§891.675

independent living complexes; and bed-
rooms, living rooms, dining and Kitch-
en areas, shared bathrooms, and resi-
dent staff dwelling units in group
homes.

(d) Exceptions. HUD may approve a
project that does not comply with the
cost containment and modest design
standards of paragraphs (a) through (c)
of this section if:

(1) The Sponsor demonstrates a will-
ingness and ability to contribute the
incremental development cost and con-
tinuing operating costs associated with
the additional amenities or design fea-
tures; or

(2) The proposed project involves sub-
stantial rehabilitation or acquisition
with or without moderate rehabilita-
tion, the additional amenities or design
features were incorporated into the ex-
isting structure before the submission
of the application, and the total devel-
opment cost of the project with the ad-
ditional amenities or design features
does not exceed the cost limits.

§891.675 Prohibited facilities.

The requirements for prohibited fa-
cilities for 202/162 projects are provided
in §891.315, except that Section 202/162
projects may not include commercial
spaces.

§891.680 Site and neighborhood stand-
ards.

The general requirements for site and
neighborhood standards for 202/162
projects are provided in §§891.125 and
891.320. In addition to the requirements
in 88891.125 and 891.320, the following
requirements apply to 202/162 projects:

(a) The site must promote greater
choice of housing opportunities and
avoid undue concentration of assisted
persons in areas containing a high pro-
portion of low-income persons.

(b) Projects must be located in neigh-
borhoods where other family housing is
located. Except as provided below,
projects may not be located adjacent to
the following facilities, or in areas
where such facilities are concentrated:
schools or day care centers for handi-
capped persons, workshops, medical fa-
cilities, or other housing primarily
serving handicapped persons. Projects
may be located adjacent to other hous-
ing primarily serving handicapped per-
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sons if the projects together do not ex-
ceed the project size limitations under
§891.665(a).

§891.685

The requirements for prohibited rela-
tionships for 202/162 projects are pro-
vided in §891.130.

Prohibited relationships.

§891.690 Other Federal requirements.

In addition to the Federal require-
ments set forth in 24 CFR part 5, other
Federal requirements for the 202/162
projects are provided in §§891.155 and
891.325.

§891.695 Operating cost standards.

The requirements for the operating
cost standards are provided in §891.150.

§891.700 Prepayment of loans.

(a) Prepayment prohibition. The pre-
payment (whether in whole or in part)
or the assignment or transfer of phys-
ical and financial assets of any Section
202 project is prohibited, unless the As-
sistant Secretary gives prior written
approval.

(b) HUD-approved prepayment. Ap-
proval for prepayment or transfer will
not be granted unless HUD determines
that the prepayment or transfer of the
loan is a part of a transaction that will
ensure the continued operation of the
project until the original maturity
date of the loan in a manner that will
provide rental housing for the handi-
capped families on terms at least as ad-
vantageous to existing and future ten-
ants as the terms required by the origi-
nal Section 202 loan agreement and any
other loan agreements entered into
under other provisions of law.

§891.705

(a) Project assistance contract (PAC).
The PAC sets forth rights and duties of
the Borrower and HUD with respect to
the project and the project assistance
payments.

(b) PAC execution. (1) Upon satisfac-
tory completion of the project, the
Borrower and HUD shall execute the
PAC on the form prescribed by HUD.

(2) The effective date of the PAC may
be earlier than the date of execution,
but no earlier than the date of HUD’s
issuance of the permission to occupy.

Project assistance contract.
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(3) If the project is completed in
stages, the procedures of paragraph (b)
of this section shall apply to each
stage.

(c) Project assistance payments to own-
ers under the PAC. The project assist-
ance payments made under the PAC
are:

(1) Payments to the Borrower to as-
sist eligible families leasing assisted
units. The amount of the project as-
sistance payment made to the Bor-
rower for an assisted unit (or residen-
tial space in a group home) that is
leased to an eligible family is equal to
the difference between the contract
rent for the unit (or pro rata share of
the contract rent in a group home) and
the tenant rent payable by the family.

(2) Payments to the Borrower for va-
cant assisted units (“vacancy pay-
ments”). The amount of and conditions
for vacancy payments are described in
§891.790. HUD makes the project assist-
ance payments monthly upon proper
requisition by the Borrower, except
payments for vacancies of more than 60
days, which HUD makes semiannually
upon requisition by the Borrower.

(d) Payment of utility reimbursement. If
applicable, a utility reimbursement
will be paid to a family occupying an
assisted unit in an independent living
complex as an additional project as-
sistance payment. The PAC will pro-
vide that the Borrower will make this
payment on behalf of HUD. Funds will
be paid to the Borrower in trust solely
for the purpose of making the addi-
tional payment. The Borrower may pay
the utility reimbursement jointly to
the family and the utility company, or,
if the family and utility company con-
sent, directly to the utility company.

§891.710 Term of PAC.

The term of the PAC shall be 20
years. If the project is completed in
stages, the term of the PAC for each
stage shall be 20 years. The term of the
PAC for stages of a project shall not
exceed 22 years.

§891.715 Maximum annual commit-

ment and project account.

(a) Maximum annual commitment. The
maximum annual amount that may be
committed under the PAC is the total
of the initial contract rents and utility

§891.720

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 PAC each
year. HUD will make payments from
this account for project assistance pay-
ments 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
PAC for a fiscal year exceeds the max-
imum annual commitment for that fis-
cal year plus the current balance in the
project account, HUD will, within a
reasonable time, take such steps au-
thorized by section 202(h)(4)(A) of the
Housing Act of 1959, as may be nec-
essary, to assure that payments under
the PAC will be adequate to cover in-
creases in contract rents and decreases
in tenant income.

§891.720 Leasing to eligible families.

(a) Availability of assisted units for oc-
cupancy by eligible families. During the
term of the PAC, a Borrower shall
make all units (or residential spaces in
a group home) available for eligible
families. For purposes of this section,
making units or residential spaces
available for occupancy by eligible
families means that the Borrower:

(1) Is conducting marketing in ac-
cordance with §891.740(a);

(2) Has leased or is making good faith
efforts to lease the units or residential
spaces to eligible and otherwise accept-
able families, including taking all fea-
sible actions to fill vacancies by rent-
ing to such families; and (3) Has not re-
jected any such applicant family ex-
cept for reasons acceptable to HUD. If
the Borrower is temporarily unable to
lease all units or residential spaces to
eligible families, one or more units or
residential spaces may, with the prior
approval of HUD, be leased to other-
wise eligible families that do not meet
the income requirements of part 813 of
this chapter, as modified by §891.505.
Failure on the part of the Borrower to
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