information
provided in the preapproval process.

(3) After the initial ten-day offering
period, a property will not be available
to applicants for lease again until it has
been offered to the public for 45 days. If
an applicant expresses an interest in a
property during or after the 45-day
public sale period, the Field Office will
offer the property to the applicant for
ten days after the public sale period,
provided the property is unsold, no offer
from the public has been received, and
the property is not in a public bid-
offering period or committed to another
purpose or program.

(4) After the initial ten-day offering
period, a property will be available to
applicants for direct sale, provided the
property is unsold, no offer from the
public has been received, and the
property is not in a public bid-offering

period or committed to another purpose
or program.

(Approved by the Office of Management and
Budget under OMB control number 2502~
0412)

§291.415 Lease with option to purchase
properties for use by the homeless.

(a) Certification. Eligible properties
are available for lease to applicants,
approved by HUD, that certify that the
property will be utilized only for the
purpose of providing transitional
housing for the homeless during the
lease term and that the intended use of
the property will be consistent with all
local laws and regulations. The lease
agreement will be in a form prescribed
by the Secretary. Lessees must execute
a sublease with occupants in a form
prescribed by the Secretary limiting an
occupant's tenancy to no longer than
two years.

(b) Term of lease. (1) A lease of an
eligible property may be negotiated for
such time as the lessee requires, not to
exceed one year. Leases are renewable,
at the option of the lessee and with the
approval of HUD, at the end of the first
lease term for up to four additional one-
year terms, on a year-to-year basis,
provided the lessee has met the
requirements under this program.

(2) Approvals for lease renewals will
be denied if HUD determines that the
lessee has not complied with the
requirements of this part or the lease.

(3) A property will not be leased to a
lessee for a period longer than five
years. At the end of the five-year period,
if the lessee has not exercised the option
to purchase, HUD will notify the lessee
to vacate the property and, if necessary,
will take appropriate action under the
eviction laws of the jurisdiction in which
the property is located. All property
returned to HUD must be vacant, and
will be placed on the market for sale to
the general public.

(4) Within 30 days of leasing a
property from HUD or within 30 days
after a property is vacated, a lessee
must sublease the property to the
homeless, unless a longer period is
approved by HUD.

(c) Bent. (1) The lessee must pay HUD
a nominal rent of $1 for each one-year
lease period.

(2) A lessee may charge rent,
including utilities, to an occupant at a
rate appropriate to the financial means
of the occupant. Unless HUD approves
after consideration of such factors as the
cost of operating housing in the area and
the amount of the lessee’s contributions
to the program, such rent may not
exceed the highest of:
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(i) 30 percent of the family’s monthly
adjusted income {adjustment factors
include the number of people in the
family, age of family members, medical
expenses, and child care expenses);

(ii) 10 percent of the family’s monthly
income; or

(iii) If the family is receiving payments
for welfare assistance from a public
agency and a part of the payments,
adjusted in accordance with the family's
actual housing costs, is specifically
designated by the agency to meet the
family's housing costs, the portion of the
payments that is designated.

(3) In no event may the rent charged
an occupant exceed the occupant's pro
rata share of the lessee’s costs of
operating the property.

(d) Property operating costs and
insurance. (1) Lessees are responsible
for the payment of all utilities, taxes,
association fees, repair costs (including
treatment for lead-based paint, if
necessary), management costs, and any
other costs associated with the
operation of leased properties. Lessees
must establish an escrow account in a
financial institution insured either by
the Federal Deposit Insurance
Corporation (FDIC) or the National
Credit Union Share Insurance Fund,
with HUD as a co-signer on the account,
and must make monthly deposits to the
account in an amount sufficient to
reimburse HUD for any taxes on the
property,

(2) Lessees must obtain general
liability insurance on each leased
property, in an amount determined by
HUD and specified in the lease
agreement, against loss by reason of
death or injury to any person or loss or
damage to property of any person
resulting from the lessee’s use of the
property. A copy of the policy must be
provided to HUD upon execution of the
lease, and the insurance must be
maintained for the duration of the lease.

(3) If the lease is terminated before
the end of the lease term, taxes and
utilities due on the property will be
prorated between HUD and the lessee.

(4) In the event a lease is terminated
due to failure of the lessee to comply
with the lease agreement or the
requirements under this subpart, the
lessee must remove the occupants of the
property to adequate housing.

(e) Damage to leased properties. Any
damage to leased property caused by
the intentional or negligent acts of the
lessee or occupants must be repaired by
the lessee at its own expense. If the
lessee does not make the necessary
repairs within a reasonable time after
the damage occurs, HUD may, at its
option, make the repairs and charge the
cost to the lessee. Failure by the lessee

to make the necessary repairs or to
reimburse HUD for the cost of repairs
will constitute grounds for termination
of the lease and may result in
termination from the program.

(f) Purchase of leased properties. (1)
Lessees that desire to purchase leased
properties during the lease term will be
offered the properties at the lower of the
fair market value established at the time

.of the initiation of the lease or at the

time of the sale, less 10 percent,
provided lessees agree to use the
properties either to house low-income
tenants for a period of not less than 10
years or to resell the properties to low-
income buyers. If the lessee does not
agree to such conditions, the lessee must
purchase the properties at the higher of
the fair market value at the time of the
initiation of the lease or at the time of
the sale, less ten percent. Any repairs to
or rehabilitation of a property done by a
lessee during the lease term will not be
reflected in the purchase price.

(2) Sales of leased properties will be
on as-is. all-cash basis. HUD will not
pay a fee for a selling broker. HUD will
pay the closing agent's fee. The
purchaser must pay all other closing
costs.

§291.420 Supportive Housing
Demonstration program lease-option to
purchase properties.

(a) Lease-option for Supportive
Housing Demonstration program
applicants. (1) Eligible properties will be
available under a lease-option
agreement to applicants for acquisition
grants under the Supportive Housing
Demonstration program, as described in
24 CFR parts 577 or 5§78. An applicant
may enter into a lease-option agreement
with HUD for up to six months while its
application for Supportive Housing
assistance is being reviewed by HUD.

(2) Except as provided in paragraph
(c) of this section, the applicant may not
sublease the property during the lease
term. The applicant is responsible for
the payment of all taxes and utilities for
the property and for the security and
maintenance of the property, including
lawns and grounds, during the lease
term.

(3) The applicant may purchase the
property for fair market value, less 10
percent, at any time during the lease
period in accordance with the terms of
§ 291.415(f).

(b) Termination of the lease-option
agreement. If the applicant is not
approved for assistance under the
Supportive Housing Demonstration
program, or for any other reason desires
to terminate the lease-option agreement
during the lease term, the applicant must
promptly notify the Field Office that it is

releasing the property back to HUD. All
taxes will be prorated as of the
termination date of the lease-option
agreement, and the property must be
returned to HUD in the same condition
in which it was conveyed to the
applicant. The lease-option agreement
terminates automatically at the end of
the lease term if the applicant fails to
exercise its right to purchase and no
extension has been granted.

(c) Converting lease-option to lease
with option to purchase; occupancy
during lease-term. (1) A lessee whose
application for Supportive Housing
assistance is not approved may convert
the lease-option agreement to a lease
with option to purchase under the terms
and conditions of § 291.415, subject to
HUD approval.

(2) A lessee may be allowed to
sublease the property to the homeless
while its application for Supportive
Housing assistance is pending if the
lessee demonstrates to HUD's
satisfaction the ability to meet the
obligations described in § 291.415(d) and
the preapproval requirements of
§ 291.410. In the event the application
for Supportive Housing assistance is not
approved, the lessee must execute a
lease with option to purchase agreement
under the terms and conditions of
§ 291.415 in order to continue to
sublease.

§291.425 Sale of properties for use by the
homeless.

(a) Sale of properties. Eligible
properties are available for applicants to
purchase by either direct sale or
competitive sale for use by the
homeless.

(b) Direct sales. For direct sales, the
purchase price for the property will be
at the fair market value established for
the property in the approved disposition
program, less 10 percent.

(c) Competitive sales. As an
alternative to direct sales, an applicant,
whether or not preapproved by HUD,
may submit a competitive bid on any
property listed for sale to the general
public, following normal HUD
procedures for the competitive bid
process. If the applicant’s competitive
bid is the winning bid at the bid
opening, the HUD Field Office will
accept the bid, and will reduce the net
amount due HUD by 10 percent.

(d) Terms of sale. (1) To purchase
property by direct or competitive sale,
an applicant must execute Form HUD-
9548, Sales Contract. The applicant will
be given 30 to 60 days (depending on the
practice of the local HUD Field Office)
from the date of acceptance of the
contract by the Field Office to close the
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sale. Earnest money deposits and
closing extensicn fees may be collected
by the Field Office, if necessary, to
assure compliance with the sales
contract.

(2) Sales will be on an as-is, all-cash
basis. HUD will not pay a fee for a
selling broker. HUD will pay the closing
agent's fee. The purchaser must pay all
other closing costs.

(Approved by the Office of Management and
Budget under OMB control number 2502~
0306)

§ 291.430 Elimination of lead-based paint
hazards.

(a) Lead-based paint. The
requirements of the Lead-Based Paint
Poisoning Prevention Act (42 U.S.C.
4821-4846) and implementing regulations
at 24 CFR part 35 (except as superseded
in paragraphs (c) and (d) of this section)
apply to the lease or sale of property
constructed prior to 1978 under this
subpart. This section establishes
procedures to eliminate, as far as
practicable, the hazards of lead-based
paint poisoning with respect to
properties that may be occupied by
children under seven years of age. This
section is promulgated under 24 CFR
35.25(b){4) and supersedes, with respect
to this program, the requirements
prescribed in subpart C of 24 CFR part
35.

(b) Definitions. The following
definitions apply to this section:

Applicable surfaces means all intact
and non-intact painted interior and
exterior surfaces of a residential
structure.

Defective paint surfaces means paint
on applicable surfaces that is cracking,
scaling, chipping, peeling, or loose.

Lead-based paint means a paint
surface, whether or not defective,
identified as having a lead content
greater than or equal to 1 mg/cm?

(c) Inspection and treatment of
defective paint surfaces. HUD will
inspect the property for defective paint
surfaces before offering the property for
sale or lease. If defective paint surfaces
are found, treatment as required by 24
CFR 35.24(b)(2)(ii) shall be completed by
HUD before the sale or lease of the
property.

(d) Testing and treatment of
applicable surfaces. (1) If the lessee or
purchaser knows or has reason to
expect that the property will be
occupied by homeless families with
children under the age of seven years,
the lessee or purchaser must cause the
unil to be tested for lead-based paint on
all applicable surfaces before initial
occupancy. Testing must be conducted
by a State or local health or housing
agency, by an inspector certified or

regulated by a State or local health or
housing agency, or by an organization
recognized by HUD. Lead content must
be tested by using an X-ray florescence
analyzer (XRF) or other method
approved by HUD. Test readings of 1
mg/cm? or higher using an XRF shall be
considered positive for presence of lead-
based paint, Where lead-based paint is
identified, the lessee or purchaser must
cause all applicable surfaces to be
treated. Treatment must consist of
covering or removal of the paint surface
in accordance with 24 CFR
35.24(b)(2)(ii). If the lessee or purchaser
certifies to HUD that the property will
not be occupied by homeless families
with children under the age of seven
years, no testing or treatment will be
required.

(2) If a lessee or purchaser has reason
to believe that a property contains lead-
based paint on applicable surfaces, it
may, at its option, dispense with the
testing procedure and proceed directly
to treatment.

(3) The lessee or purchaser may not
allow the property to be occupied by
children under seven years of age until
proof of testing or treatment, if
necessary, has been submitted to and
reviewed by HUD.

(e) Where testing of leased property
reveals the presence of lead-based paint
requiring treatment and the lessee
concludes that the cost of treatment
would be beyond its means, the lessee
may cancel the lease.

§291.435 Applicabllity of other Federal
requirements.

Each lessee or purchaser of property
under this subpart must comply with the
following additional requirements:

(a) Nondiscrimination and equal
opportunity. (1) The requirements of the
Fair Housing Act {42 U.S.C. 3601-19) and
implementing regulations at 24 CFR part
100; Executive Order 11063, as amended
by Executive Order 12259'(3 CFR, 1959-
1963 Comp., p. 652 and 3 CFR, 1980
Comp., p. 307) (Equal Opportunity in
Housing) and implementing regulations
at 24 CFR part 107; title VI of the Civil
Rights Act of 1964 (42 U.S.C. 2000d)
(Nondiscrimination in Federally
Assisted Programs) and implementing
regulations at 24 CFR part 1; the
prohibitions against discrimination on
the basis of age under the Age
Discrimination Act of 1975 (42 U.S.C.
6101-07) and implementing regulations
at 24 CFR part 146; and the prohibitions
against discrimination against
handicapped individuals under section
504 of the Rehabilitation Act of 1973 (29
U.S.C. 794) and implementing
regulations at 24 CFR part 8.

(2) Lessees or purchasers that intend
to serve designated populations of the
homeless must comply, within the
designated population, with the
requirements for nondiscrimination on
the basis of race, color, religion, sex,
national origin, age, familial status, and
handicap.

(3) If the procedures that the lessee or
purchaser intends to use to make known
the availability of housing are unlikely
to reach persons of any particular race,
color, religion, sex, age, national origin,
familial status, or handicap who may
qualify for admission to the housing, the
recipient must establish additional
procedures that will ensure that
interested persons can obtain
information concerning the availability
of the housing.

(4) The lessee or purchaser must
adopt procedures to make available
information on the existence and
locations of facilities and services that
are accessible to persons with a
handicap and maintain evidence of
implementation of the procedures.

(b) Conflicts of interest. No person
who is an employee, agent, consultant,
officer, or elected or appointed official
of the lessee or purchaser of property
under this subpart, or who is in a
position to participate in a
decisionmaking process or gain inside
information with regard to the lease or
purchase of the property, may obtain a
personal or financial interest or benefit
from the lease or purchase of the
property, or have an interest in any
contract, subcontract, or agreement with
respect thereto, or the proceeds
thereunder, either for himself or herself
or for those with whom he or she has
family or business ties, during his or her
tenure or for one year thereafter.

(c) Use of debarred, suspended, or
ineligible contractors. The provisions of
24 CFR part 24 apply to the employment.
engagement of services, awarding of
contracts, or funding of any contractor
or subcontractor during any period of
debarment, suspension, or placement in
ineligibility status.

(d) Intergovernmental review. The
requirements for intergovernmental
review in Executive Order 12372, as
amended by Executive Order 12416 (3
CFR, 1982 Comp., p. 197 and 3 CFR, 1883
Comp., p. 186) and the implementing
regulations at 24 CFR part 52 are not
applicable to applications under this
subpart.

(e) Drug- and alcohol-free housing.
Lessees and purchasers are required to
administer, in good faith, a policy
designed to ensure that the property is
free from the illegal use, possession, or
distribution of drugs or alcchol.
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§291.440 Recordkeeping requirements.
Each lessee must establish and
maintain sufficient records to enable the
Secretary to determine whether the
requirements of this subpart have been
met. This includes, where available,
racial, ethnic, gender, and handicap
status data on the applicants for, and
beneficiaries of, this homeless initiative.

(Approved by the Office of Management and
Budget under OMB control number 2502~
0412)

Subpart F—Waivers

§291.500 Waivers.

Upon completion of a determination
and finding of good cause, the Assistant
Secretary for Housing-Federal Housing
Commissioner may waive any provision
of this part in any particular case,
subject only to statutory limitations. The
authority to waive a regulatory
requirement in this part may not be
redelegated by the Assistant Secretary
for Housing, except that he or she may
redelegate, to another Assistant
Secretary within the Department, the
authority to waive particular
requirements in subpart E of this part.
Each waiver must be in writing, and
must be supported by documentation of
the facts and reasons that formed the
basis for the waiver. HUD will publish a
notice in the Federal Register informing
the public of all waivers granted under
the authority of this section and
containing all relevant information
concerning the waiver.

CHAPTER V—OFFICE OF ASSISTANT
SECRETARY FOR COMMUNITY PLANNING
AND DEVELOPMENT, DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT

PART 577—TRANSITIONAL HOUSING

2. The authority citation for part 577
continues to read as follows:

Authority: Sec, 426, Stewart B. McKinney
Homeless Assistance Act (42 U.S.C. 11386);

sec. 7(d}, Department of Housing and Urban
Development Act (42 U.S.C. 3535(d)).

3. Section 577.135 is amended by

revising paragraph (c) to read as
follows:

§577.135 Assistance under other HUD
programs.
- - - - -

(¢) HUD-owned properties. (1) HUD
will make HUD-owned single family

properties in its inventory available to
applicants or potential applicants for
acquisition grants to purchase for use as
transitional housing for the homeless. To
obtain these properties, applicants may
request a listing of available properties
from the HUD field office, Property
Disposition Branch. If an applicant
wishes to purchase a property or
properties, it must enter into a lease-
option agreement with HUD. Under the
terms of the agreement, HUD will lease
the property to the applicant for up to
six months for one dollar. The lease-
option agreement will state that the
applicant may purchase the property at
a stated price during the lease period.
Except as provided in paragraph (c)(2)
of this section, an applicant leasing
property under this section may not
sublease or otherwise occupy the
property until after closing of the sale.
During the lease period, applicants will
be responsible for all taxes, utilities, and
maintenance, excluding hazard
insurance. Applicants demonstrating a
lease-option agreement at the time their
application for assistance is filed will be
regarded as having site control of the
property under § 577.210(b). If the option
is not exercised, the lease-option
agreement will expire at the end of six
months, and the property will be
returned to HUD's inventory, unless an
extension of time is authorized by HUD.

(2) An applicant may be allowed to
sublease the property to the homeless
while its application for assistance
under this part is pending if the
applicant demonstrates to HUD's
satisfaction that it has the ability, in the
event its application is not approved, to
continue in a lease arrangement with
HUD beyond the six-month lease term
under the requirements of subpart E of
24 CFR part 291.

PART 578—PERMANENT HOUSING
FOR HANDICAPPED HOMELESS
PERSONS

4. The authority citation for part 578
continues to read as follows:

Authority: Sec. 428, Stewart B. McKinney
Homeless Assistance Act (42 U.S.C. 11386);
sec. 7(d), Department of Housing and Urban
Development Act (42 U.S.C. 3535(d)).

5. Section 578.135 is amended by
revising paragraph (c) to read as
follows:

§ 578.135 Assistance under other HUD
programs.

- * * * *

(c) HUD-owned properties. (1) HUD
will make HUD-owned single family
properties in its inventory available to
applicants or potential applicants for
acquisition grants to purchase for use as
permanent housing for handicapped
homeless persons. To obtain these
properties, applicants may request a
listing of available properties from the
HUD field office, Property Disposition
Branch. If an applicant wishes to
purchase a property or properties, it
must enter into a lease-option agreement
with HUD. Under the terms of the
agreement, HUD will lease the property
to the applicant for up to six months for
one dollar. The lease-option agreement
will state that the applicant may
purchase the property at a stated price
during the lease period. Except as
provided in paragraph (c)(2) of this
section, an applicant leasing property
under this section may not sublease or
otherwise occupy the property until
after closing of the sale. During the lease
period, applicants will be responsible
for all taxes, utilities, and maintenance,
excluding hazard insurance. Applicants
demonstrating a lease-option agreement
at the time their application for
assistance is filed will be regarded as
having site control of the property under
§ 578.210(b). If the option is not
exercised, the lease-option agreement
will expire at the end of six months, and
the property will be returned to HUD's
inventory, unless an extension of time is
authorized by HUD.

(2) An applicant may be allowed to
sublease the property to the homeless
while its application for assistance
under this part is pending if the
applicant demonstrates to HUD's
satisfaction that it has the ability, in the
event its application is not approved, to
continue in a lease arrangement with
HUD beyond the six-month lease term
under the requirements of subpart E of
24 CFR part 291,

Dated: August 28, 1991.
Alfred A. DelliBovi,
Deputy Secretary.
[FR Doc. 91-21856 Filed 9-13-91; 8:45 am]
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