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the interim period when the project
continues to be operated and managed
as rental housing, the resident council
shall utilize written tenant selection
policies and criteria that are approved
by the Commissioner as consistent
with the purpose of providing housing
for very low income families. The resi-
dent council shall promptly notify in
writing any rejected applicant of the
grounds for any rejection.

(p) Housing standards; inspections. (1)
Until the resident council has trans-
ferred all units in the project (other
than those occupied by nonpurchasing
tenants) to the initial purchasers, the
project shall be maintained in accord-
ance with the housing standards set
forth in § 248.147.

(2) The Commissioner shall inspect
the project at least annually in order
to determine compliance with para-
graph (p)(1) of this section.

(q) Audits. Each resident council shall
be subject to the audit requirements in
part 45 of this title and shall submit an
annual audit to the Commissioner in
such form as the Commissioner may
prescribe. The resident council shall
keep such records as may be reason-
ably necessary to fully disclose the
amount and the disposition by such
resident council of the proceeds of as-
sistance received under subpart B of
this part, including any proceeds from
sales under paragraphs (h) and (l) of
this section, the total cost of the
homeownership program in connection
with which such assistance is given or
used, and the amount and nature of
that portion of the program supplied
by other sources, and such other
sources as will facilitate an effective
audit.

The Commissioner or his or her duly
authorized representative shall have
access for the purpose of audit and ex-
amination to any books, documents,
papers, and records of the resident
council that are pertinent to assistance
received under subpart B of this part.
The Comptroller General of the United
States, or any of the duly authorized
representatives of the Comptroller
General, shall also have access, for the
purpose of audit and examination, to
any books, documents, papers, and
records of the resident council that are

pertinent to assistance received under
subpart B of this part.

(r) Reports. The resident council shall
submit reports, as required by the
Commissioner, in order to demonstrate
continued compliance with the require-
ments of this section.

(s) Assumption of the federally assisted
mortgage(s). In connection with a resi-
dent homeownership plan, the resident
council may assume a mortgage in-
sured, held or assisted by the Commis-
sioner under part 236 of this chapter or
under part 221 of this chapter and bear-
ing a below market interest rate as
provided under § 221.518(b) of this chap-
ter or may choose to pay off the mort-
gage. If the resident council decides to
assume the mortgage, the project must
be sold pursuant to § 248.175 and the
project must be operated as a limited
equity cooperative.

[57 FR 12041, Apr. 8, 1992, as amended at 58
FR 37816, July 13, 1993]

§ 248.175 Resident homeownership
program—limited equity coopera-
tive.

(a) Tenants may carry out a resident
homeownership program through the
purchase of eligible low income hous-
ing by a limited equity cooperative and
the operation of the project as a lim-
ited equity cooperative.

(b) The purchase of a project by a
limited equity cooperative and the op-
eration of the project by the limited
equity cooperative shall be carried out
in accordance with the provisions of
§ 248.173 (a), (b), (c), (d), (except that
paragraph (d)(1)(i) of this section shall
include a statement of the amount and
type of incentives requested, rather
than only the amount of grant funds
requested), (e), (g)(3), (i) (except para-
graphs (i)(1) and (3)), (m) and (n).

(c) The purchase and operation of eli-
gible low income housing by a limited
equity cooperative under this section
shall be carried out in accordance with
all provisions of subpart B of this part
otherwise, applicable to the transfer
and operation of a project with contin-
ued low income affordability restric-
tions, except as provided in this sec-
tion.

[57 FR 12041, Apr. 8, 1992, as amended at 58
FR 37816, July 13, 1993]
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