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comply with these requirements is a 
violation of the PAC and grounds for 
all available legal remedies, including 
an action for specific performance of 
the PAC, suspension or debarment 
from HUD programs, and reduction of 
the number of units (or in the case of 
group homes, reduction of the number 
of residential spaces) under the PAC as 
set forth in paragraph (b) of this sec-
tion. 

(b) Reduction of number of units cov-
ered by the PAC. HUD may reduce the 
number of units (or in the case of group 
homes, the number of residential 
spaces) covered by the PAC to the 
number of units or residential spaces 
available for occupancy by eligible 
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 or residen-
tial spaces to eligible families is not a 
temporary problem. 

(c) Restoration. HUD will agree to an 
amendment of the PAC to provide for 
subsequent restoration of any reduc-
tion made under paragraph (b) of this 
section if: 

(1) HUD determines that the restora-
tion is justified by demand; 

(2) The Borrower otherwise has a 
record of compliance with the Bor-
rower’s obligations under the PAC; and 

(3) Contract and budget authority is 
available. 

(d) Occupancy by families that are not 
handicapped. HUD may relieve the Bor-
rower of the requirement that all units 
in the project (or residential spaces in 
a group home) must be leased to handi-
capped families if: 

(1) The Borrower has made reason-
able efforts to lease to eligible fami-
lies; 

(2) The Borrower has been granted 
HUD approval under paragraph (a) of 
this section; and 

(3) The Borrower is temporarily un-
able to achieve or maintain a level of 
occupancy sufficient to prevent finan-
cial default and foreclosure under the 
Section 202 loan documents. HUD ap-
proval under this paragraph will be of 
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. 
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