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financial statements for the project au-
dited by an independent public ac-
countant and in the form required by
HUD; and

(2) Other statements regarding
project operation, financial conditions
and occupancy as HUD may require to
administer the PRAC and to monitor
project operations.

(e) Use of project funds. The Owner
shall maintain a separate interest
bearing project fund account in a de-
pository or depositories which are
members of the Federal Deposit Insur-
ance Corporation or National Credit
Union Share Insurance Fund and shall
deposit all tenant payments, charges,
income and revenues arising from
project operation or ownership to this
account. All project funds are to be de-
posited in Federally insured accounts.
All balances shall be fully insured at
all times, to the maximum extent pos-
sible. Project funds must be used for
the operation of the project (including
required insurance coverage), and to
make required deposits to the replace-
ment reserve under §891.405, in accord-
ance with HUD-approved budget. Any
remaining project funds in the project
funds account (including earned inter-
est) following the expiration of the fis-
cal year shall be deposited in a Feder-
ally-insured residual receipts account
within 60 days following the end of the
fiscal year. Withdrawals from this ac-
count may be made only for project
purposes and with the approval of HUD.
If there are funds remaining in the re-
sidual receipts account when the mort-
gage is satisfied, such funds shall be re-
turned to HUD.

(f) Reports. The Owner shall submit
such reports as HUD may prescribe to
demonstrate compliance with applica-
ble civil rights and equal opportunity
requirements. See §891.410(a).

(Approved by the Office of Management and
Budget under control number 2502-0470)
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(a) Establishment of reserve. The
Owner shall establish and maintain a
replacement reserve to aid in funding
extraordinary maintenance and repair
and replacement of capital items.

(b) Deposits to reserve. The Owner
shall make monthly deposits to the re-

Replacement reserve.
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placement reserve in an amount deter-
mined by HUD.

(c) Level of reserve. The reserve must
be built up to and maintained at a level
determined by HUD to be sufficient to
meet projected requirements. Should
the reserve reach that level, the
amount of the deposit to the reserve
may be reduced with the approval of
HUD.

(d) Administration of reserve. Replace-
ment reserve funds must be deposited
with HUD or in a Federally-insured de-
pository in an interest-bearing ac-
count(s) whose balances(s) are fully in-
sured at all times. All earnings includ-
ing interest on the reserve must be
added to the reserve. Funds may be
drawn from the reserve and used only
in accordance with HUD guidelines and
with the approval of, or as directed by,
HUD.

§891.410 Selection and admission of
tenants.

(a) Written procedures. The Owner
shall adopt written tenant selection
procedures that ensure nondiscrimina-
tion in the selection of tenants and
that are consistent with the purpose of
improving housing opportunities for
very low-income elderly persons and
persons with disabilities (as applica-
ble); and reasonably related to program
eligibility and an applicant’s ability to
perform the obligations of the lease.
Owners shall promptly inform in writ-
ing any rejected applicant of the
grounds for any rejection. Addition-
ally, Owners shall maintain a written,
chronological waiting list showing the
name, race, gender, ethnicity, and date
of each person applying for the pro-
gram.

(b) Application for admission. The
Owner must accept applications for ad-
mission to the project in the form pre-
scribed by HUD, and (under the Section
202 Program only) is obligated to con-
firm all information provided by appli-
cant families on the application. Appli-
cant households applying for assisted
units (or residential spaces in a group
home) must complete a certification of
eligibility as part of the application for
admission. Applicant households must
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meet the disclosure and verification re-
quirements for Social Security Num-
bers, as provided by 24 CFR part 5, sub-
part B. Applicant families must sign
and submit consent forms for the ob-
taining of wage and claim information
from State Wage Information Collec-
tion Agencies, as provided by 24 CFR
part 5, subpart B. Both the Owner and
the applicant household must complete
and sign the application for admission.
On request, the Owner must furnish
copies of all applications for admission
to HUD.

(c) Determination of eligibility and se-
lection of tenants. (1) The Owner is re-
sponsible for determining whether ap-
plicants are eligible for admission and
for the selection of households. To be
eligible for admission, an applicant
must be an elderly person or a person
with disabilities, as applicable (as de-
fined in §§891.205 and 891.305, respec-
tively); must meet the disclosure and
verification requirements for Social
Security Numbers, as provided by 24
CFR part 5, subpart B; must sign and
submit consent forms for the obtaining
of wage and claim information from
State Wage Information Collection
Agencies, as provided by 24 CFR part 5,
subpart B; and must be a very low-in-
come family, as defined in §891.105.

(2) Under the Section 811 Program:

(i) In order to be eligible for admis-
sion, the applicant must also meet any
project occupancy requirements ap-
proved by HUD.

(ii) Owners shall make selections in a
nondiscriminatory manner without re-
gard to considerations such as race, re-
ligion, color, sex, national origin, fa-
milial status, or disability. An Owner
may, with the approval of the Sec-
retary, limit occupancy within housing
developed under this part 891 to per-
sons with disabilities who have similar
disabilities and require a similar set of
supportive services in a supportive
housing environment. However, the
Owner must permit occupancy by any
qualified person with a disability who
could benefit from the housing and/or
services provided regardless of the per-
son’s disability.

(d) Unit assignment. If the Owner de-
termines that the household is eligible
and is otherwise acceptable and units
(or residential spaces in a group home)

§891.410

are available, the Owner will assign the
household a unit or residential space in
a group home. If the household will oc-
cupy an assisted unit, the Owner will
assign the household a unit of the ap-
propriate size in accordance with
HUD’s general occupancy guidelines. If
no suitable unit (or residential space in
a group home) is available, the Owner
will place the household on a waiting
list for the project and notify the
household when a suitable unit or resi-
dential space may become available. If
the waiting list is so long that the ap-
plicant would not be likely to be ad-
mitted for the next 12 months, the
Owner may advise the applicant that
no additional applications for admis-
sion are being considered for that rea-
son.

(e) Ineligibility determination. If the
Owner determines that an applicant is
ineligible for admission or the Owner is
not selecting the applicant for other
reasons, the Owner will promptly no-
tify the applicant in writing of the de-
termination, the reasons for the deter-
mination, and the applicant’s right to
request a meeting to review the rejec-
tion, in accordance with HUD require-
ments. The review, if requested, may
not be conducted by a member of the
Owner’s staff who made the initial de-
cision to reject the applicant. The ap-
plicant may also exercise other rights
(e.g., rights granted under Federal,
State or local civil rights laws) if the
applicant believes he or she is being
discriminated against on a prohibited
basis.

(f) Records. Records on applicants and
approved eligible households, which
provide racial, ethnic, gender and place
of previous residency data required by
HUD, must be retained for three years.
See §891.410(a).

(g) Reexamination of household family
income and composition—(1) Regular re-
examinations. The Owner must reexam-
ine the income and composition of the
household at least every 12 months.
Upon verification of the information,
the Owner must make appropriate ad-
justments in the total tenant payment
in accordance with part 813 of this
chapter, as modified by §891.105, and
must determine whether the house-
hold’s unit size is still appropriate. The
Owner must adjust tenant payment and
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the project rental assistance payment,
and must carry out any unit transfer in
accordance with HUD standards. At the
time of reexamination under paragraph
(2)(1) of this section, the Owner must
require the household to meet the dis-
closure and verification requirements
for Social Security Numbers, as pro-
vided by 24 CFR part 5, subpart B. For
requirements regarding the signing and
submitting of consent forms by fami-
lies for obtaining of wage and claim in-
formation from State Wage Informa-
tion Collection Agencies, see 24 CFR
part 5, subpart B.

(2) Interim reeraminations. The house-
hold must comply with the provisions
in its lease regarding interim reporting
of changes in income. If the Owner re-
ceives information concerning a
change in the household’s income or
other circumstances between regularly
scheduled reexaminations, the Owner
must consult with the household and
make any adjustments determined to
be appropriate. See 24 CFR part 5, sub-
part B for the requirements for the dis-
closure and verification of Social Secu-
rity Number at interim reexaminations
involving new household members. For
requirements regarding the signing and
submitting of consent forms by fami-
lies for the obtaining of wage and claim
information from State Wage Informa-
tion Collection Agencies, see 24 CFR
part 5, subpart B. Any change in the
household’s income or other cir-
cumstances that result in an adjust-
ment in the total tenant payment, ten-
ant payment, and project rental assist-
ance payment must be verified.

(3) Continuation of project rental assist-
ance payment. (i) A household shall re-
main eligible for project rental assist-
ance payment until the total tenant
payment equals or exceeds the gross
rent (or a pro rata share of the gross
rent in a group home). The termination
of subsidy eligibility will not affect the
household’s other rights under its
lease. Project rental assistance pay-
ment may be resumed if, as a result of
changes in income, rent or other rel-
evant circumstances during the term of
the PRAC, the household meets the in-
come eligibility requirements of 24
CFR part 813 (as modified in §891.105)
and project rental assistance is avail-
able for the unit or residential space

24 CFR Ch. VIl (4-1-03 Edition)

under the terms of the PRAC. The
household will not be required to estab-
lish its eligibility for admission to the
project under the remaining require-
ments of paragraph (c) of this section.

(ii) A household’s eligibility for
project rental assistance payment may
be terminated in accordance with HUD
requirements for such reasons as fail-
ure to submit requested verification in-
formation, including information re-
lated to disclosure and verification of
Social Security Numbers, as provided
by 24 CFR part 5, subpart B or failure
to sign and submit consent forms for
the obtaining of wage and claim infor-
mation from State Wage Information
Collection Agencies (as provided by 24
CFR part 5, subpart B).

[61 FR 11956, Mar. 22, 1996, as amended at 65
FR 16724, Mar. 29, 2000]

§891.415 Obligations of the household
or family.

This section shall apply to capital
advances under the Section 202 Pro-
gram and the Section 811 Program, as
well as loans financed under subpart E
of this part.

(a) Requirements. The household (or
family, as applicable) shall:

(1) Pay amounts due under the lease
directly to the Owner (or Borrower, as
applicable);

(2) Supply such certification, release
of information, consent, completed
forms or documentation as the Owner
(or Borrower, as applicable) or HUD de-
termines necessary, including informa-
tion and documentation relating to the
disclosure and verification of Social
Security Numbers, as provided by 24
CFR part 5, subpart B, and the signing
and submission of consent forms for
the obtaining of wage and claim infor-
mation from State Wage Information
Collection Agencies, as provided by 24
CFR part 5, subpart B;

(3) Allow the Owner (or Borrower, as
applicable) to inspect the dwelling unit
or residential space at reasonable
times and after reasonable notice;

(4) Notify the Owner (or Borrower, as
applicable) before vacating the dwell-
ing unit or residential space; and

(5) Use the dwelling unit or residen-
tial space solely for residence by the
household (or family, as applicable)
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