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April 7, 1976

Hon. David D. Furman
P.O. Box 788
New Brunswick, New Jersey 08903

Dear Judge Furman:

Please find enclosed originals of defendants'
answers to plaintiffs' interrogatories numbered
2(two) and 7 (seven).

These are submitted pursuant to the permission
which you granted on the last day of trial.

iniel 'AT'Searing
Attorney for Plaintiffs

DAS:km

FIELD OFFICE:

NCDH IS A PUBLICLY-SUPPORTED ORGANIZATION, AND CONTRIBUTIONS ARE TAX DEDUCTIBLE.



HOW MANY LWMTS MAY BE ASSISTED IN ANY
STRUCTURE OR PROJECT?

Us :o ICO percent of the units in any now construction or
s-jbitin'.iji.'y rehabilitated project may be assisted. To encourage a
bro'a-i i conomlc mix of families, howevur, HUD .will give pro-
fc-rc- • to those projects in which 20 percent or fewer of the units
rezei.v .•••.i«'stinct>. This preference dons not apply to projects with
£0 L- :•- cr fe.vc-.', or those designed specifically for the elderly or
hancJ -ijppcd. .

WHAT IS THE FUNCTION OF THE LOCAL
GCVER.W'/E.MT IN THIS PROGRAM?

Tro unit of general Jccal government has an opportunity to
re-.-'ov. c!| complete proposals for new and substantially rehabi-
litate1 d.v;!;ir.g units a.".d al! complete applications for the use of
existing housing. V.'J-.c-re there is a HUD-approvcd housing assist-
ance pljfi in effect, review is for consistency with that plan. Where
there is no plan, the local government has on opportunity to
cc rmc^ t upon, or provide information concerning the need for
housirr c-ssistar.ee and the availability of local facilities and public
services 10 serve the proposed housing.

HOW DOES AN OWNER OR DEVELOPER PARTICIPATE
IN THE SECTION S PROGRAM?

C;vrv:rs and developers may submit preliminary proposals for
new ccstruction c- substantial rehabilitation in response to
ir.vitavo-.s "for Preliminary Proposals published in local newspapers
by HUD. Owners of axisring units may obtain additional informa-
tion cbout participation by communicating with the nearest local
housing sger.cy or HUD field office listed en the back page.
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term {including renewals) is generally 20 years; in the case of a
project owned by. or financed by a loan or loon guarantee from a
State or local agency, the maximum term may be 40 years. This
rrazJr-vjm is established on the basis of the amount of capital
expc'd.tj.-cs reasonably required, for the project, the reasonable
rate of amortization for the financing, and the approved Contract •
Rents.

WHAT FAMILIES ARE ELIGIBLE TO
PARTICIPATE IN THE PROGRAM?

Tl.e program helps "lovvc-r-income" and "very low-income" \ V
famil.'vs. A "lower-income.-" family is one whose adjusted income .
does no: exceed £0 percent of the median income in the area. A
"very .'c-.y-ir.ccme" family is one whose adjusted income does not
exceed 50-percent of the median income in the area. The
a-j'js:.T.s:its take into account the si2e of the family, among other
factor:.

WHAT DO THESE CLASSIFICATIONS MEAN TO THE OWNER?
Fcr now construction or substantially rehabilitated units, an

owner is required to rent 30 percent of the units to very .
fow-ircime tenants during the initial rent up, and to excrcis'.* his
best '.'.'-jfts to maintain that ratio during the Contract period.

WHAT A3OUT SINGLE PEOPLE LIVING ALONE?
If :!.-.• income is within the limits defined by HUD, a "family"

in t.'-..rs program may bs a single person 62 or older, or a
h2nd.'j£rj;:ed or disabled person as defined by law, or a displaced
p;rso.v, or the"remaining member of an eligible tenant family. Two
or mere- elderly, disabled or handicapped persons living together, . .
or cr.ir or more such individuals living with another person needed '
:o care ior them, are also eligible fcr housing assistance in this
program.

HO'.V ARE THE SUBSIDIES COMPUTED?
As i:r snare of :ne rent, the family pays between 15 and 25

perci::: ' its gross income, depending on income, number of
mlr.0'5. ~.d medical and child care expenses. The housing assist-

ance payment to the owner is the difference between the famify
share and the Contract Rent for the units, and is paid monthly c
behalf of the family. The family's share of the reri; may h
adjusted up or down, depencing on any changes in the r'c.-ni.'y
circumstances (with appropriate adjustment in the housing assis
ance payment).

HOW OFTEN ARE THE FAMILY CIRCUMSTANCES REVIEWS!
The owner reviews the circumstances of families occupying r.cv

and substantially rehabilitated units at least annually. The ?H/
conducts the annual review of circumstances of families occupyir:
existing units. Reviews for elderly and handicapped families take
place every two years.

WHAT HAPPENS IF A UNIT UNDER CONTRACT IS VACANT?
For newly constructed or substantially rehabilitated units, if a

unit is not leased on the effective d3te of the Contract, the owner
may receive 80 percent of the Contract Rent for a period net to
exceed 60 days, provided the owner has complied with his
approved fair housing marketing plan, has taken all feasible actor's
to secure a tenant and has not rejected any eligible ap.-j.'iean:
except for good cause. If an eligible family vacates an oc 'ed
unit, the owner may receive 80 percent of the Contract Ron*. ..r 2
vacancy period not to exceed 60 days, provided the owner
promptly notifies HUD of the vacancy, or pending v;ca.-.cy,
together with the reasons therefore, and continuss to ta<e s'i'-rrrta-
tivc action to fill the vacancy. Payments for vacant units -.viil no:
be made if the owner fails to follow HUD procedures r-:r;uir.\-.g
that he give written notice to a family he wishes to evict, or if the

' owner has evicted the family in violation of the lease or applicable
law.

For existing units, a vacancy payment may be made in the
same ratio and under the sane conditions as those for new
construction when a unit occupied by an eligible family has been
vacated in violation of the lease, except that the payments will be
made for a maximum of 60 days or the expiration of the lease,
whichever is sooner.



among other things, that upon satisfactory completion of the
project, a HAP Contract will be executed for the units to be
occupied by eligible families. . .

WHAT KIND OF FINANCING IS-AVAILABLE?
'While the Section 8 program does not provide construction or

p-.-rmancnt financing, it provides long-term commitments of hous-
ir.3 £;s!st3r*.cc payments pursuant to Housing Assistance Payments
contracts which con be pledged as security for mortgage loans or
leans obtained through the issuance of tax-exempt notes or bonds
by State or local public agencies. This pledge may be used with
ur.y type cf financing, including a HUD/FHA insured mortgage.
HUD must approve any financing, however, that pledges the
/.-reerr.e.'H or the HAP Contract as security for any loan or
o'.'.gy.lon.

HOW MUCH RENT CAN THE OWNER COUNT ON?
Generally, the Contract Rent plus the allowance for any

utilities paid by the family, may not exceed the HUD-estoblished
Fair Market Rent for the housing srea in which the; units will be
located, in certain cases, the Fair Market Rent mjy be exceeded
by up to "0 percent: for new construction and substantial
rehabilitation where HUD field office directors determine that
s:)2:iai circumstances so warrant; and for existing units if the PHA
certifies that such higher rents arc reasonable, specifics the factors
aT.zr. which that determination is based and secures HUD
approval. The Fair. Market Rent may be exceeded by up to 20
jiofcen; upon approval by the HUD Assistant Secretary for Hous-
•:•<} Production and Mortgage Credit, if he determines that special
circumstances so warrant or that higher rents arc necessary to
i:r.p!2m;nt a local housing assistance plan. In all cases. Contract
R.'.-r.ts rr..:s: be determined, to be reasonable in rcl.ition to the
<:-..-j'.i;y. location, amenities, and the management and maintenance

•'.•icec for t!-.e units.

<:A">.' THE CONTRACT RENT BE INCREASED DURING
THE TERM OF THE CONTRACT IF THE OWNER'S
••vo:vccc
. • » . ^ • • w •_ O l

\ \ .

: Yes. Contract rents for new construction and substantial
rehabilitation are adjusted annually by applying an Autcrratic
Annual Adjustment Factor. This is determined by HUD at leas;
once a year and published in the Federal Register. If the ut^-tios
are paid directly by the family, the factor is reduced accordingly.
Special additional adjustments may be approved by HUD for

• . increases in the actual and necessary expenses of' owning aid •
• maintaining the contract units resulting from substantial c:~e-a!

increases in real property taxes, utility rates or similar costs (i.e.
special assessments and utilities not covered by regulated rates).

. but only to the extent such general increases are not compensated
for by the Automatic Annual Adjustment. For existing units, an
annual adjustment is permitted on the anniversary date of the
lease, upon request to the PHA by the owner (provided such
request is accompanied by a certification signed by the owner a.-.d
the tenant that the unit is in decent, safe and sanitary condition
and otherwise in compliance with the lease), not to exceed the
percentage change in the applicable Fair Market Rent. Spjcial
adjustments may be permitted, subject to HUD approval and
effective on the date the owner may legally terminate th«i tenancy.
Such adjustments may reflect increases in actual a-d necessary

' expenses resulting from general increases in real property taxes,m
utility rates or similar costs to the extent that the owner cK'a.-:-/
demonstrates that such increases have increased the~ owner's
operating costs and are not compensated for by annual adjust-
ments. In such cases the owner must submit a financial state.~e.-.;
supporting the increase to the PHA. -The adjustments discussed
above may not, however, cause the rents of Section 3 units to hi
materially different from the rents charged for comparable un-
assisted units.

WHAT IS THE MAXIMUM TERM OF A HAP CONTRACT?
The term of a HAP Contract for existing units is concurrent

with the lease (i.e., not less than one year nor more than t'-.-ee,
subject to any provision permitting termination). If, however. th«
family remains in occupancy under the same terms zn£ conditions
of its original lease, the Contract may be extended up to five
years. For new or substantially rehabilitated 'units, the maximum


