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The borrower will have 10 days to sub-
mit the additional material to address
any issues raised by the Agency.

(if) The rent change is not approved
until the Agency issues a written ap-
proval. If there is no response from the
Agency within the 30-day period, the
rent change is considered automatic.
The following budgets are not eligible
for automatic approval:

(A) Budgets with
above $25 per unit; and

(B) Budgets that are submitted late
or that miss other deadlines set by the
Agency.

(4) If the Agency denies the budget
approval, the Agency will notify the
borrower in writing.

(5) If budget approval is denied, the
borrower shall continue to operate the
housing project on the basis of the
most recently approved budget.

rent increases

§3560.304 Initial operating capital.

(a) Purpose. To provide a source of
capital for start-up costs, such as the
purchase of equipment, and paying op-
erating, maintenance, and debt service
expenses. Borrowers are required to
make an initial operating capital con-
tribution to the general operating ac-
count as described in §3560.64.

(b) Authorized uses of initial operating
capital. Initial operating capital may
be used only to pay for approved budg-
eted expenses.

(c) Withdrawal of initial operating cap-
ital. Initial operating capital funds may
be withdrawn by a borrower if:

(1) The initial operating capital was
provided from the borrower’s own
funds;

(2) The borrower requests the with-
drawal after the second year of housing
project operations and prior to the 7th
year of operations;

(3) The housing project has had a 90
percent occupancy rate for a period of
12 months prior to the withdrawal re-
quest;

(4) The withdrawal will not affect the
financial viability of the housing
project;

(5) Contributions to the reserve ac-
count are at authorized levels;

(6) The withdrawal request will not
result in rent increases; and

§3560.306

(7) There are no outstanding defi-
ciencies in management’s physical
maintenance of the housing project.

§3560.305

(a) Borrower’s return on investment.
Borrowers may receive a return on
their investment (ROI) in accordance
with the terms of their loan agreement
and the following:

(1) If there is a positive net cash flow
in housing project operations, the ROI
may be taken by the borrower after the
housing project’s fiscal year, provided
that the balance of the reserve account
is equal to or greater than required de-
posits minus authorized withdrawals. If
the annual financial reports indicate
that an ROl should not have been
taken, borrowers will be required to re-
turn any unauthorized ROIl.

(2) If there is negative cash flow in
housing project operations, the Agency
may authorize the borrower to take
the ROI only after the Agency has re-
viewed the housing project’s annual fi-
nancial reports and determines:

(i) Surplus cash exists in either the
general operating account as defined in
§3560.306(d)(1) or the reserve account, if
the balance is greater than the re-
quired deposits minus authorized with-
drawals.

(i) The housing project has sufficient
funds to address identified capital or
operational needs.

(b) Unpaid return on investment. An
earned, but unpaid ROI for the previous
year only may be requested by the bor-
rower and authorized by the Agency
under the provisions of §3560.305(a)(2)
provided the current year’s ROl has
been paid first and a rent increase is
not required to generate funds to pay
the unpaid ROI.

Return on investment.

§3560.306 Reserve account.

(a) Purpose. To meet the major cap-
ital expense needs of a housing project,
borrowers must establish and maintain
a reserve account.

(b) Financial management of the reserve
account. Borrower management of the
reserve account is subject to the re-
quirements of 7 CFR part 1902, subpart
A regarding supervised bank accounts.

(¢) Funding of the reserve account.
Borrowers must make payments to the
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