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§ 880.504 Leasing to eligible families. 
(a) Availability of units for occupancy 

by Eligible Families. During the term of 
the Contract, an owner shall make 
available for occupancy by eligible 
families the total number of units for 
which assistance is committed under 
the Contract. For purposes of this sec-
tion, making units available for occu-
pancy by eligible families means that 
the owner: (1) Is conducting marketing 
in accordance with § 880.601(a); (2) has 
leased or is making good faith efforts 
to lease the units to eligible and other-
wise acceptable families, including 
taking all feasible actions to fill vacan-
cies by renting to such families; and (3) 
has not rejected any such applicant 
family except for reasons acceptable to 
the contract administrator. If the 
owner is temporarily unable to lease 
all units for which assistance is com-
mitted under the Contract to eligible 
families, one or more units may be 
leased to ineligible families with the 
prior approval of the contract adminis-
trator in accordance with HUD guide-
lines. Failure on the part of the owner 
to comply with these requirements is a 
violation of the Contract and grounds 
for all available legal remedies, includ-
ing specific performance of the Con-
tract, suspension or debarment from 
HUD programs, and reduction of the 
number of units under the Contract as 
set forth in paragraph (b) of this sec-
tion. 

(b) Reduction of number of units cov-
ered by Contract. (1) Part 880 and 24 CFR 
part 881 projects. HUD (or the PHA at 
the direction of HUD, as appropriate) 
may reduce the number of units cov-
ered by the Contract to the number of 
units available for occupancy by eligi-
ble families if: 

(i) The owner fails to comply with 
the requirements of paragraph (a) of 
this section; or 

(ii) Notwithstanding any prior ap-
proval by the contract administrator 
to lease such units to ineligible fami-
lies, HUD (or the PHA at the direction 
of HUD, as appropriate) determines 
that the inability to lease units to eli-
gible families is not a temporary prob-
lem. 

(2) For 24 CFR part 883 projects. HUD 
and the Agency may reduce the num-
ber of units covered by the Contract to 

the number of units available for occu-
pancy by eligible families if: 

(i) The owner fails to comply with 
the requirements of paragraph (a) of 
this section; or 

(ii) Notwithstanding any prior ap-
proval by the Agency to lease such 
units to ineligible families, HUD and 
the Agency determine that the inabil-
ity to lease units to eligible families is 
not a temporary problem. 

(c) Restoration. For this part 880 and 
24 CFR part 881 projects, HUD will 
agree to an amendment of the ACC or 
the Contract, as appropriate, to pro-
vide for subsequent restoration of any 
reduction made pursuant to paragraph 
(b) of this section, and for 24 CFR part 
883 projects, HUD will agree to an 
amendment of the ACC and the Agency 
may agree to an amendment to the 
Contract to provide for subsequent res-
toration of any reduction made pursu-
ant to paragraph (b) of this section, if: 

(1) HUD determines (for 24 CFR part 
883 projects, HUD and the Agency de-
termine) that the restoration is justi-
fied by demand, 

(2) The owner otherwise has a record 
of compliance with his obligations 
under the Contract, and 

(3) Contract and budget authority is 
available. 

(d) Applicability. In accordance with 
section 555 of the Cranston-Gonzalez 
National Affordable Housing Act of 
1990, paragraphs (a) and (b) of this sec-
tion apply to all Contracts. An owner 
who had leased an assisted unit to an 
ineligible family consistent with the 
regulations in effect at the time will 
continue to lease the unit to that fam-
ily. However, the owner must make the 
unit available for occupancy by an eli-
gible family when the ineligible family 
vacates the unit. 

(e) Termination of assistance for failure 
to submit evidence of citizenship or eligi-
ble immigration status. If an owner who 
is subject to paragraphs (a) and (b) of 
this section is required to terminate 
housing assistance payments for the 
family in accordance with 24 CFR part 
5 because the owner determines that 
the entire family does not have U.S. 
citizenship or eligible immigration sta-
tus, the owner may allow continued oc-
cupancy of the unit by the family with-
out Section 8 assistance following the 
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termination of assistance, or if the 
family constitutes a mixed family, as 
defined in 24 CFR part 5, the owner 
shall comply with the provisions of 24 
CFR part 5 concerning assistance to 
mixed families, and deferral of termi-
nation of assistance. 

[44 FR 59410, Oct. 15, 1979, as amended at 49 
FR 31397, Aug. 7, 1984; 51 FR 11224, Apr. 1, 
1986; 53 FR 846, Jan. 13, 1988; 53 FR 6601, Mar. 
2, 1988; 59 FR 13652, Mar. 23, 1994; 60 FR 14841, 
Mar. 20, 1995; 61 FR 13587, Mar. 27, 1996] 

§ 880.505 Contract administration and 
conversions. 

(a) Contract administration. For pri-
vate-owner/PHA projects, the PHA is 
primarily responsible for administra-
tion of the Contract, subject to review 
and audit by HUD. For private-owner/ 
HUD and PHA-owner/HUD projects, 
HUD is responsible for administration 
of the Contract.The PHA or HUD may 
contract with another entity for the 
performance of some or all of its con-
tract administration functions. 

(b) PHA fee for Contract administra-
tion. A PHA will be entitled to a rea-
sonable fee, determined by HUD, for 
administering a Contract except under 
certain circumstances (see 24 CFR part 
883) where a state housing finance 
agency is the PHA and finances the 
project. 

(c) Conversion of Projects from one 
Ownership/Contractual arrangement to 
another. Any project may be converted 
from one ownership/contractual ar-
rangement to another (for example, 
from a private-owner/HUD to a private- 
owner/PHA project) if: 

(1) The owner, the PHA and HUD 
agree, 

(2) HUD determines that conversion 
would be in the best interest of the 
project, and 

(3) In the case of conversion from a 
private-owner/HUD to a private-owner/ 
PHA project, contract authority is 
available to cover the PHA fee for ad-
ministering the Contract. 

§ 880.506 Default by owner (private- 
owner/HUD and PHA-owner/HUD 
projects). 

The Contract will provide: 
(a) That if HUD determines that the 

owner is in default under the Contract, 
HUD will notify the owner and the 

lender of the actions required to be 
taken to cure the default and of the 
remedies to be applied by HUD includ-
ing specific performance under the 
Contract, reduction or suspension of 
housing assistance payments and re-
covery of overpayments, where appro-
priate; and 

(b) That if the owner fails to cure the 
default, HUD has the right to termi-
nate the Contract or to take other cor-
rective action. 

§ 880.507 Default by PHA and/or owner 
(private-owner/PHA projects). 

(a) Rights of Owner if PHA defaults 
under Agreement or Contract. The ACC, 
the Agreement and the Contract will 
provide that, in the event of failure of 
the PHA to comply with the Agree-
ment or Contract with the owner, the 
owner will have the right, if he is not 
in default, to demand that HUD inves-
tigate. HUD will first give the PHA a 
reasonable opportunity to take correc-
tive action. If HUD determines that a 
substantial default exists, HUD will as-
sume the PHA’s rights and obligations 
under the Agreement or Contract and 
meet the obligations of the PHA under 
the Agreement or Contract including 
the obligations to enter into the Con-
tract. 

(b) Rights of HUD if PHA defaults 
under ACC. The ACC will provide that, 
if the PHA fails to comply with any of 
its obligations, HUD may determine 
that there is a substantial default and 
require the PHA to assign to HUD all 
of its rights and interests under the 
Contract; however, HUD will continue 
to pay annual contributions in accord-
ance with the terms of the ACC and the 
Contract. Before determining that a 
PHA is in substantial default, HUD will 
give the PHA a reasonable opportunity 
to take corrective action. 

(c) Rights of PHA and HUD if Owner 
defaults under Contract. (1) The Con-
tract will provide that if the PHA de-
termines that the owner is in default 
under the Contract, the PHA will no-
tify the owner and lender, with a copy 
to HUD, (i) of the actions required to 
be taken to cure the default, (ii) of the 
remedies to be applied by the PHA in-
cluding specific performance under the 
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