Supportive Housing for the Elderly

(Section 202)

The U.S. Department of Housing and Urban
Development's Supportive Housing for the Elderly
program is often referred to as Section 202. Before
a legislative change in 1990, Section 202 funding was
available to developers of housing for both elderly
and disabled low-income households. Low-income
disabled households are now served through the
Supportive Housing for Persons with Disabilities
(Section 811) program.

PROGRAM BASICS

The Section 202 program provides capital advances (no-
interest loans that are forgiven as long as affordability
requirements are met for 40 years) and Project Rental
Assistance Contracts (PRACs) for the construction or
substantial rehabilitation and operation of residential
projects and related facilities for the elderly. Housing
financed under this program may include appropriate
support services for elderly persons who are frail or at risk
of being institutionalized.

ELIGIBLE ACTIVITIES

Applicants: Private nonprofit corporations and consumer
cooperatives may participate in this program. Public
bodies and their instrumentalities are not eligible Section
202 applicants. Only approved project sponsors may
obtain a Section 202 capital advance fund reservation. A
project owner must be a private nonprofit corporation or
consumer cooperative formed by the project sponsor for
the purpose of providing eligible rental housing. Religious
bodies may not be Section 202 owners, but may be
sponsors.

Tenants: Occupancy is restricted to very low-income
households that include at least one person who is 62
years old or older.

Rural Housing and

Economic Development Gateway
1-877-RURAL-26 (1-877-787-2526)
www.hud.gov/ruralgateway/

U.S. Dept of Housing & Urban Development
451 7th Street, S.W., Room 7137
Washington, DC 20410

January 2004

PROJECT REQUIREMENTS

Section 202 projects must be available for very low-income
elderly persons for 40 years. The project owner must
deposit one-half of 1 percent of the HUD-approved capital
advance (up to a maximum of $25,000 for a national
sponsor and $10,000 for a non-national sponsor) in a special
escrow account to assure the owner’s commitment to the
housing. Half of this minimum capital investment (MCI) is
paid back to the project owner at the start of construction,
as long as construction starts within 18 months of fund
reservation. If final closing occurs within six months after
construction completion, HUD will approve the return of all
remaining MCI funds not used to cover operating deficits
during the first three years of operation. (Otherwise, the
remaining balance is deposited in the project’s replacement
reserve account.)

Tenants pay approximately 30 percent of monthly adjusted
income for rent and utilities, with the remainder of the
estab-lished rent paid by PRAC funds. Rental assistance
contracts are established according to HUD-approved
operating budgets, last for five years, and are renewable.
The payment amount is based on 75 percent of the project’s
estimated operating costs, the remaining 25 percent to be
paid by tenant rents.

Comments

Between 20 and 25 percent of Section 202 funding
nationwide must be set aside for use in nonmetropolitan
areas.

Potential applicants for Section 202 grants also should
investigate HUD’s Congregate Housing Services program,
which HUD administers as a demonstration program for frail
elderly and non-elderly handicapped persons.

HUD also provides for the development of three types of
specialized housing for persons with disabilities — group
homes, independent living facilities, and
cooperative/condominium projects — through its Section 811
program. (See HAC'’s information sheet on Section 811.)

ADDITIONAL INFORMATION

For further information, contact the nearest HUD field office
(see www.hud.gov/local) or HUD’s national Multifamily
Housing Clearinghouse at 800-685-8470 (TTY: 800-483-
2209), or visit www.hud.gov/progdesc/multindx.cfm.





