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limited duration. HUD may impose 
terms and conditions to this approval 
that are consistent with program ob-
jectives and necessary to protect its in-
terest in the Section 202 loan. 

§ 891.725 PAC administration. 

HUD is responsible for the adminis-
tration of the PAC. 

§ 891.730 Default by Borrower. 

(a) PAC provisions. The PAC will pro-
vide: 

(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 ter-
minate the PAC or to take other cor-
rective action. 

(b) Loan provisions. Additional provi-
sions governing default under the Sec-
tion 202 loan are included in the regu-
latory agreement and other loan docu-
ments. 

§ 891.735 Notice upon PAC expiration. 

The PAC will provide that the Bor-
rower 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 fam-
ily will be required to pay as rent as a 
result of the expiration. The notice of 
expiration will contain such informa-
tion and will be served in such manner 
as HUD may prescribe. 

§ 891.740 Responsibilities of Borrower. 

(a) Marketing. (1) The Borrower must 
commence and continue diligent mar-
keting activities not later than 90 days 
before the anticipated date of avail-
ability for occupancy of the group 
home or the anticipated date of avail-
ability of the first unit in an inde-
pendent living complex. Market activi-
ties shall include the provision of no-
tices 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 ac-
cordance with the HUD-approved af-
firmative fair housing marketing plan 
and all fair housing and equal oppor-
tunity 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 re-
gardless of their race, color, creed, reli-
gion, 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 jus-
tification for the unleased units or res-
idential 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 mainte-
nance are provided in § 891.600(b). 

(c) Contracting for services. The re-
sponsibilities of the Borrower with re-
gard to contracting for services are 
provided in § 891.600(c). 

(d) Submission of financial and oper-
ating statements. The responsibilities of 
the Borrower with regard to the sub-
mission of financial and operating 
statements are provided in § 891.600(d). 

(e) Use of project funds. The respon-
sibilities 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 re-

placement 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 oper-
ation shall be an amount equal to 0.6 
percent of the cost of the total struc-
tures (for new construction projects), 
0.4 percent of the cost of the initial 
mortgage amount (for all other 
projects), or such higher rate as re-
quired by HUD. For the purposes of 
this section, total structures include 
main buildings, accessory buildings, 
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