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Asst. Secy., for Housing—Fed. Housing Commissioner, HUD § 891.595 

§ 891.585 Default by Borrower. 

(a) HAP contract provisions. The HAP 
contract will provide: 

(1) That if HUD determines that the 
Borrower is in default under the HAP 
contract, HUD will notify the Borrower 
of the actions required to be taken to 
cure the default and of the remedies to 
be applied by HUD including an action 
for specific performance under the HAP 
contract, reduction or suspension of 
housing assistance payments and re-
covery of overpayments, where appro-
priate; and 

(2) That if the Borrower fails to cure 
the default, HUD has the right to ter-
minate the HAP contract or to take 
other corrective action. 

(b) Loan provisions. Additional provi-
sions governing default under the sec-
tion 202 loan are included in the regu-
latory agreement and other loan docu-
ments. 

§ 891.590 Notice upon HAP contract 
expiration. 

(a) Notice required. The HAP contract 
will provide that the Borrower will, at 
least one year before the end of the 
HAP contract term, notify each family 
leasing an assisted unit of any increase 
in the amount the family will be re-
quired to pay as rent as a result of the 
expiration. 

(b) Service requirements. The notice 
under paragraph (a) of this section 
shall be accomplished by sending a let-
ter by first class mail, properly 
stamped and addressed, to the family 
at its address at the project, with a 
proper return address; and serving a 
copy of the notice on any adult person 
answering the door at the leased dwell-
ing unit, or if no adult responds, by 
placing the notice under or through the 
door, if possible, or else by affixing the 
notice to the door. Service shall not be 
considered to be effective until both re-
quired notices have been accomplished. 
The date on which the notice shall be 
considered to be received by the family 
shall be the date on which the Bor-
rower mails the first class letter pro-
vided for in paragraph (b) of this sec-
tion, or the date on which the notice 
provided for in paragraph (b) of this 
section is properly given, whichever is 
later. 

(c) Contents of notice. The notice shall 
advise each affected family that, after 
the expiration date of the HAP con-
tract, the family will be required to 
bear the entire cost of the rent and 
that the Borrower may, subject to re-
quirements and restrictions contained 
in the regulatory agreement, the lease, 
and State or local law, change the rent. 
The notice also shall state: 

(1) The actual (if known) or the esti-
mated rent that will be charged fol-
lowing the expiration of the HAP con-
tract; 

(2) The difference between the new 
rent and the total tenant payment to-
ward rent under the HAP contract; and 

(3) The date the HAP contract will 
expire. 

(d) Certification to HUD. The Borrower 
shall give HUD a certification that 
families have been notified in accord-
ance with this section and shall attach 
to the certification an example of the 
text of the notice. 

(e) Applicability. This section applies 
to all HAP contracts entered into 
under an agreement to enter into a 
housing assistance payments contract 
executed on or after October 1, 1981, or 
entered into under such an agreement 
executed before October 1, 1981 but re-
newed or amended after February 9, 
1995. 

(Approved by the Office of Management and 
Budget under control number 2502–0371) 

§ 891.595 HAP contract extension or 
renewal. 

Upon expiration of the term of the 
HAP contract, HUD and the Borrower 
may agree (subject to available funds) 
to extend the term of the HAP contract 
or to renew the HAP contract. The 
number of assisted units under the ex-
tended or renewed HAP contract shall 
equal the number of assisted units 
under the original HAP contract, ex-
cept that: 

(a) HUD and the Borrower may agree 
to reduce the number of assisted units 
by the number of assisted units that 
are not occupied by eligible families at 
the time of the extension or renewal; 
and 

(b) HUD and the Borrower may agree 
to permit reductions in the number of 
assisted units during the term of the 
extended or renewed HAP contract as 
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