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(3) Issuers of obligations that are tax-
exempt under any provision of Federal 
law or regulation other than section 
11(b) of the U.S. Housing Act of 1937 
will be subject to 24 CFR part 811, sub-
part A if paragraph (b)(1) of this sec-
tion is not applicable, except that such 
issuers that are State Agencies quali-
fied under 24 CFR part 883 are not sub-
ject to 24 CFR part 811 subpart A and 
are subject solely to the requirements 
of 24 CFR part 883 with regard to the 
approval of tax-exempt financing. 

(c) Pledge of Contracts. An owner may 
pledge, or offer as security for any loan 
or obligation, an Agreement, Contract 
or ACC entered into pursuant to this 
part: Provided, however, That such fi-
nancing is in connection with a project 
constructed pursuant to this part and 
approved by HUD. Any pledge of the 
Agreement, Contract, or ACC, or pay-
ments thereunder, will be limited to 
the amounts payable under the Con-
tract or ACC in accordance with its 
terms. If the pledge or other document 
provides that all payments will be paid 
directly to the mortgagee or the trust-
ee for bondholders, the mortgagee or 
trustee will make all payments or de-
posits required under the mortgage or 
trust indenture or HUD regulations and 
remit any excess to the owner. 

(d) Foreclosure and other transfers. In 
the event of foreclosure, assignment or 
sale approved by HUD in lieu of fore-
closure, or other assignment or sale ap-
proved by HUD: 

(1) The Agreement, the Contract and 
the ACC, if applicable, will continue in 
effect, and 

(2) Housing assistance payments will 
continue in accordance with the terms 
of the Contract. 

(e) Financing of manufactured home 
parks. In the case of a newly con-
structed manufactured home park, the 
principal amount of any mortgage at-
tributable to the rental spaces in the 
park may not exceed an amount per 
space determined in accordance with 
§ 207.33(b) of this title. 

[44 FR 59410, Oct. 15, 1979, as amended at 45 
FR 62797, Sept. 22, 1980; 48 FR 12704, Mar. 28, 
1983; 49 FR 17449, Apr. 24, 1984]

§ 880.211 Audit. 
(a) Where a State or local govern-

ment is the eligible owner of a project 

or a contract administrator under 
§ 880.505 receiving financial assistance 
under this part, the audit requirements 
in 24 CFR part 44 shall apply. 

(b) Where a nonprofit organization is 
the eligible owner of a project, receiv-
ing financial assistance under this 
part, the audit requirements in 24 CFR 
part 45 shall apply. 

[50 FR 39091, Sept. 27, 1985; 51 FR 30480, Aug. 
27, 1986; 57 FR 33256, July 27, 1992]

Subparts C–D [Reserved]

Subpart E—Housing Assistance 
Payments Contract

§ 880.501 The contract. 
(a) Contract. The Housing Assistance 

Payments Contract sets forth rights 
and duties of the owner and the con-
tract administrator with respect to the 
project and the housing assistance pay-
ments. The owner and contract admin-
istrator execute the Contract in the 
form prescribed by HUD upon satisfac-
tory completion of the project. 

(b) [Reserved] 
(c) Housing Assistance Payments to 

Owners under the Contract. The housing 
assistance payments made under the 
Contract are: 

(1) Payments to the owner to assist 
eligible families leasing assisted units, 
and 

(2) Payments to the owner for vacant 
assisted units (‘‘vacancy payments’’) if 
the conditions specified in § 880.610 are 
satisfied. 
The housing assistance payments are 
made monthly by the contract admin-
istrator upon proper requisition by the 
owner, except payments for vacancies 
of more than 60 days, which are made 
semi-annually by the contract adminis-
trator upon requisition by the owner. 

(d) Amount of Housing Assistance Pay-
ments to Owner. (1) The amount of the 
housing assistance payment made to 
the owner of a unit being leased by an 
eligible family is the difference be-
tween the contract rent for the unit 
and the tenant rent payable by the 
family. 

(2) A housing assistance payment will 
be made to the owner for a vacant as-
sisted unit in an amount equal to 80 
percent of the contract rent for the
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first 60 days of vacancy, subject to the 
conditions in § 880.611. If the owner col-
lects any tenant rent or other amount 
for this period which, when added to 
this vacancy payment, exceeds the con-
tract rent, the excess must be repaid as 
HUD directs. 

(3) For a vacancy that exceeds 60 
days, a housing assistance payment for 
the vacant unit will be made, subject 
to the conditions in § 880.611, in an 
amount equal to the principal and in-
terest payments required to amortize 
that portion of the debt attributable to 
the vacant unit for up to 12 additional 
months. 

(e) Payment of utility reimbursement. 
Where applicable, the owner will pay a 
utility reimbursement in accordance 
with § 5.632 of this title. HUD will pro-
vide funds for the utility reimburse-
ment to the owner in trust solely for 
the purpose of paying the utility reim-
bursement. 

[44 FR 59410, Oct. 15, 1979, as amended at 49 
FR 19943, May 10, 1984; 61 FR 13587, Mar. 27, 
1996; 65 FR 16722, Mar. 29, 2000]

§ 880.502 Term of contract. 
(a) Term (except for Manufactured 

Home Parks). The term of the contract 
will be as follows: 

(1) For assisted units in a project fi-
nanced with the aid of a loan insured 
or co-insured by the Federal govern-
ment or a loan made, guaranteed or in-
tended for purchase by the Federal gov-
ernment, the term will be 20 years. 

(2) For assisted units in a project fi-
nanced other than as described in para-
graph (a)(1) of this section, the term 
will be the lesser of (i) the term of the 
project’s financing (but not less than 20 
years), or (ii) 30 years, or 40 years if (A) 
the project is owned or financed by a 
loan or loan guarantee from a state or 
local agency, (B) the project is in-
tended for occupancy by non-elderly 
families and (C) the project is located 
in an area designated by HUD as one 
requiring special financing assistance. 

(b) Term for Manufactured Home Parks. 
For manufactured home units or spaces 
in newly constructed manufactured 
home parks, the term of the Contract 
will be 20 years. 

(c) Staged Projects. If the project is 
completed in stages, the term of the 
Contract must relate separately to the 

units in each stage. The total Contract 
term for the units in all stages, begin-
ning with the effective date of the Con-
tract for the first stage, may not ex-
ceed the overall maximum term allow-
able for any one unit under this sec-
tion, plus two years. 

[44 FR 59410, Oct. 15, 1979, as amended at 45 
FR 18924, Mar. 24, 1980; 48 FR 12705, Mar. 28, 
1983; 49 FR 17449, Apr. 24, 1984]

§ 880.503 Maximum annual commit-
ment and project account. 

(a) Maximum Annual Commitment. 
Where HUD is the contract adminis-
trator, the maximum annual amount 
that may be committed under the Con-
tract is the total of the contract rents 
and utility allowances for all assisted 
units in the project. Where the PHA is 
the contract administrator, the max-
imum annual contribution that may be 
contracted for in the ACC is the total 
of the contract rents and utility allow-
ances for all assisted units plus an ad-
ministrative fee for the PHA as ap-
proved by HUD. 

(b) Project Account. (1) A project ac-
count will be established and main-
tained by HUD as a specifically identi-
fied and segregated account for each 
project. The account will be estab-
lished out of the amounts by which the 
maximum annual commitment exceeds 
the amount actually paid out under the 
Contract or ACC each year. Payments 
will be made from this account for 
housing assistance payments (and fees 
for PHA administration, if appropriate) 
when needed to cover increases in con-
tract rents or decreases in tenant rents 
and for other cost specifically approved 
by the Secretary. 

(2) Whenever a HUD-approved esti-
mate of required annual payments 
under the Contract or ACC for a fiscal 
year exceeds the maximum annual 
commitment and would cause the 
amount in the project account to be 
less than 40 percent of the maximum, 
HUD will, within a reasonable period of 
time, take such additional steps au-
thorized by Section 8(c)(6) of the U.S. 
Housing Act of 1937, as may be nec-
essary, to assure that payments under 
the Contract or ACC will be adequate 
to cover increases in Contract rents 
and decreases in tenant rents.
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