QUALIFIED CONTRACT

Owners with eligible properties who want to opt out of the program have an opportunity to exercise the qualified contract provision outlined in the IRC at Section 42(h)(6)(F).  This option may be invoked during the one year period following the 14th year of the compliance period by writing a letter to KHRC requesting that the corporation locate a purchaser for the property in question.  To process the request the following steps are required:

(a)
A fee of $1,000 is due the KHRC at the time of the written request.  


Additional fees may be required from the owner during the processing of 


the request.

(b) The owner must provide a waiver of all purchase options including any right of first refusal contained in the partnership agreement.
(c) The property must meet or exceed HUD’s Uniform Physical Condition Standards.
(d) The contract price based on the IRC formula must be provided with sufficient documentation to allow KHRC to verify the price.

(e) A current physical needs assessment for the property.

(f) An appraisal of the property if there are market rate units.
Upon receiving the written request from the owner KHRC will list the property on its web site and will have one year to locate a purchaser.  If a purchaser is not determined the owner will be released from the covenant that binds the property provided that the low income tenants currently residing at the property will be protected for another 3 years from any eviction other than for good cause and from any increase in the gross rent not otherwise permitted under the Section 42 regulations.
If a purchaser is located and the owner decides not to sell the property the restricted use provisions will continue for another 15 years.
