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limited duration. HUD may impose
terms and conditions to this approval
that are consistent with program objectives and necessary to protect its interest in the Section 202 loan.
§ 891.725

PAC administration.

HUD is responsible for the administration of the PAC.
§ 891.730

Default by Borrower.

(a) PAC provisions. The PAC will provide:
(1) That if HUD determines that the
Borrower is in default under the PAC,
HUD will notify the Borrower of the
actions required to be taken to cure
the default and of the remedies to be
applied by HUD, including an action
for specific performance under the
PAC, reduction or suspension of project
assistance payment and recovery of
overpayments, as appropriate; and
(2) That if the Borrower fails to cure
the default, HUD has the right to terminate the PAC or to take other corrective action.
(b) Loan provisions. Additional provisions governing default under the Section 202 loan are included in the regulatory agreement and other loan documents.
§ 891.735

Notice upon PAC expiration.

The PAC will provide that the Borrower will, at least 90 days before the
end of the PAC contract term, notify
each family occupying an assisted unit
(or residential space in a group home)
of any increase in the amount the family will be required to pay as rent as a
result of the expiration. The notice of
expiration will contain such information and will be served in such manner
as HUD may prescribe.
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§ 891.740

Responsibilities of Borrower.

(a) Marketing. (1) The Borrower must
commence and continue diligent marketing activities not later than 90 days
before the anticipated date of availability for occupancy of the group
home or the anticipated date of availability of the first unit in an independent living complex. Market activities shall include the provision of notices of the availability of housing
under the program to operators of tem-

porary housing for the homeless in the
same housing market.
(2) Marketing must be done in accordance with the HUD-approved affirmative fair housing marketing plan
and all fair housing and equal opportunity requirements. The purpose of
the plan and requirements is to achieve
a condition in which eligible families
of similar income levels in the same
housing market have a like range of
housing choices available to them regardless of their race, color, creed, religion, sex, or national origin.
(3) At the time of PAC execution, the
Borrower must submit to HUD a list of
leased and unleased assisted units (or
in the case of a group home, leased and
unleased residential spaces) with a justification for the unleased units or residential spaces, in order to qualify for
vacancy payments for the unleased
units or residential spaces.
(b) Management and maintenance. The
responsibilities of the Borrower with
regard to management and maintenance are provided in § 891.600(b).
(c) Contracting for services. The responsibilities of the Borrower with regard to contracting for services are
provided in § 891.600(c).
(d) Submission of financial and operating statements. The responsibilities of
the Borrower with regard to the submission of financial and operating
statements are provided in § 891.600(d).
(e) Use of project funds. The responsibilities of the Borrower with regard
to the use of project funds are provided
in § 891.600(e).
(f) Reports. The responsibilities of the
Borrower with regard to reports are
provided in § 891.600(f).
§ 891.745 Replacement reserve.
The general requirements for the replacement reserve are provided in
§ 891.605. For projects funded under
§§ 891.655 through 891.790, the amount of
the deposits for the initial year of operation shall be an amount equal to 0.6
percent of the cost of the total structures (for new construction projects),
0.4 percent of the cost of the initial
mortgage amount (for all other
projects), or such higher rate as required by HUD. For the purposes of
this section, total structures include
main buildings, accessory buildings,
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garages, and other buildings. The
amount of the deposits will be adjusted
each year by the amount of the annual
adjustment factor as described in part
888 of this chapter.
§ 891.750 Selection and admission of
tenants.
(a) Application for admission. The Borrower must accept applications for admission to the project in the form prescribed by HUD. Applicant families 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 families must meet the disclosure
and verification requirements for Social Security Numbers, and 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. Both the Borrower and the
applicant family must complete and
sign the application for admission. On
request, the Borrower must furnish
copies of all applications for admission
to HUD.
(b) Determination of eligibility and selection of tenants. The Borrower is responsible for determining whether applicants are eligible for admission and
for the selection of families. To be eligible for admission, an applicant family must be a handicapped family (as
defined in § 891.505); meet any project
occupancy requirements approved by
HUD;
meet
the
disclosure
and
verification requirements for Social
Security Numbers, as provided by 24
CFR part 5, subpart B; and be a low-income family, as defined in § 813.102 of
this chapter (as modified by § 891.505).
Under certain circumstances, HUD
may permit the leasing of units (or residential space in a group home) to ineligible families under § 891.720.
(1) 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 Borrower’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

§ 891.750

preference, persons expected to reside
in the community as a result of current or planned employment will be
treated as residents.
(2) If the Borrower determines that
the family is eligible and is otherwise
acceptable and units (or residential
spaces in a group home) are available,
the Borrower will assign the family a
unit or residential space in a group
home. If the family will occupy an assisted unit the Borrower will assign the
family a unit of the appropriate size in
accordance with HUD standards. If no
suitable unit (or residential space in a
group home) is available, the Borrower
will place the family on a waiting list
for the project and notify the family
when a suitable unit or residential
space may become available. If the
waiting list is so long that the applicant would not be likely to be admitted
within the next 12 months, the Borrower may advise the applicant that no
additional applications for admission
are being considered for that reason.
(3) If the Borrower determines that
an applicant is ineligible for admission
or the Borrower is not selecting the applicant for other reasons, the Borrower
will promptly notify the applicant in
writing of the determination, the reasons for the determination, and that
the applicant has a right to request a
meeting to review the rejection, in accordance with HUD requirements. The
review, if requested, may not be conducted by the member of the Borrower’s staff who made the initial decision to reject the applicant. The applicant may also exercise other rights if
the applicant believes the applicant is
being discriminated against on the
basis of race, color, creed, religion, sex,
handicap, or national origin.
(4) Records on applicants and approved eligible families, which provide
racial, ethnic, gender and place of previous residency data required by HUD,
must be maintained and retained for
three years.
(c) Reexamination of family income and
composition—(1) Regular reexaminations.
If the family occupies an assisted unit
(or residential space in a group home),
the Borrower must reexamine the income and composition of the family at
least
every
12
months.
Upon
verification of the information, the
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