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(e) Use of project funds. The Owner
shall maintain a separate project fund
account in a depository or depositories
which are members of the Federal
Deposit Insurance 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 deposited in Federally-
insured accounts. All balances shall be
fully insured at all times, to the
maximum extent possible. Project funds
must be used for the operation of the
project (including required insurance
coverage), and to make required
deposits to the replacement reserve
under § 889.605, in accordance with
HUD-approved budget. Any remaining
project funds in the project funds
account (including earned interest)
following the expiration of the fiscal
year shall be deposited in a Federally-
insured residual receipts account within
60 days following the end of the fiscal
year. Withdrawals from this account
may be made only for project purposes
and with the approval of HUD. If there
are funds remaining in the residual
receipts account when the mortgage is
satisfied, such funds shall be returned to
HUD.

(f) Reports. The Owner shall submit
such reports as HUD may prescribe to
demonstrate compliance with
applicable civil rights and equal
opportunity requirements. See
§ 889.610(a). (Approved by the Office of
Management and Budget under control
number 2502–0470).

§ 889.605 Replacement reserve.
(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
replacement reserve in an amount
determined 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.
Replacement reserve funds must be
deposited with HUD, or in a Federally-
insured depository in an interest-
bearing account(s) whose balances are
fully insured at all times. All earnings
including 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.

§ 889.610 Selection and admission of
tenants.

(a) Written tenant selection
procedures. The Owner shall adopt
written tenant selection procedures
which ensure nondiscrimination in the
selection of tenants and that are
consistent with the purpose of
improving housing opportunities for
very low-income elderly persons; and
reasonably related to program eligibility
and an applicant’s ability to perform the
obligations of the lease. The Owner
must comply with the following
nondiscrimination authorities: section
504 of the Rehabilitation Act of 1973 (29
U.S.C. 794) and the implementing
regulations at 24 CFR Part 8; the Fair
Housing Act (42 U.S.C. 3600–3619) and
the implementing regulations at 24 CFR
Part 100, 108, 109, and 110; Title VI of
the Civil Rights Act of 1964 (42 U.S.C.
2000d) and the implementing
regulations at 24 CFR Part 1; section 3
of the Housing and Urban Development
Act of 1968 (12 U.S.C. 1701u) and the
implementing regulations at 24 CFR Part
135; the Age Discrimination Act of 1975
(42 U.S.C. 6101–6107) and the
implementing regulations at 24 CFR part
146; Executive Order 11246 (as
amended), 3 CFR, 1964–1965 Comp., p.
339 and the implementing regulations at
41 CFR Chapter 60; the regulations
implementing Executive Order 11063
(Equal Opportunity in Housing), 3 CFR,
1959–1963 Comp., p. 652, at 24 CFR
part 107; the Americans with
Disabilities Act (42 U.S.C. 12101 et seq.)
to the extent applicable; and other
applicable Federal, State and local laws
prohibiting discrimination and
promoting equal opportunity. While
local residency requirements are
prohibited, local residency preferences
may be applied in selecting tenants only
to the extent that they are not
inconsistent with affirmative fair
housing marketing objectives and the
Owner’s HUD-approved affirmative fair
housing marketing plan. Preferences
may not be based on the length of time
the applicant has resided in the
jurisdiction. With respect to any
residency preference, persons expected
to reside in the community as a result
of current or planned employment will
be treated as residents. Owners shall
promptly notify in writing any rejected
applicant of the grounds for any
rejection. Additionally, owners shall
maintain a written, chronological
waiting list showing the name, race,
gender, ethnicity and date of each
person applying for the program.

(b) Information on availability of
assisted housing. The Secretary shall
provide to an appropriate agency in
each area (which may be the applicable
State or Area Agency on Aging)
information regarding the availability of
housing assisted under this part.

(c) Application for admission. The
Owner must accept applications for
admission to the project in the form
prescribed by HUD and is obligated to
confirm all information provided by the
applicant families on the application.
Applicant families must be requested to
complete a release of information
consent for verification of information.
Applicant families applying for assisted
units must complete a certification of
eligibility as part of the application for
admission. Applicant families must
meet the disclosure and verification
requirements for Social Security
Numbers, as provided by 24 CFR part
750. Applicant families 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
760. Both the Owner and the applicant
family must complete and sign the
application for admission. On request,
the Owner must furnish copies of all
applications for admission to HUD.

(d) Determination of eligibility and
selection of tenants. The Owner is
responsible for determining whether
applicants are eligible for admission and
for the selection of families. To be
eligible for admission, an applicant
must be an elderly person (as defined in
§ 889.105); must meet the disclosure
and verification requirements for Social
Security Numbers, as provided by 24
CFR part 750; 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 760; and must
be a very low-income family, as defined
by § 889.105. Under certain
circumstances, HUD may permit the
leasing of units to ineligible families
under § 889.515.

(e) Unit assignment. If the Owner
determines that the family is eligible
and is otherwise acceptable and units
are available, the Owner will assign the
family a unit. The Owner will assign the
family a unit of the appropriate size in
accordance with HUD’s general
occupancy guidelines. If no suitable
unit is available, the Owner will place
the family on a waiting list for the
project and notify the family when a
suitable unit may become available. If
the waiting list is so long that the
applicant would not be likely to be
admitted for the next 12 months, the
Owner may advise the applicant that no


