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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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