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State satisfies any 1 of the 3 distress
factors in paragraphs (a)(2)(i) through
(iii) of this section, it is in fiscal dis-
tress and its match requirement will be
reduced by 50 percent, for the period
specified in paragraph (a)(4) of this sec-
tion.

(i) Poverty rate. The average poverty
rate in the State was equal to or great-
er than 125 percent of the average na-
tional poverty rate during the calendar
year for which the most recent data
are available, as determined according
to information from the Bureau of the
Census.

(ii) Per capita income. The average per
capita income in the State was less
than 75 percent of the average national
per capita income, during the calendar
year for which the most recent data
are available, as determined according
to information from the Bureau of the
Census.

(iii) Personal income growth. The aver-
age personal income growth rate in the
State over the most recent four quar-
ters for which the data are available
was less than 75 percent of the average
national personal income growth rate
during that period, as determined ac-
cording to information from the Bu-
reau of Economic Analysis.

(3) Period of match reduction for severe
fiscal distress. A 100% match reduction
is effective for the fiscal year in which
the severe fiscal distress determination
is made and for the following fiscal
year.

(4) Period of match reduction for fiscal
distress. A 50% match reduction is effec-
tive for the fiscal year in which the fis-
cal distress determination is made and
for the following fiscal year, except
that if a severe fiscal distress deter-
mination is published in that following
fiscal year, the participating jurisdic-
tion starts a new two-year match re-
duction period in accordance with the
provisions of paragraph (a)(3) of this
section.

(b) Reduction of match for participating
jurisdictions in disaster areas. If a par-
ticipating jurisdiction is located in an
area in which a declaration of major
disaster pursuant to the Robert T.
Stafford Disaster Relief and Emer-
gency Assistance Act is made, it may
request a reduction of its matching re-
quirement. For a local participating

jurisdiction, the HUD Field office may
reduce the matching requirement spec-
ified in § 92.218 by up to 100 percent for
the fiscal year in which the declaration
of major disaster is made and the fol-
lowing fiscal year. For a State partici-
pating jurisdiction, the HUD Field of-
fice may reduce the matching require-
ment specified in § 92.218, by up to 100
percent for the fiscal year in which the
declaration of major disaster is made
and the following fiscal year with re-
spect to any HOME funds expended in
an area to which the declaration of a
major disaster applies. At its discre-
tion and upon request of the partici-
pating jurisdiction, the HUD Field Of-
fice may extend the reduction for an
additional year.

Subpart F—Project Requirements

§ 92.250 Maximum per-unit subsidy
amount and subsidy layering.

(a) Maximum per-unit subsidy amount.
The amount of HOME funds that a par-
ticipating jurisdiction may invest on a
per-unit basis in affordable housing
may not exceed the per-unit dollar lim-
its established under section
221(d)(3)(ii) of the National Housing Act
(12 U.S.C. 17151(d)(3)(ii)) for elevator-
type projects that apply to the area in
which the housing is located. These
limits are available from the Multi-
family Division in the HUD Field Of-
fice. If the participating jurisdiction’s
per-unit subsidy amount has already
been increased to 210% as permitted
under section 221(d)(3)(ii) of the Na-
tional Housing Act, upon request of the
Field Office, HUD will allow the per-
unit subsidy amount to be increased on
a program-wide basis to an amount, up
to 240% of the original per unit limits.

(b) Subsidy layering. Before commit-
ting funds to a project, the partici-
pating jurisdiction must evaluate the
project in accordance with guidelines
that it has adopted for this purpose and
will not invest any more HOME funds,
in combination with other govern-
mental assistance, than is necessary to
provide affordable housing.

[61 FR 48750, Sept. 16, 1997, as amended at 62
FR 28929, May 28, 1997]
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§ 92.251 Property standards.
(a) (1) Housing that is constructed or

rehabilitated with HOME funds must
meet all applicable local codes, reha-
bilitation standards, ordinances, and
zoning ordinances at the time of
project completion, except as provided
in paragraph (b) of this section. The
participating jurisdiction must have
written standards for rehabilitation
that ensure that HOME-assisted hous-
ing is decent, safe, and sanitary. In the
absence of a local code for new con-
struction or rehabilitation, HOME-as-
sisted new construction or rehabilita-
tion must meet, as applicable, one of
three model codes: Uniform Building
Code (ICBO), National Building Code
(BOCA), Standard (Southern) Building
Code (SBCCI); or the Council of Amer-
ican Building Officials (CABO) one or
two family code; or the Minimum Prop-
erty Standards (MPS) in 24 CFR 200.925
or 200.926. To avoid duplicative inspec-
tions when FHA financing is involved
in a HOME-assisted property, a partici-
pating jurisdiction may rely on a Min-
imum Property Standards (MPS) in-
spection performed by a qualified per-
son. Newly constructed housing must
meet the current edition of the Model
Energy Code published by the Council
of American Building Officials.

(2) All other HOME-assisted housing
(e.g., acquisition) must meet all appli-
cable State and local housing quality
standards and code requirements and if
there are no such standards or code re-
quirements, the housing must meet the
housing quality standards in 24 CFR
982.401.

(3) The housing must meet the acces-
sibility requirements at 24 CFR part 8,
which implements Section 504 of the
Rehabilitation Act of 1973 (29 U.S.C.
794) and covered multifamily dwellings,
as defined at 24 CFR 100.201, must also
meet the design and construction re-
quirements at 24 CFR 100.205, which
implement the Fair Housing Act (42
U.S.C. 3601–3619).

(4) Construction of all manufactured
housing must meet the Manufactured
Home Construction and Safety Stand-
ards established in 24 CFR part 3280.
These standards pre-empt State and
local codes covering the same aspects
of performance for such housing. Par-
ticipating jurisdictions providing

HOME assistance to install manufac-
tured housing units must comply with
applicable State and local laws or
codes. In the absence of such laws or
codes, the participating jurisdiction
must comply with the manufacturer’s
written instructions for installation of
manufactured housing units. Manufac-
tured housing that is rehabilitated
using HOME funds must meet the re-
quirements set out in paragraph (a)(1)
of this section.

(b) The following requirements apply
to housing for homeownership that is
to be rehabilitated after transfer of the
ownership interest:

(1) Before the transfer of the home-
ownership interest, the participating
jurisdiction must:

(i) Inspect the housing for any de-
fects that pose a danger to health; and

(ii) Notify the prospective purchaser
of the work needed to cure the defects
and the time by which defects must be
cured and applicable property stand-
ards met.

(2) The housing must be free from all
noted health and safety defects before
occupancy and not later than 6 months
after the transfer.

(3) The housing must meet the prop-
erty standards in paragraph (a)(1) of
this section not later than 2 years after
transfer of the ownership interest.

(c) An owner of rental housing as-
sisted with HOME funds must maintain
the housing in compliance with all ap-
plicable State and local housing qual-
ity standards and code requirements
and if there are no such standards or
code requirements, the housing must
meet the housing quality standards in
24 CFR 982.401.

(d) All housing occupied by tenants
receiving HOME tenant-based rental
assistance must meet the housing qual-
ity standards in 24 CFR 982.401.

[61 FR 48750, Sept. 16, 1996, as amended at 62
FR 28929, May 28, 1997]

§ 92.252 Qualification as affordable
housing: Rental housing.

The HOME-assisted units in a rental
housing project must be occupied only
by households that are eligible as low-
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income families and must meet the fol-
lowing requirements to qualify as af-
fordable housing. The affordability re-
quirements also apply to the HOME-as-
sisted non-owner-occupied units in sin-
gle-family housing purchased with
HOME funds in accordance with
§ 92.254.

(a) Rent limitation. HUD provides the
following maximum HOME rent limits.
The maximum HOME rents are the
lesser of:

(1) The fair market rent for existing
housing for comparable units in the
area as established by HUD under 24
CFR 888.111; or

(2) A rent that does not exceed 30 per-
cent of the adjusted income of a family
whose annual income equals 65 percent
of the median income for the area, as
determined by HUD, with adjustments
for number of bedrooms in the unit.
The HOME rent limits provided by
HUD will include average occupancy
per unit and adjusted income assump-
tions.

(b) Additional Rent limitations. In rent-
al projects with five or more HOME-as-
sisted rental units, twenty (20) percent
of the HOME-assisted units must be oc-
cupied by very low-income families and
meet one of following rent require-
ments:

(1) The rent does not exceed 30 per-
cent of the annual income of a family
whose income equals 50 percent of the
median income for the area, as deter-
mined by HUD, with adjustments for
smaller and larger families. HUD pro-
vides the HOME rent limits which in-
clude average occupancy per unit and
adjusted income assumptions. How-
ever, if the rent determined under this
paragraph is higher than the applicable
rent under paragraph (a) of this sec-
tion, then the maximum rent for units
under this paragraph is that calculated
under paragraph (a) of this section.

(2) The rent does not exceed 30 per-
cent of the family’s adjusted income. If
the unit receives Federal or State
project-based rental subsidy and the
very low-income family pays as a con-
tribution toward rent not more than 30
percent of the family’s adjusted in-
come, then the maximum rent (i.e.,
tenant contribution plus project-based
rental subsidy) is the rent allowable

under the Federal or State project-
based rental subsidy program.

(c) Initial rent schedule and utility al-
lowances. The participating jurisdiction
must establish maximum monthly al-
lowances for utilities and services (ex-
cluding telephone). The participating
jurisdiction must review and approve
rents proposed by the owner for units
subject to the maximum rent limita-
tions in paragraphs (a) or (b) of this
section. For all units subject to the
maximum rent limitations in para-
graphs (a) or (b) of this section for
which the tenant is paying utilities
and services, the participating jurisdic-
tion must ensure that the rents do not
exceed the maximum rent minus the
monthly allowances for utilities and
services.

(d) Nondiscrimination against rental as-
sistance subsidy holders. The owner can-
not refuse to lease HOME-assisted
units to a certificate or voucher holder
under 24 CFR part 982—Section 8 Ten-
ant-Based Assistance: Unified Rule for
Tenant-Based Assistance under the
Section 8 Rental Certificate Program
and the Section 8 Rental Voucher Pro-
gram or to the holder of a comparable
document evidencing participation in a
HOME tenant-based rental assistance
program because of the status of the
prospective tenant as a holder of such
certificate, voucher, or comparable
HOME tenant-based assistance docu-
ment.

(e) Periods of Affordability. The
HOME-assisted units must meet the af-
fordability requirements for not less
than the applicable period specified in
the following table, beginning after
project completion. The affordability
requirements apply without regard to
the term of any loan or mortgage or
the transfer of ownership. They must
be imposed by deed restrictions, cov-
enants running with the land, or other
mechanisms approved by HUD, except
that the affordability restrictions may
terminate upon foreclosure or transfer
in lieu of foreclosure. The participating
jurisdiction may use purchase options,
rights of first refusal or other preemp-
tive rights to purchase the housing be-
fore foreclosure or deed in lieu of fore-
closure to preserve affordability. The
affordability restrictions shall be re-
vived according to the original terms
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if, during the original affordability pe-
riod, the owner of record before the
foreclosure, or deed in lieu of fore-
closure, or any entity that includes the
former owner or those with whom the
former owner has or had family or
business ties, obtains an ownership in-
terest in the project or property.

Rental housing activity

Min-
imum
period
of af-
ford-
ability

in
years

Rehabilitation or acquisition of existing housing per
unit amount of HOME funds: Under $15,000 ........ 5

$15,000 to $40,000 ................................................... 10
Over $40,000 or rehabilitation involving refinancing 15
New construction or acquisition of newly con-

structed housing ..................................................... 20

(f) Subsequent rents during the afford-
ability period. (1) The maximum HOME
rent limits are recalculated on a peri-
odic basis after HUD determines fair
market rents and median incomes.
HUD then provides the new maximum
HOME rent limits to participating ju-
risdictions. Regardless of changes in
fair market rents and in median in-
come over time, the HOME rents for a
project are not required to be lower
than the HOME rent limits for the
project in effect at the time of project
commitment.

(2) The participating jurisdiction
must provide project owners with in-
formation on updated HOME rent lim-
its so that rents may be adjusted (not
to exceed the maximum HOME rent
limits in paragraph (f)(1) of this sec-
tion) in accordance with the written
agreement between the participating
jurisdiction and the owner. Owners
must annually provide the partici-
pating jurisdiction with information on
rents and occupancy of HOME-assisted
units to demonstrate compliance with
this section.

(3) Any increase in rents for HOME-
assisted units is subject to the provi-
sions of outstanding leases, and in any
event, the owner must provide tenants
of those units not less than 30 days
prior written notice before imple-
menting any increase in rents.

(g) Adjustment of HOME rent limits for
a particular project. (1) Changes in fair
market rents and in median income
over time should be sufficient to main-

tain the financial viability of a project
within the HOME rent limits in this
section.

(2) HUD may adjust the HOME rent
limits for a project, only if HUD finds
that an adjustment is necessary to sup-
port the continued financial viability
of the project and only by an amount
that HUD determines is necessary to
maintain continued financial viability
of the project. HUD expects that this
authority will be used sparingly.

(h) Tenant income. The income of each
tenant must be determined initially in
accordance with § 92.203(a)(1)(i). In ad-
dition, each year during the period of
affordability the project owner must
re-examine each tenant’s annual in-
come in accordance with one of the op-
tions in § 92.203 selected by the partici-
pating jurisdiction. An owner of a mul-
tifamily project with an affordability
period of 10 years or more who re-ex-
amines tenant’s annual income
through a statement and certification
in accordance with § 92.203(a)(1)(ii),
must examine the income of each ten-
ant, in accordance with § 92.203(a)(1)(i),
every sixth year of the affordability pe-
riod. Otherwise, an owner who accepts
the tenant’s statement and certifi-
cation in accordance with
§ 92.203(a)(1)(ii) is not required to exam-
ine the income of tenants in multi-
family or single-family projects unless
there is evidence that the tenant’s
written statement failed to completely
and accurately state information about
the family’s size or income.

(i) Over-income tenants. (1) HOME-as-
sisted units continue to qualify as af-
fordable housing despite a temporary
noncompliance caused by increases in
the incomes of existing tenants if ac-
tions satisfactory to HUD are being
taken to ensure that all vacancies are
filled in accordance with this section
until the noncompliance is corrected.

(2) Tenants who no longer qualify as
low-income families must pay as rent
the lesser of the amount payable by the
tenant under State or local law or 30
percent of the family’s adjusted in-
come, except that tenants of HOME-as-
sisted units that have been allocated
low-income housing tax credits by a
housing credit agency pursuant to sec-
tion 42 of the Internal Revenue Code of
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1986 (26 U.S.C. 42) must pay rent gov-
erned by section 42. In addition, in
projects in which the Home units are
designated as floating pursuant to
paragraph (j) of this section, tenants
who no longer qualify as low-income
are not required to pay as rent an
amount that exceeds the market rent
for comparable, unassisted units in the
neighborhood.

(j) Fixed and floating HOME units. In
a project containing HOME-assisted
and other units, the participating ju-
risdiction may designate fixed or float-
ing HOME units. This designation must
be made at the time of project commit-
ment. Fixed units remain the same
throughout the period of affordability.
Floating units are changed to maintain
conformity with the requirements of
this section during the period of afford-
ability so that the total number of
housing units meeting the require-
ments of this section remains the
same, and each substituted unit is
comparable in terms of size, features,
and number of bedrooms to the origi-
nally designated HOME-assisted unit.

[61 FR 48750, Sept. 16, 1996, as amended at 62
FR 28929, May 28, 1997; 62 FR 44840, Aug. 22,
1997]

§ 92.253 Tenant and participant pro-
tections.

(a) Lease. The lease between a tenant
and an owner of rental housing assisted
with HOME funds must be for not less
than one year, unless by mutual agree-
ment between the tenant and the
owner.

(b) Prohibited lease terms. The lease
may not contain any of the following
provisions:

(1) Agreement to be sued. Agreement
by the tenant to be sued, to admit
guilt, or to a judgment in favor of the
owner in a lawsuit brought in connec-
tion with the lease;

(2) Treatment of property. Agreement
by the tenant that the owner may
take, hold, or sell personal property of
household members without notice to
the tenant and a court decision on the
rights of the parties. This prohibition,
however, does not apply to an agree-
ment by the tenant concerning disposi-
tion of personal property remaining in
the housing unit after the tenant has
moved out of the unit. The owner may

dispose of this personal property in ac-
cordance with State law;

(3) Excusing owner from responsibility.
Agreement by the tenant not to hold
the owner or the owner’s agents legally
responsible for any action or failure to
act, whether intentional or negligent;

(4) Waiver of notice. Agreement of the
tenant that the owner may institute a
lawsuit without notice to the tenant;

(5) Waiver of legal proceedings. Agree-
ment by the tenant that the owner
may evict the tenant or household
members without instituting a civil
court proceeding in which the tenant
has the opportunity to present a de-
fense, or before a court decision on the
rights of the parties;

(6) Waiver of a jury trial. Agreement
by the tenant to waive any right to a
trial by jury;

(7) Waiver of right to appeal court deci-
sion. Agreement by the tenant to waive
the tenant’s right to appeal, or to oth-
erwise challenge in court, a court deci-
sion in connection with the lease; and

(8) Tenant chargeable with cost of legal
actions regardless of outcome. Agreement
by the tenant to pay attorney’s fees or
other legal costs even if the tenant
wins in a court proceeding by the
owner against the tenant. The tenant,
however, may be obligated to pay costs
if the tenant loses.

(c) Termination of tenancy. An owner
may not terminate the tenancy or
refuse to renew the lease of a tenant of
rental housing assisted with HOME
funds except for serious or repeated
violation of the terms and conditions
of the lease; for violation of applicable
Federal, State, or local law; for com-
pletion of the tenancy period for tran-
sitional housing; or for other good
cause. To terminate or refuse to renew
tenancy, the owner must serve written
notice upon the tenant specifying the
grounds for the action at least 30 days
before the termination of tenancy.

(d) Tenant selection. An owner of rent-
al housing assisted with HOME funds
must adopt written tenant selection
policies and criteria that:

(1) Are consistent with the purpose of
providing housing for very low-income
and low-income families;

(2) Are reasonably related to program
eligibility and the applicants’ ability
to perform the obligations of the lease;
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(3) Give reasonable consideration to
the housing needs of families that
would have a Federal preference under
section 6(c)(4)(A) of the 1937 Act (see
§ 92.209(c)(2)) ;

(4) Provide for the selection of ten-
ants from a written waiting list in the
chronological order of their applica-
tion, insofar as is practicable; and

(5) Give prompt written notification
to any rejected applicant of the
grounds for any rejection.

§ 92.254 Qualification as affordable
housing: Homeownership.

(a) Acquisition with or without rehabili-
tation. Housing that is for acquisition
by a family must meet the afford-
ability requirements of this paragraph
(a).

(1) The housing must be single-family
housing (1- to 4-family residence, con-
dominium unit, cooperative unit, com-
bination manufactured home and lot,
or manufactured home lot) .

(2) The housing must be modest hous-
ing as follows:

(i) In the case of acquisition of newly
constructed housing or standard hous-
ing, the housing has a purchase price
for the type of single family housing
that does not exceed 95 percent of the
median purchase price for the area, as
described in paragraph (a)(2)(iii) of this
section.

(ii) In the case of acquisition with re-
habilitation, the housing has an esti-
mated value after rehabilitation that
does not exceed 95 percent of the me-
dian purchase price for the area, de-
scribed in paragraph (a)(2)(iii) of this
section.

(iii) If a participating jurisdiction in-
tends to use HOME funds for home-
buyer assistance or for rehabilitation
of owner-occupied single-family prop-
erties, the participating jurisdiction
may use the Single Family Mortgage
Limits under Section 203(b) of the Na-
tional Housing Act (12 U.S.C. 1709(b))
(which may be obtained from the HUD
Field Office) or it may determine 95
percent of the median area purchase
price for single family housing in the
jurisdiction, as follows. The partici-
pating jurisdiction must set forth the
price for different types of single fam-

ily housing (1- to 4-unit family resi-
dence, condominium unit, cooperative
unit, combination of manufactured
housing and lot or manufactured hous-
ing lot) for the jurisdiction. The 95 per-
cent of median area purchase price
must be established in accordance with
a market analysis which ensured that a
sufficient number of recent housing
sales are included in the survey. Sales
must cover the requisite number of
months based on volume: For 500 or
more sales per month, a one-month re-
porting period; for 250 through 499 sales
per month, a two-month reporting pe-
riod; for less than 250 sales per month,
at least a three-month reporting pe-
riod. The data must be listed in ascend-
ing order of sales price. The address of
the listed properties must include the
location within the participating juris-
diction. Lot, square and subdivision
data may be substituted for the street
address. The housing sales data must
reflect all, or nearly all, of the one-
family house sales in the entire par-
ticipating jurisdiction. To determine
the median, take the middle sale on
the list if an odd number of sales and if
an even number, take the higher of the
middle numbers and consider it the me-
dian. After identifying the median
sales price, the amount should be mul-
tiplied by .95 to determine the 95 per-
cent of the median area purchase price.
This information must be submitted to
the HUD Field Office for review.

(3) The housing must be acquired by
a homebuyer whose family qualifies as
a low-income family and the housing
must be the principal residence of the
family throughout the period described
in paragraph (a)(4) of this section.

(4) Periods of affordability. The HOME-
assisted housing must meet the afford-
ability requirements for not less than
the applicable period specified in the
following table, beginning after project
completion. The per unit amount of
HOME funds and the affordability pe-
riod that they trigger are described
more fully in paragraphs (a)(5)(i) (re-
sale) and (ii) (recapture) of this sec-
tion.
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Homeownership assistance HOME amount per-unit

Min-
imum
period
of af-
ford-
ability

in
years

Under $15,000 ........................................................... 5
$15,000 to $40,000 ................................................... 10
Over $40,000 ............................................................. 15

(5) Resale and recapture. To ensure af-
fordability, the participating jurisdic-
tion must impose either resale or re-
capture requirements, at its option.
The participating jurisdiction must es-
tablish the resale or recapture require-
ments that comply with the standards
of this section and set forth the re-
quirements in its consolidated plan.
HUD must determine that they are ap-
propriate.

(i) Resale. Resale requirements must
ensure, if the housing does not con-
tinue to be the principal residence of
the family for the duration of the pe-
riod of affordability, that the housing
is made available for subsequent pur-
chase only to a buyer whose family
qualifies as a low-income family and
will use the property as its principal
residence. The resale requirement must
also ensure that the price at resale pro-
vides the original HOME-assisted
owner a fair return on investment (in-
cluding the homeowner’s investment
and any capital improvement) and en-
sure that the housing will remain af-
fordable to a reasonable range of low-
income homebuyers. The period of af-
fordability is based on the total
amount of HOME funds invested in the
housing.

(A) Except as provided in paragraph
(a)(5)(i)(B) of this section, deed restric-
tions, covenants running with the land,
or other similar mechanisms must be
used as the mechanism to impose the
resale requirements. The affordability
restrictions may terminate upon occur-
rence of any of the following termi-
nation events: foreclosure, transfer in
lieu of foreclosure or assignment of an
FHA insured mortgage to HUD. The
participating jurisdiction may use pur-
chase options, rights of first refusal or
other preemptive rights to purchase
the housing before foreclosure to pre-
serve affordability. The affordability
restrictions shall be revived according

to the original terms if, during the
original affordability period, the owner
of record before the termination event,
obtains an ownership interest in the
housing.

(B) Certain housing may be presumed
to meet the resale restrictions (i.e., the
housing will be available and afford-
able to a reasonable range of low-in-
come homebuyers; a low-income home-
buyer will occupy the housing as the
family’s principal residence; and the
original owner will be afforded a fair
return on investment) during the pe-
riod of affordability without the impo-
sition of enforcement mechanisms by
the participating jurisdiction. The pre-
sumption must be based upon a market
analysis of the neighborhood in which
the housing is located. The market
analysis must include an evaluation of
the location and characteristics of the
housing and residents in the neighbor-
hood (e.g., sale prices, age and amen-
ities of the housing stock, incomes of
residents, percentage of owner-occu-
pants) in relation to housing and in-
comes in the housing market area. An
analysis of the current and projected
incomes of neighborhood residents for
an average period of affordability for
homebuyers in the neighborhood must
support the conclusion that a reason-
able range of low-income families will
continue to qualify for mortgage fi-
nancing. For example, an analysis
shows that the housing is modestly
priced within the housing market area
and that families with incomes of 65%
to 80% of area median can afford
monthly payments under average FHA
terms without other government as-
sistance and housing will remain af-
fordable at least during the next five to
seven years compared to other housing
in the market area; the size and amen-
ities of the housing are modest and
substantial rehabilitation will not sig-
nificantly increase the market value;
the neighborhood has housing that is
not currently owned by the occupants,
but the participating jurisdiction is en-
couraging homeownership in the neigh-
borhood by providing homeownership
assistance and by making improve-
ments to the streets, sidewalks, and
other public facilities and services. If a
participating jurisdiction in preparing
a neighborhood revitalization strategy
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under § 91.215(e)(2) of its consolidated
plan or Empowerment Zone or Enter-
prise Community application under 24
CFR part 597 has incorporated the type
of market data described above, that
submission may serve as the required
analysis under this section. If the par-
ticipating jurisdiction continues to
provide homeownership assistance for
housing in the neighborhood, it must
periodically update the market anal-
ysis to verify the original presumption
of continued affordability.

(ii) Recapture. Recapture provisions
must ensure that the participating ju-
risdiction recoups all or a portion of
the HOME assistance to the home-
buyers, if the housing does not con-
tinue to be the principal residence of
the family for the duration of the pe-
riod of affordability. The participating
jurisdiction may structure its recap-
ture provisions based on its program
design and market conditions. The pe-
riod of affordability is based upon the
total amount of HOME funds subject to
recapture described in paragraph
(a)(5)(ii)(A)(5) of this section.

(A) The following options for recap-
ture requirements are acceptable to
HUD. The participating jurisdiction
may adopt, modify or develop its own

recapture requirements for HUD ap-
proval.

(1) Recapture entire amount. The par-
ticipating jurisdiction may recapture
the entire amount of the HOME invest-
ment from the homeowner.

(2) Reduction during affordability pe-
riod. The participating jurisdiction
may reduce the HOME investment
amount to be recaptured on a prorata
basis for the time the homeowner has
owned and occupied the housing meas-
ured against the required affordability
period.

(3) Shared net proceeds. If the net pro-
ceeds are not sufficient to recapture
the full HOME investment (or a re-
duced amount as provided for in para-
graph (a)(5)(ii)(A)(2) of this section)
plus enable the homeowner to recover
the amount of the homeowner’s down-
payment and any capital improvement
investment made by the owner since
purchase, the participating jurisdiction
may share the net proceeds. The net
proceeds are the sales price minus loan
repayment (other than HOME funds)
and closing costs. The net proceeds
may be divided proportionally as set
forth in the following mathematical
formulas:

HOME investment

HOME investment eowner investment
Net proceeds HOMEamount to be recaptured

homeowner investment

HOME investment eowner investment
Net proceeds amount to eowner

+
× =

+
× =

hom

hom
hom

(4) Owner investment returned first.
The participating jurisdiction may per-
mit the homebuyer to recover the
homebuyer’s entire investment (down-
payment and capital improvements
made by the owner since purchase) be-
fore recapturing the HOME invest-
ment.

(5) Amount subject to recapture. The
HOME investment that is subject to re-
capture is based on the amount of
HOME assistance that enabled the
homebuyer to buy the dwelling unit.
This includes any HOME assistance
that reduced the purchase price from
fair market value to an affordable
price, but excludes the amount between

the cost of producing the unit and the
market value of the property (i.e., the
development subsidy). The recaptured
funds must be used to carry out HOME-
eligible activities in accordance with
the requirements of this part. If the
HOME assistance is only used for the
development subsidy and therefore not
subject to recapture, the resale option
must be used.

(6) Special considerations for single-
family properties with more than one
unit. If the HOME funds are only used
to assist a low-income homebuyer to
acquire one unit in single-family hous-
ing containing more than one unit and
the assisted unit will be the principal
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residence of the homebuyer, the afford-
ability requirements of this section
apply only to the assisted unit. If
HOME funds are also used to assist the
low-income homebuyer to acquire one
or more of the rental units in the sin-
gle-family housing, the affordability
requirements of § 92.252 apply to as-
sisted rental units, except that the par-
ticipating jurisdiction may impose re-
sale or recapture restrictions on all as-
sisted units (owner-occupied and rental
units) in the single family housing. If
resale restrictions are used, the afford-
ability requirements on all assisted
units continue for the period of afford-
ability. If recapture restrictions are
used, the affordability requirements on
the assisted rental units may be termi-
nated, at the discretion of the partici-
pating jurisdiction, upon recapture of
the HOME investment. (If HOME funds
are used to assist only the rental units
in such a property then the require-
ments of § 92.252 would apply and the
owner-occupied unit would not be sub-
ject to the income targeting or afford-
ability provisions of § 92.254.)

(7) Lease-purchase. HOME funds may
be used to assist homebuyers through
lease-purchase programs. The housing
must be purchased by a homebuyer
within 36 months of signing the lease-
purchase agreement. The homebuyer
must qualify as a low-income family at
the time the lease-purchase agreement
is signed and at the time the housing is
transferred if more than six months
have elapsed since the participating ju-
risdiction determined that the family
was income eligible. If HOME funds are
used to acquire housing that will be re-
sold to a homebuyer through a lease-
purchase program, the HOME afford-
ability requirements for rental housing
in § 92.252 shall apply if the housing is
not transferred to a homebuyer within
forty-two months after project comple-
tion.

(b) Rehabilitation not involving acquisi-
tion. Housing that is currently owned
by a family qualifies as affordable
housing only if:

(1) The estimated value of the prop-
erty, after rehabilitation, does not ex-
ceed 95 percent of the median purchase
price for the area, described in para-
graph (a)(2)(iii) of this section; and

(2) The housing is the principal resi-
dence of an owner whose family quali-
fies as a low-income family at the time
HOME funds are committed to the
housing.

(c) Ownership interest. The ownership
in the housing assisted under this sec-
tion must meet the definition of
‘‘homeownership’’ in § 92.2.

(d) New construction without acquisi-
tion. Newly constructed housing that is
built on property currently owned by a
family which will occupy the housing
upon completion, qualifies as afford-
able housing if it meets the require-
ments under paragraph (a) of this sec-
tion.

§ 92.255 Converting rental units to
homeownership units for existing
tenants.

The participating jurisdiction may
permit the owner of HOME-assisted
rental units to convert the rental units
to homeownership units by selling, do-
nating, or otherwise conveying the
units to the existing tenants to enable
the tenants to become homeowners in
accordance with the requirements of
§ 92.254. If no additional HOME funds
are used to enable the tenants to be-
come homeowners, the homeownership
units are subject to a minimum period
of affordability equal to the remaining
affordable period if the units continued
as rental units. If additional HOME
funds are used to directly assist the
tenants to become homeowners, the
minimum period of affordability is the
affordability period under § 92.254(a)(4),
based on the amount of direct home-
ownership assistance provided.

§ 92.256 [Reserved]

§ 92.257 Religious organizations.
HOME funds may not be provided to

primarily religious organizations, such
as churches, for any activity including
secular activities. In addition, HOME
funds may not be used to rehabilitate
or construct housing owned by pri-
marily religious organizations or to as-
sist primarily religious organizations
in acquiring housing. However, HOME
funds may be used by a secular entity
to acquire housing from a primarily re-
ligious organization, and a primarily
religious entity may transfer title to
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its property to a wholly secular entity
and the entity may participate in the
HOME program in accordance with the
requirements of this part. The entity
may be an existing or newly estab-
lished entity, which may be an entity
established by the religious organiza-
tion. The completed housing project
must be used exclusively by the owner
entity for secular purposes, available
to all persons regardless of religion. In
particular, there must be no religious
or membership criteria for tenants of
the property.

§ 92.258 Elder cottage housing oppor-
tunity (ECHO) units.

(a) General. HOME funds may be used
for the initial purchase and initial
placement costs of elder cottage hous-
ing opportunity (ECHO) units that
meet the requirements of this section,
and that are small, free-standing, bar-
rier-free, energy-efficient, removable,
and designed to be installed adjacent to
existing single-family dwellings.

(b) Eligible owners. The owner of a
HOME-assisted ECHO unit may be:

(1) The owner-occupant of the single-
family host property on which the
ECHO unit will be located;

(2) A participating jurisdiction; or
(3) A non-profit organization.
(c) Eligible tenants. During the afford-

ability period, the tenant of a HOME-
assisted ECHO unit must be an elderly
or disabled family as defined in 24 CFR
5.403 and must also be a low-income
family.

(d) Applicable requirements. The re-
quirements of § 92.252 apply to HOME-
assisted ECHO units, with the fol-
lowing modifications:

(1) Only one ECHO unit may be pro-
vided per host property.

(2) The ECHO unit owner may choose
whether or not to charge the tenant of
the ECHO unit rent, but if a rent is
charged, it must meet the require-
ments of § 92.252.

(3) The ECHO housing must remain
affordable for the period specified in
§ 92.252(e). If within the affordability
period the original occupant no longer
occupies the unit, the ECHO unit
owner must:

(i) Rent the unit to another eligible
occupant on site;

(ii) Move the ECHO unit to another
site for occupancy by an eligible occu-
pant; or

(iii) If the owner of the ECHO unit is
the host property owner-occupant, the
owner may repay the HOME funds in
accordance with the recapture provi-
sions imposed by the participating ju-
risdiction consistent with
§ 92.254(a)(5)(ii). The participating juris-
diction must use the recaptured HOME
funds for additional HOME activities.

(4) The participating jurisdiction has
the responsibility to enforce the
project requirements applicable to
ECHO units.

Subpart G—Community Housing
Development Organizations

§ 92.300 Set-aside for community hous-
ing development organizations
(CHDOs).

(a)(1) Within 24 months after HUD
notifies the participating jurisdiction
of HUD’s execution of the HOME In-
vestment Partnerships Agreement, the
participating jurisdiction must reserve
not less than 15 percent of the HOME
allocation for investment only in hous-
ing to be developed, sponsored, or
owned by community housing develop-
ment organizations. For a State, the
HOME allocation includes funds reallo-
cated under § 92.451(c)(2)(i) and, for a
unit of general local government, funds
transferred from a State under
§ 92.102(b). The funds are reserved when
a participating jurisdiction enters into
a written agreement with the commu-
nity housing development organiza-
tion. The funds must be provided to a
community housing development orga-
nization, its subsidiary, or a partner-
ship of which it or its subsidiary is the
managing general partner. If a CHDO
owns the project in partnership, it or
its wholly owned for-profit or non-prof-
it subsidiary must be the managing
general partner. In acting in any of the
capacities specified, the community
housing development organization
must have effective project control. In
addition, a community housing devel-
opment organization, in connection
with housing it develops, sponsors or
owns with HOME funds provided under
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