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   Special Attention of:                     Notice    H 94-25 (HUD)

All Regional Administrators;

Directors of Regional Housing;

Managers, Category A, B, and C Offices;      Issued:  04/15/94

Directors, Housing Management Divisions;     Expires: 04/30/95

Loan Management and Assisted Housing         ______________________________

Management Branch Chiefs; Contract           Cross References:

Administrators; Owners and Managers of

HUD-insured, HUD-assisted, Section 202,

HUD coinsured projects, projects with a Section 312 loan or a HUD Use

Agreement and Eligible ELIHPA and LIHPRHA Properties.

_______________________________________________________________________

   Subject:    Amendment to Notice H-94-15 for Temporary Relocation

               Housing Requirements and Additional Guidance for

               Flexible Subsidy for Eligible Multifamily Preservation

               (LIHPRHA and ELIHPA) Properties - HUD Earthquake Loan

               Program (HELP)

     Notice H 94-15 , issued March 17, 1994, provides initial

guidance about the processing of HUD Earthquake Loan Program

applications to Field Office staff and owners.  That Notice

indicated that further guidance would be provided concerning

Preservation properties that have not received a firm commitment

for a Section 241 loan prior to January 17, 1994.  This Notice

provides that further guidance.  This further guidance applies to

properties identified in Eligible Properties below.  Except as

modified by this Notice, all provisions of Notice H 94-15 apply

to these properties.

     In addition, this Notice revises the Temporary Relocation

Housing provision set out at pages 4 and 5 of Notice H 94-15.

These revisions apply to all properties covered by that Notice.

Temporary Relocation Housing.

     Owners may not refuse to re-house assisted tenants displaced

by the earthquake.  Also, HUD Handbook 4350.3, Occupancy

Requirements of Subsidized Multifamily Housing Programs, does not

authorize an owner/agent to refuse to renew a lease simply

because its term has expired.  Instead, specific adherence to the

termination requirements of the lease and strict compliance with

State landlord-tenant laws are mandatory before any rights to

residency can be involuntarily ended.  Neither does HUD Handbook

4350.3 permit termination of a resident's rent subsidy except in

strict compliance with the procedural and substantive

requirements set forth in Chapter 5.

     An owner must give any assisted tenant who was displaced by

the earthquake and wishes to renew occupancy at the property a

reasonable opportunity to do so unless he/she can show that the
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tenant was legally evicted and removed from the premises pursuant

to the terms of the lease and applicable State law prior to the

earthquake.  A reasonable opportunity to be re-housed includes a

reasonable notice of the opportunity, a reasonable period of time

to consider the re-housing offer, and a reasonable time to act on

that offer.

Owners/agents must be prepared to conduct active outreach to

their assisted residents, as repairs are completed, to advise

them of their re-housing rights and to let them know of the time

constraints associated with this opportunity.  In order to ensure

residents' timely and orderly response to this opportunity, and

to minimize delays in offering occupancy to others in the event

residents decline re-housing, owners/agents should establish a

relatively short time frame for decision/action by the tenant.

Owners/agents should develop a written re-housing policy

consistent with this Notice and carefully document each

resident's file with each step taken in the process.

ELIGIBLE PROPERTIES

     Requests for HELP assistance for Preservation properties

that are "eligible low-income housing" under Title II at 24 CFR

Part 248.201 or Title VI at 24 CFR 248.101. and have not received

a firm commitment for a Section 241 loan prior to January 17,

1994 must be processed in accordance with the guidance in this

Notice.

TERMS AND CONDITIONS

Owners of Preservation properties are subject to all of the Terms

and Conditions listed in Notice H 94-15 for both the "limited"

and "major" categories of repair needs.  In addition, there are

several specific terms and conditions applicable to Preservation

properties:

1.   Title II HELP Repayment and Use Restrictions.  Owners will

     receive full pre-earthquake Preservation benefits including

     funding of a Section 241(f) equity loan and Preservation

     Capital Needs Assessment (PCNA) repairs to the maximum

     extent possible within the Section 241(f) loan.  The Section

     241(f) equity loan will not be reduced by the amount of HELP

     funds received nor will it be increased if the PCNA repairs

     need to be funded from the HELP loan.  Earthquake repairs,

     funded under HELP in accordance with this Notice and HUD

     Notice H 94-15, will require owners to agree to maintain the

     low-income proportionality schedule that they agreed to in

     the Title II Plan of Action until such time as the HELP Loan

     has been repaid.  Amortization of the HELP Loan may begin at

     the maturity date of the underlying Section 236 or Section

     221(d)(3) loan.  The HELP Loan will  be a residual receipts

     note, non-amortizing until the first mortgage is completely
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     paid off.  It will accrue interest at one (1) percent per

     annum as long as the low-income proportionality is

     maintained and the property continues to meet HUD's Housing

     Quality Standards (HQS).

     If the owner fails to maintain the low-income

     proportionality or meet HQS, the HELP loan will be deemed

     due and payable at an accrued interest rate of four (4)

     percent per annum.  If the property is transferred to an

     eligible nonprofit owner (approved by the Department) and if

     the housing is needed in the community to meet the needs of

     the affected population, the HELP loan may be assumed and

     terms deferred or adjusted to maintain the low-income

     proportionality.  The owner's distributions will be as

     negotiated under the terms of their Plan of Action.

2.   Title VI HELP Repayment and Use Restrictions.  Title VI

     owners will receive full pre-earthquake Preservation

     benefits including the funding of an Extension Equity Loan

     or Transfer Acquisition Loan under Section 241(f).  The

     Multifamily Housing Development Director will make a

     lowest-cost determination for the funding of PCNA repairs to

     ascertain which costs less, the funding of the repairs from

     the HELP loan or from the Section 241(f) equity loan with

     the resulting repayment from Section 8 funds.  If the PCNA

     repairs are funded from the HELP loan, it will not increase

     either the Extension Preservation Value or the Transfer

     Preservation Value for the purpose of increasing the owner's

     equity.  The repayment of the HELP loan will begin at the

     maturity of the underlying first mortgage under Section 236

     or Section 221(d)(3) with the interest rate accruing at one

     (1) percent per annum.  The repayment terms can be modified

     by the Department, if it is determined to be to the benefit

     of the Department at the time the repayment is scheduled to

     begin (i.e., insufficient Section 8 appropriated to cover

     repayment costs).  At any time the owner fails to maintain

     the low-income proportionality or HQS, the loan will become

     due and payable with the interest accruing at four (4)

     percent per annum.  The increased interest rate will be

     taken from the owner's distributions.

3.   If the owner sells to a for-profit entity, then the HELP

     loan becomes due and payable co-terminous with repayment of

     the first mortgage.  If at such other time, there is a

     change in ownership which terminates the low-income

     affordability restrictions, the interest rate will change

     from four percent and begin accruing at a rate keyed to the

     index of the U. S. Treasury.
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     If there are further questions regarding the application

process or eligible use of funds, please contact the Los Angeles

HELP Servicing Earthquake Disaster Relief Team at (213) 251-7217.

                         _________________________________________

                         Nicolas P. Retsinas, Assistant Secretary

                         for Housing-Federal Housing Commissioner
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