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(g) Priorities and preferences for admis-
sion. (1) Eligible applicants that meet 
the following conditions must be given 
priority for occupancy over all other 
tenants regardless of income. Such ap-
plicants, however, will be ranked 
among themselves by income level, 
giving priority first to very low-income 
households, then to low-income house-
holds, and finally to moderate-income 
households. 

(i) Persons who require the special 
design features of a unit accessible to 
individuals with disabilities will have 
priority only for units with these fea-
tures. 

(ii) In congregate housing facilities, 
persons who agree to use the services 
provided by the facility will have pri-
ority over other applicants. 

(2) Eligible applicants that meet any 
of the following conditions must be 
given priority over other applicants in 
their same income category. 

(i) The applicant has a Letter of Pri-
ority Entitlement (LOPE) issued in ac-
cordance with § 3560.660(c). 

(ii) The applicant was displaced from 
Agency-financed housing but was not 
issued a LOPE. 

(iii) The applicant was displaced in a 
Federally declared disaster area. 

(3) Borrowers receiving Section 8 
project-based assistance may establish 
preferences in accordance with U.S. De-
partment of Housing and Urban Devel-
opment (HUD) regulations. The use of 
such preferences must be documented 
in the project’s management plan. 

(h) Notices of ineligibility or rejection. 
Borrowers must provide written notifi-
cation to applicants who are deter-
mined to be ineligible or who are re-
jected for occupancy. Notices of ineli-
gibility or rejection must give specific 
reasons for the ineligibility determina-
tion or rejection and, in accordance 
with § 3560.160, the notice must advise 
the applicant of ‘‘the right to respond 
to the notice within ten calendar days 
after receipt’’ and of ‘‘the right to a 
hearing in accordance with § 3560.160 
which is available upon request.’’ When 
an applicant is rejected based on the 
information from a credit bureau re-
port, the source of the credit bureau re-
port must be revealed to the applicant 
in accordance with the Fair Credit Re-
porting Act. 

(i) Purging waiting list. Procedures 
used by borrowers to purge waiting list 
must be documented in the project’s 
management plan and must be based 
on the length of the waiting list or the 
extent of time an applicant will be ex-
pected to wait for housing. At a min-
imum, borrowers must document re-
moval of any names from the waiting 
list with the time and date of the re-
moval. If an electronic waiting list is 
used, borrowers must periodically print 
out electronic waiting lists or preserve 
backup copies showing how the waiting 
list appeared before and after the re-
moval of each name. 

(j) Criminal activity. Borrowers may 
deny admission for criminal activity or 
alcohol abuse by household members in 
accordance with the provisions of 24 
CFR 5.854, 5.855, 5.856, and 5.857. 

EFFECTIVE DATE NOTE: At 70 FR 8503, Feb. 
22, 2005, in § 3560.154(a)(7), implementation of 
the words ‘‘* * * and a certification that the 
applicant is a U.S. citizen or a qualified alien 
as defined in § 3560.11 * * *’’ was delayed in-
definitely. 

§ 3560.155 Assignment of rental units 
and occupancy policies. 

(a) General. Available rental units are 
assigned in accordance with the re-
quirements of this section and the pri-
orities and preferences outlined in 
§ 3560.154. 

(b) Rental units accessible to individ-
uals with disabilities. If a rental unit ac-
cessible to individuals with disabilities 
is available and there are no applicants 
that require the features of the unit, 
borrowers may rent the unit to a non- 
disabled tenant subject to the inclusion 
of a lease provision that requires the 
tenant to vacate the unit within 30 
days of notification from management 
that an eligible individual with disabil-
ities requires the unit and provided the 
accessible unit has been marketed as 
an accessible unit, outreach has been 
made to organizations representing the 
disabled, and marketing of the unit as 
an accessible unit continues after it 
has been rented to a tenant who is not 
in need of the special design features. 

(c) Transfer of existing tenants within a 
housing project. When a rental unit be-
comes available for occupancy and an 
eligible tenant in the housing project is 
either over housed or under housed as 
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provided for in paragraph (e) of this 
section, the borrower must use the 
available unit for the over housed or 
under housed tenant, if suitable, prior 
to selecting an eligible applicant from 
the waiting list. 

(d) Applicant placement. When a spe-
cific rental unit type becomes avail-
able for occupancy, borrowers must se-
lect eligible applicants suitable for the 
available unit according to the prior-
ities established in § 3560.154. 

(e) Occupancy policies. Borrowers 
must establish occupancy policies for 
each housing project. Households living 
in a rental unit with more bedrooms 
than persons in the household will be 
considered over housed and must be re-
located in accordance with paragraph 
(c) of this section. Households under 
housed as defined by the project’s occu-
pancy standards must be relocated in 
accordance with paragraph (c) of this 
section. Borrowers with no one-bed-
room units in a housing project may 
make an exception to this requirement 
in their occupancy policies. In addi-
tion, a borrower’s occupancy policies 
must establish: 

(1) Reasonable standards for deter-
mining when a tenant household is 
considered under housed. The stand-
ards will describe the maximum num-
ber of persons that may occupy units of 
a given size based on occupancy guide-
lines provided by the Agency or an-
other governmental source; 

(2) The order in which eligible appli-
cants and existing tenants will be 
housed or re-housed; and 

(3) How fair housing requirements 
will be met, including how reasonable 
accommodations will be made for ap-
plicants and tenants with disabilities. 

(f) Agency concurrence. The Agency 
must concur with a borrower’s occu-
pancy rules prior to initial occupancy 
of the housing project. All modifica-
tions to occupancy rules must be post-
ed for tenant comment in accordance 
with § 3560.160 and receive Agency con-
currence prior to implementation. 

§ 3560.156 Lease requirements. 
(a) Agency approval. Borrowers must 

use a lease approved by the Agency. 
The lease must be consistent with 
Agency requirements and the require-
ments of all programs participating in 

the housing project. Prior to submit-
ting the lease to the Agency for ap-
proval, borrowers must have their at-
torney certify that the lease complies 
with state and local laws, Agency re-
quirements, and the requirements of 
all programs participating in the hous-
ing project. If there are conflicting re-
quirements the borrower shall notify 
the Agency of the conflict and request 
guidance. Borrowers must execute 
their Agency approved lease with each 
tenant household prior to tenant occu-
pancy of a rental unit. 

(b) Lease requirements. (1) All leases 
must be in writing. 

(2) Initial leases must be for a 1-year 
period. 

(3) If the tenant is not subject to oc-
cupancy termination according to 
§ 3560.158 and § 3560.159, a renewal lease 
or lease extension must be for a 1-year 
period. 

(4) In areas with a concentration of 
non-English speaking populations, 
leases (including the occupancy rules) 
must be available in both English and 
the non-English language. 

(5) Leases must give the address of 
the management agent to which ten-
ants may direct complaints. 

(6) Leases must include a statement 
of the terms and conditions for modi-
fying the lease. 

(c) Required items and provisions. (1) 
Leases for tenants who hold a Letter of 
Priority Entitlement (LOPE) issued ac-
cording to § 3560.655(d) and are tempo-
rarily occupying a unit for which they 
are not eligible must include a clause 
establishing the tenant’s responsibility 
to move when a suitable unit becomes 
available in the housing project. 

(2) Leases must contain a clause per-
mitting escalation in the tenant con-
tribution when there is an Agency-ap-
proved change in basic or note rate 
rents prior to the expiration of the 
lease. The escalation clause also must 
specify that the tenant contribution 
may be changed prior to expiration of 
the lease if the change is due to 
changes in tenant status, as docu-
mented on the tenant certification 
form, or the tenant’s failure to prop-
erly recertify. 

(3) Leases must specify that no 
change in the tenant contribution will 
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