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(8) Litigation. 
(c) The DHHL’s failure to maintain 

records may result in a finding that 
the DHHL failed to meet the applicable 
requirement to which the record per-
tains. 

§ 1006.430 Corrective and remedial ac-
tion. 

(a) General. One or more corrective or 
remedial actions will be taken by HUD 
when, on the basis of a performance re-
view, HUD determines that the DHHL 
has not: 

(1) Complied with the requirements 
of the Act and this part and other ap-
plicable laws and regulations, includ-
ing the environmental responsibilities 
assumed under § 1006.350; 

(2) Carried out its activities substan-
tially as described in its housing plan; 

(3) Made substantial progress in car-
rying out its program and achieving its 
quantifiable goals as described in its 
housing plan; or 

(4) Shown the continuing capacity to 
carry out its approved activities in a 
timely manner. 

(b) Action. The action taken by HUD 
will be designed, first, to prevent the 
continuance of the deficiency; second, 
to mitigate any adverse effects or con-
sequences of the deficiency; and third, 
to prevent a recurrence of the same or 
similar deficiencies. The following ac-
tions may be taken singly or in com-
bination, as appropriate for the cir-
cumstances: 

(1) Issue a letter of warning advising 
the DHHL of the performance prob-
lem(s), describing the corrective ac-
tions that HUD believes should be 
taken, establishing a completion date 
for corrective actions, and notifying 
the DHHL that more serious actions 
may be taken if the performance prob-
lem(s) is not corrected or is repeated; 

(2) Request the DHHL to submit 
progress schedules for completing ac-
tivities or complying with the require-
ments of the Act and this part; 

(3) Recommend that the DHHL sus-
pend, discontinue, or not incur costs 
for the affected activity; 

(4) Recommend that the DHHL redi-
rect funds from affected activities to 
other eligible activities; 

(5) Recommend that the DHHL reim-
burse its program account or line of 

credit under the Act in the amount im-
properly expended and reprogram the 
use of the funds; and 

(6) Recommend that the DHHL ob-
tain appropriate technical assistance 
using existing grant funds or other 
available resources to overcome the 
performance problem(s). 

§ 1006.440 Remedies for noncompli-
ance. 

(a) Remedies. If HUD finds that the 
DHHL has failed to comply substan-
tially with any provision of the Act or 
this part, the following actions may be 
taken by HUD: 

(1) Terminate payments to the 
DHHL; 

(2) Reduce payments to the DHHL by 
an amount equal to the amount not ex-
pended in accordance with the Act or 
this part; 

(3) Limit the availability of pay-
ments to programs, projects, or activi-
ties not affected by such failure to 
comply; or 

(4) Adjust, reduce or withdraw grant 
amounts or take other action as appro-
priate in accordance with reviews and 
audits. 

(b) Exception. Grant amounts already 
expended on affordable housing activi-
ties may not be recaptured or deducted 
from future assistance provided to the 
DHHL. 

(c) HUD may, upon due notice, sus-
pend payments at any time after the 
issuance of the opportunity for hearing 
pending such hearing and final deci-
sion, to the extent HUD determines 
such action necessary to preclude the 
further expenditure of funds for activi-
ties affected by such failure to comply. 

(d) Hearing requirement. Before impos-
ing remedies under this section, HUD 
will: 

(1) Take at least one of the corrective 
or remedial actions specified under 
§ 1006.430 and permit the DHHL to make 
an appropriate and timely response; 

(2) Provide the DHHL with the oppor-
tunity for an informal consultation 
with HUD regarding the proposed ac-
tion; and 

(3) Provide DHHL with reasonable 
notice and opportunity for a hearing. 

(e) Continuance of actions. If HUD 
takes an action under paragraph (a) of 
this section, the action will continue 
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