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CHAPTER 5. TERM NATI ONS

Thi s chapter describes the policies and procedures relating to various
term nation situations. There are two categories of termninations:
Term nations for Miutual Conveni ence and Term nations for Cause. 1In a
Termination for Miutual Conveni ence, both HUD and the Recipient agree
that the project activities specified in the G ant Agreenent cannot
proceed. In a Termnation for Cause, HUD takes an action to terminate
a Grant based on a finding and determinati on of default by the
Secretary; and the Recipient disagrees with this action

5-1 TERM NATI ON FOR MJTUAL CONVENI ENCE

A. CGeneral. A Termination for Mitual Conveni ence occurs when: 1)
both HUD and the Recipient are in agreenment that the project
activities specified in the Gant Agreenent cannot proceed and
that no UDAG funds have been drawn down and 2) the Recipient sends
a letter to HUD signed by an authorized official formally
requesting such a Term nation

B. Determination of Need. Either Headquarters or the Field Ofice
may rmake a prelimnary determ nation of the need for Termination
for Mutual Convenience after consultation with and agreenent by
the Reci pi ent.

If the Field Ofice first makes the prelinminary deternination, it
shall forward its recomendation to Headquarters along with a copy
of the Recipient's letter and shall informthe Regional CPD Ofice
of its recomendation. Upon acceptance of the Field Ofice's
reconmendati on of Term nation for Miutual Conveni ence and receipt
of the Recipient's letter, Headquarters shall initiate a

Termi nation for Miutual Convenience.

| f Headquarters nakes the prelimnary deternination, it shal
informthe Field and Regional Ofices before proceeding.

Regardl ess of which office of HUD nakes the initial determ nation
of need, the follow ng procedures shall apply.

C. Procedure for Term nation for Miutual Conveni ence: Headquarters
Action. Headquarters shall initiate the Term nation for Mitua
Conveni ence by preparing a termination package consisting of the
following item

1. A Termination Letter addressed to the Recipient which shall
a. Gve the general basis or reason for the agreenent to

termnate and cite the Recipient's letter requesting
the Term nati on;
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b. Set the effective date of the termnation. The
term nation date shall also be the date after which no
Grant funds may be drawn down by the Recipient, if
aut hori zation to draw down G ant funds exists; and

c. Require the Recipient to notify all Participating Parties
to the Grant Agreenent of the Term nation.

A HUD 7082A entitled Fundi ng Approval Under Section 119 of the
Housi ng and Community Devel opnent Act of 1974 (Public Law
93-383), as anmended, deobligating Gant funds in the proper
amount .

A menmor andum addressed to the Regi onal Administrator through
Regi onal CPD, Attention: Field Ofice Manager inform ng those
offices of the Termination and setting forth the applicable
procedures to be taken to conplete the Term nation.

A Grant Agreenent cover sheet with Term nation for Mitual
Conveni ence | anguage on the signature page.

Distribution of Term nation Package After Execution. Headquarters
shal | send:

1.

The Termi nation Letter and G ant Agreenent cover sheet with
signature page to the Recipient.

The nmenorandum the Gant Agreenment cover sheet with signature
page, and the original HUD 7082A to the Regi onal Adm nistrator
t hrough Regional CPD, Attention: Field Ofice Mnager.

Procedure for Termination: Field Ofice Action. Upon receipt of
the HUD- 7082A, the Field Ofice shall forward it to the RAD for
deobligation of the appropriate amount of G ant funds.

5-2 TERM NATI ON FOR CAUSE.

A. CGeneral. Pursuant to 24 CFR Part 570, HUD nmay terminate a G ant
Agreenment on the basis of a finding and deternination of default
by the Secretary. Any deviation from or failure to perform
under, the Grant Agreenent is defined as a default.

In the event of a default, it is inportant for HUD to build a
record of the steps it takes to determine the default and to
notify the Recipient of the default. |In addition, HUD will
nonitor the steps the Recipient takes to cure the default prior
to determning whether to termnate the grant.
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The Term nation for Cause procedure shall be used both in projects
when no UDAG funds have been drawn down and UDAG funds have been
drawn down. In a Term nation for Cause, HUD takes an action with
whi ch the Recipi ent disagrees.

B. Determination of Default. Either Headquarters or the Field Ofice
may find that the Recipient has failed to neet the terns of the
Grant Agreenment and is in default of one or nore of its
provi sions. Headquarters and the Field Ofice shall consult as
early as possible in the process to assess whet her the Recipient
or any Participating Parties are failing to neet the perfornance
criteria established in the Gant Agreenent.

C. Building a Record. As a matter of course, HUD staff in the
Field Ofice and Headquarters shoul d docunent all conmunications
bet ween HUD staff and the Recipient regardi ng aspects of a
UDAG project. It becones particularly inportant in the context
of a termination action. For internal use, tel ephone | ogs may
be hel pful, but these |ogs must be converted periodically into a
letter to the Recipient.

These letters, sunmarizing the events which have transpired and
hi ghl i ghting any advi ce or warnings HUD may have i ssued, serve as
an admnistrative record. This record will support any future
action HUD may take.

For exanple, if, in the course of its nonitoring, the Field staff
determ nes that one or more of the schedul ed dates for perfornmance
has not been net, they nust begin to docunent the failure to
performand build an adm nistrative record. |In any default such
as a date slippage, one way to start the adninistrative record
woul d be to first tel ephone the Recipient to determ ne why one

or more of the schedul ed performance dates has been m ssed.

If the Recipient is aware of the default and is undertaking
corrective actions, the Field Ofice should ask the Recipient to
docunent in witing the corrective actions it is taking to cure
the default.

In some cases, the Recipient may respond to HUD s inquiry but
report that the default still exists. For exanple, this could
occur because:

1. Corrective neasures have been agreed to by HUD and the
Reci pi ent, but have not yet begun; or
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2. Corrective neasures may have begun but have not yet been
conpl et ed.

Wil e there may be several conversations between HUD staff and the
Reci pi ent regarding these matters, HUD staff nust periodically
summari ze what has transpired in a letter to the Recipient.

By contrast, if HUD brings what appears to be a default to the
Recipient's attention and the Recipient indicates that it is not
taking steps to cure the default and fails to explain why no
corrective action is required; or fails to docunment in witing
the steps it is taking; or, if, after a reasonable period of
time, the Recipient is not able to cure the default, HUD nay
begin term nation procedures.

Notice of Project Default (Warning). Term nating a UDAG project
is a Headquarters responsibility which builds on the actions taken
and adm nistrative record built by Headquarters and the Field
Ofice. At the point where a default is cited, the Field Ofice
shoul d send Headquarters copies of its tel ephone | ogs and
correspondence with the Recipient. Sinmlarly, if Headquarters has
docunentation, it should provide this information to the Field
Ofice.

Based on the record conpiled to date, Headquarters shall take the
first step in the term nation process by issuing a Notice of
Project Default (Warning). The Notice shall state the reason(s)
for HUD s concerns about the project and cite the specific
sections of the Grant Agreenent under which the Recipient is in
default. The Notice shall also give the Recipient a specific
timeframe in which to take corrective action to cure the default
or explain to HUD why no corrective action is required.

The Notice of Project Default (warning) shall also state that the
next step in this process, should the Recipient fail to cure the
default, will be the issuance of a Notice of Proposed Term nation
for Cause by HUD. This Notice and its inport are described in
par agraph 5-2 D.

At this juncture, HUD may al so take other appropriate corrective
or renedi al actions, including an action by the Field Ofice to
suspend the Recipient's access to Gant funds, if HUD has approved
LBC s and the Recipient has the appropriate environnental and/or

hi storical clearances.
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As in the case of the Field Ofice's notification to a Recipient
of a default, the Recipient may respond to the Notice of Project
Default (Warning) by indicating that the default still exists; or
propose a corrective action with which HUD does not agree or the
Reci pient may fail to respond within a reasonable period of tine.

Headquarters shall then issue a followup letter that indicates
the response, if any, the Recipient has subnmitted to the Notice
of Project Default (Warning) along with any advice and/or
judgrments HUD has reached as to how to proceed and the tinefrane
for doing so.

It is possible that there may be several nore exchanges between
the Recipient and Headquarters in an effort to cure the default.
It is essential that these be docunented and periodic letters
sent to the Recipient.

Noti ce of Proposed Termination for Cause. |f, despite HUD s

gui dance and assi stance, and the issuance of a Notice of Project
Default (Warning), the Recipient is unable to cure the default,
Headquarters shall send the Recipient a |letter which shall serve
as a Notice of Proposed Term nation for Cause, also known as a
"35-day letter” or a "T-35." A copy of the Notice shall also go
to the Regional and Field Ofices.

This Notice shall:
1. Advise the Recipient of the default;

2. Gve the Recipient 35 days to: (a) denonstrate that the
probl em(s) has been corrected or (b) provide a witten
expl anation as to why the grant shoul d not be term nated;

3. Require the Recipient to informall Participating Parties of
this Notice; and

4. Provide an opportunity for an infornmal consultation, to neet
or discuss the situation by tel ephone, within the 35-day
response peri od.

In order to give the "reasonabl e notice and opportunity for
hearing" required by Section 111 of the Housing and Comunity
Devel opment Act of 1974, as anended, HUD shall follow the
procedures and renedi es for nonconpliance with the regul ations as
set forth in 24 CFR Part 570.913 for those Recipients located in
Mai ne, New Hanpshire, Massachusetts, Rhode |sland and Puerto Rico.
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with the Field Ofice, shall nake a deternination whether the
default has been cured and shall follow the procedures set forth
bel ow.

Results of the Notice of Proposed Term nation for Cause. As a
result of HUD s issuance of the Notice of Proposed Term nation for
Cause, one of two situations will develop: the Recipient wll
cure the default or the Recipient will fail to cure the default.

1. Default Cured. |If HUD determines that the default has been
cured, Headquarters shall advise the Recipient in witing of
such determ nation; a copy of the letter shall be sent to
the Field Ofice and the Regional Ofice. This action by HUD
voids the Notice of Proposed Ternination for Cause.

2. Default Not Cured. |If HUD determ nes that the default has not
been cured, the suspension of the Recipient's access to G ant
funds shall continue in effect and Headquarters shall initiate
a termnation of the Urban Devel opnment Action Gant. The
appropriate Field and Regional Ofice shall be apprised of all
term nati ons by Headquarters.

Procedures for Term nation: Headquarters Action. [|f HUD
Headquarters, in concert with the Field Ofice, decides to

term nate a UDAG project, Headquarters shall prepare a term nation
package consisting of the following itens:

1. A Termination Letter which shall: state the reason for the
Term nation, including a chronol ogy and/ or other context for
HUD s decision; set an effective date for the Termination;
advi se the Recipient that its authority to draw down G ant
funds under the Line of Credit is term nated on the date of
the Termination Letter, if authority to draw down G ant funds
exists; that it has no further right to or interest in any
G ant funds remaining in the Line of Credit; and require the
Recipient to notify all Participating Parties to the G ant
Agreenent of the Term nation;

2. A HUD 7082A deobligating Grant funds in the proper anount; and

3. A nenorandumto the Field Ofice informng it of the
Termination and indicating that it should forward the
7082A to RAD.

Di stribution of Term nati on Package Upon Execution. The procedure
for distribution of all ternination nmaterials shall be the sane as
that set forth in Paragraph 5-1 D.
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I. Procedure for Termination: Field Ofice Action.

1.

Projects with No Di sbursenment of UDAG Funds. The Field Ofice
shall follow the procedure set forth in Paragraph 5-1 E

Projects with Partial Disbursenent of Grant Funds. Even if
HUD takes an action to term nate the Recipient's access

to the UDAG funds remaining in the Line of Credit for a
project, the Recipient nust still account for the funds it has
drawn down. Because the particular facts in each situation
will vary, Headquarters and the Field Ofice will determ ne
subsequent steps to close out a termnated project with a
partial disbursement of UDAG funds.
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