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public bodies. Agency loans to nonprofit 
organizations or public bodies may be 
made for the purposes described in this 
paragraph. Agency loans will be proc-
essed in accordance with subpart B of 
this part. Loans from other sources 
will be approved by the Agency in ac-
cordance with subpart I of this part. 

(1) Agency loans to nonprofit organi-
zations or public bodies for the pur-
chase of a housing project will be based 
on the appraised value determined in 
accordance with paragraph (a) of this 
section. 

(2) With proper justification, an 
Agency loan may be made to help the 
nonprofit organization or public body 
meet the housing project’s first year 
operating expenses if there are insuffi-
cient funds in the housing project’s 
general operating and expense account 
to meet such expenses. An Agency 
loan, for the purpose of covering first 
year operating expenses, may not ex-
ceed 2 percent of the housing project’s 
appraised value determined in accord-
ance with paragraph (c) of this section. 

(h) Advances for nonprofit organiza-
tions and public bodies. The Agency may 
make advances, in accordance with 
section 502(c)(5)(c)(i), not in excess of 
limits established by Congress to non-
profit organizations or public bodies 
that are purchasing housing under this 
subpart. Grant funds may be used to 
cover any direct costs other than the 
purchase price, incurred by nonprofit 
organizations or public bodies in pur-
chasing and assuming responsibility 
for the housing project. 

(i) Waiting list. If funds for sales to 
nonprofit organizations and public bod-
ies are limited, the Agency will add the 
funding requests to the waiting list for 
incentives and follow the process estab-
lished in § 3560.657(b) and (c). 

(j) Withdrawal from sales process. A 
borrower may withdraw the prepay-
ment request at any time prior to the 
sale of the property. The borrower will 
be responsible for any damages associ-
ated with breaking a sales contract es-
tablished with a nonprofit organization 
or public body. 

(k) When no offer to purchase is re-
ceived. Prepayment with no further re-
striction may be accepted by the Agen-
cy when the borrower agrees to offer 
the housing project for sale to a non-

profit organization or public body in 
accordance with § 3560.659 and no good 
faith offer is received within 180 days 
from the date that the housing project 
was advertised for sale to a nonprofit 
organization or public body, or a good 
faith offer was received within 180 days 
from the advertisement date but the 
offeror was unable to fulfill the terms 
of the offer within 24 months of the 
offer date, provided the owner cooper-
ated with the potential purchaser. 

§ 3560.660 Acceptance of prepayments. 
(a) When the Agency agrees to accept 

prepayment, the Agency will notify 
borrowers, in writing, of the conditions 
under which the Agency will accept 
prepayment including the specific re-
strictive-use provisions to which the 
borrower has agreed and the date by 
which the borrower must make the pre-
payment. 

(1) Prepayment must be made 180 
days from the date of the Agency’s pre-
payment acceptance notice to the bor-
rower. 

(2) If the borrower’s prepayment is 
not received within 180 days of the pre-
payment acceptance notice and the 
Agency has not agreed to an alter-
native date based on a written request 
from the borrower, the Agency may 
cancel the prepayment acceptance 
agreement. 

(b) Tenants will be notified of the 
prepayment acceptance agreement in 
accordance with § 3560.654(c). If a pre-
payment is anticipated to result in in-
creased net tenant contributions, dis-
placements or involuntary relocations, 
the tenants, who are affected by such a 
circumstance, may request a Letter Of 
Priority Entitlement (LOPE) in ac-
cordance with § 3560.159(c). Tenants 
must request a LOPE within one year 
of the prepayment acceptance notice 
date. 

(c) Owners will provide certification 
stating that they will meet state and 
local laws prior to prepayment accept-
ance. 

§ 3560.661 Sale or transfers. 
(a) If a sale or transfer is to take 

place in conjunction with the Agency 
incentive offer, the sale or transfer 
must comply with the processing provi-
sions of subpart I of this part. 
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(b) If a proposed transferee is deter-
mined not to be eligible for the trans-
fer and assumption, the borrower will 
be given an additional 45 days to find 
another transferee. 

(c) In cases where the existing owner 
is in program non-compliance or de-
fault, the Agency may make an offer of 
incentives contingent on the successful 
transfer of the housing to an accept-
able purchaser. The Agency may offer a 
smaller incentive or no incentive if the 
borrower does not agree to transfer the 
project to an acceptable purchaser, or 
if the transfer does not take place. 

§ 3560.662 Restrictive-use provisions 
and agreements. 

All restrictions require Agency ap-
proval and must be in accordance with 
the following restrictions: 

(a) The undersigned, and any succes-
sors in interest, agree to use the prop-
erty (described herein) in compliance 
with 42 U.S.C. 1484 or 1485, whichever is 
applicable, and applicable regulations 
and the subsequent amendments, for 
the purpose of housing: 

(1) Very low-, or low-income house-
holds when required by § 3560.658(a)(3), 
or 

(2) Very low-, low-, or moderate-in-
come households. 

(b) The period of the restriction will 
be inserted in accordance with the fol-
lowing: 

(1) 10 years if required by 
§ 3560.658(a)(1); 

(2) The last existing tenant (that oc-
cupied the property on the date of pre-
payment) voluntarily vacates if re-
quired by § 3560.658(b)(2); 

(3) 30 years if required by § 3560.406(g); 
(4) Remaining period of existing re-

strictive-use provisions and any agreed 
extension if required by § 3560.655 or 
§ 3560.658 (a)(2); 

(5) The remaining useful life of the 
housing and related facilities if re-
quired by § 3560.658(a)(3); and 

(6) 20 years in all other cases. 
(c) When required by § 3560.658(a)(1) or 

(a)(2), the undersigned agrees that at 
the end of the expiration of the period 
described in paragraph (b) of this sec-
tion, the property will be offered for 
sale to a qualified nonprofit organiza-
tion or public body, in accordance with 

previously cited statutes and regula-
tions. 

(d) The Agency and eligible tenants 
or applicants may enforce these re-
strictions. 

(e) The undersigned also agrees to: 
(1) To set rents, other charges, and 

conditions of occupancy in a manner to 
meet these restrictions; 

(2) To post an Agency approved no-
tice of this restriction for the tenants 
of the property; 

(3) To adhere to applicable local, 
state, and Federal laws; and 

(4) To obtain Agency concurrence for 
any rental procedures that deviate 
from those approved at the time of pre-
payment, prior to implementation. 

(f) The undersigned will be released 
from these obligations before the ter-
mination period in paragraph (b) of 
this section only when the Agency de-
termines that there is no longer a need 
for the housing or that financial assist-
ance provided the residents of the 
housing will no longer be provided due 
to no fault, action or lack of action on 
the part of the borrower. 

§ 3560.663 Post-payment responsibil-
ities for loans subject to continued 
restrictive-use provisions. 

(a) If a borrower prepays a loan and 
the housing project remains subject to 
restrictive-use provisions, the require-
ments of this section apply after pre-
payment. 

(b) Owners of prepaid housing 
projects will be responsible for ensur-
ing that the restrictive-use provisions 
agreed to as a condition of prepayment 
are observed. 

(c) Owners must maintain appro-
priate documentation to demonstrate 
compliance with the restrictive-use 
provisions and must make the docu-
mentation and the housing project site 
available for Federal Government in-
spection upon request. 

(1) Owners must document rent in-
creases in accordance with subpart G of 
this part. 

(2) Owners must document tenant eli-
gibility in accordance with § 3560.152. 

(3) In an Agency approved format, 
owners must provide the agency with a 
signed and dated certification within 30 
days of the beginning of each calendar 
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