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Subject:  Reminder to Appraisers to Consider Applicability of

          State and Local Laws (Rent Control, etc.), in their

          Estimation of the Value of Properties Without Federal

          Participation Under Title II of the Housing and

          Community Development Act of 1987, the Emergency Low

          Income Housing Preservation Act of 1987

     Attached is a sample letter to be given to owners of

projects who are requesting incentives under Title II - Emergency

Low Income Housing Preservation Act of 1987 (ELIHPA).  In turn,

they are to give the letter to the appraiser who they have hired

to estimate the Fair Market Value of the owner's property without

Federal participation.  In the recent Office of the Inspector

General's audit of the Title II program, it was determined that

in a number of cases, the appraisers did not consider the effect

of rent control in their value determinations.  In order to

ensure that items such as rent control are considered, this

Notice was prepared.  The valuation reviewer in your Office shall

assure, in the review, that the appraiser considered any

applicable State or local laws in the estimation of value.

Attachment

                                        _________________________

                                        Nicolas P. Retsina

                                        Assistant Secretary for

                                          Housing-Federal Housing

                                          Commissioner
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                              SAMPLE LETTER

SUBJECT:  Rent Control and Restrictive Covenants

          Preservation Appraisal - Title II

     In order to assist in estimating the "As Is" value of

properties under Title II of the Housing and Community Act of

1987, this memorandum must be provided to your appraiser when

instructions are given at assignment.  If the assignment has

already begun, he/she should be provided this memorandum as soon

as possible.

     The objective of the appraisal is to estimate the

unregulated market value of the property in the absence of any

Federal participation, but not excluding State or local

requirements such as rent control.  There have been a number of

cases where the appraisers have not considered the effects that

rent control or restrictive covenants would have on the property.

It is the owner's appraiser's responsibility to explore fully and

reflect the effect rent control would have on the unsubsidized

Fair Market Value and to determine the effect that any

restrictive covenants, easements, etc., could have on the value

of the property.

                                   Sincerely,

                                   Field Office Managers

