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make this payment on behalf of HUD. 
Funds will be paid to the Borrower in 
trust solely for the purpose of making 
the additional payment. The Borrower 
may pay the utility reimbursement 
jointly to the family and the utility 
company, or, if the family and utility 
company consent, directly to the util-
ity company. 

§ 891.565 Term of HAP contract. 

The term of the HAP contract for as-
sisted units shall be 20 years. If the 
project is completed in stages, the 
term of the HAP contract for assisted 
units in each stage shall be 20 years. 
The term of the HAP contract for all 
assisted units in all stages of a project 
shall not exceed 22 years. 

§ 891.570 Maximum annual commit-
ment and project account. 

(a) Maximum annual commitment. The 
maximum annual amount that may be 
committed under the HAP contract is 
the total of the contract rents and util-
ity allowances for all assisted units in 
the project. 

(b) Project account. (1) HUD will es-
tablish and maintain a specifically 
identified and segregated project ac-
count for each project. The project ac-
count will be established out of the 
amounts by which the maximum an-
nual commitment exceeds the amount 
actually paid out under the HAP con-
tract each year. HUD will make pay-
ments from this account for housing 
assistance payments as needed to cover 
increases in contract rents or decreases 
in tenant income and other payments 
for costs specifically approved by the 
Secretary. 

(2) If the HUD-approved estimate of 
required annual payments under the 
HAP contract for a fiscal year exceeds 
the maximum annual commitment for 
that fiscal year plus the current bal-
ance in the project account, HUD will, 
within a reasonable time, take such 
steps authorized by section 8(c)(6) of 
the United States Housing Act of 1937 
(42 U.S.C. 1437f note), as may be nec-
essary, to assure that payments under 
the HAP contract will be adequate to 
cover increases in contract rents and 
decreases in tenant income. 

§ 891.575 Leasing to eligible families. 
(a) Availability of assisted units for oc-

cupancy by eligible families. (1) During 
the term of the HAP contract, a Bor-
rower shall make available for occu-
pancy by eligible families the total 
number of units for which assistance is 
committed under the HAP contract. 
For purposes of this section, making 
units available for occupancy by eligi-
ble families means that the Borrower: 

(i) Is conducting marketing in ac-
cordance with § 891.600(a); 

(ii) Has leased or is making good 
faith efforts to lease the units to eligi-
ble and otherwise acceptable families, 
including taking all feasible actions to 
fill vacancies by renting to such fami-
lies; 

(iii) Has not rejected any such appli-
cant family except for reasons accept-
able to HUD. 

(2) If the Borrower is temporarily un-
able to lease all units for which assist-
ance is committed under the HAP con-
tract to eligible families, one or more 
units may, with the prior approval of 
HUD, be leased to otherwise eligible 
families that do not meet the income 
eligibility requirements of part 813 of 
this chapter. Failure on the part of the 
Borrower to comply with these require-
ments is a violation of the HAP con-
tract and grounds for all available 
legal remedies, including an action for 
specific performance of the HAP con-
tract, suspension or debarment from 
HUD programs, and reduction of the 
number of units under the HAP con-
tract as set forth in paragraph (b) of 
this section. 

(b) Reduction of number of units cov-
ered by the HAP contract. HUD may re-
duce the number of units covered by 
the HAP contract to the number of 
units available for occupancy by eligi-
ble families if: 

(1) The Borrower fails to comply with 
the requirements of paragraph (a) of 
this section; or 

(2) Notwithstanding any prior ap-
proval by HUD, HUD determines that 
the inability to lease units to eligible 
families is not a temporary problem. 

(c) Restoration. HUD will agree to an 
amendment of the HAP contract to 
provide for subsequent restoration of 
any reduction made under paragraph 
(b) of this section if: 
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