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(x) Homeownership activities, includ-
ing programs under section 32 of the
1937 Act (42 U.S.C. 1437z–4).

(2) Such assistance may involve the
drawdown of funds on a schedule com-
mensurate with construction draws for
deposit into an interest earning escrow
account to serve as collateral or credit
enhancement for bonds issued by a pub-
lic agency for the construction or reha-
bilitation of the development.

PART 906—SECTION 5(h)
HOMEOWNERSHIP PROGRAM
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§ 906.1 Purpose.
This part codifies the provisions of

the Section 5(h) Homeownership Pro-
gram for public housing, as authorized
by sections 5(h) and 6(c)(4)(D) of the
United States Housing Act of 1937 (Act)
and administered by the Department of
Housing and Urban Development
(HUD).

§ 906.2 Applicability.
(a) General applicability. This part ap-

plies to public housing owned by public
housing agencies (PHAs) (excluding In-

dian Housing Authorities (IHAs)) sub-
ject to Annual Contributions Contracts
(ACCs) under the Act. In reference to
housing properties, ‘‘development’’
means the same as ‘‘project’’ (as de-
fined in the Act). Except where other-
wise indicated by the context, ‘‘resi-
dent’’ means the same as ‘‘tenant’’, as
the latter term is used in the Act, in-
cluding Turnkey III homebuyers, if ap-
plicable, as well as rental tenants of
public housing and Section 8 residents,
and references to sale, purchase, con-
veyance and ownership include the
types of interests and transactions
that are incident to cooperative owner-
ship.

(b) Nonretroactivity. In the case of a
Section 5(h) homeownership plan that
was approved by HUD prior to the ef-
fective date of the interim rule under
this part (October 21, 1991), no modi-
fications or additional requirements
will be imposed under the provisions of
the interim or final rule, except for
reasonable administrative procedures
prescribed by HUD. Similarly, in the
case of a plan that was approved under
the interim rule, before the effective
date of the final rule (December 12,
1994), no modifications or additional re-
quirements will be imposed under the
provisions of the final rule, except for
such reasonable administrative proce-
dures.

§ 906.3 General authority for sale.
A PHA may sell all or a portion of a

public housing development to eligible
residents, as defined under § 906.8, for
purposes of homeownership, according
to a homeownership plan approved by
HUD under this part. If the develop-
ment is subject to indebtedness under
the ACC, HUD will continue to make
any debt service contributions for
which it is obligated under the ACC,
and the property sold will not be sub-
ject to the encumbrance of that indebt-
edness. (In the case of a development
with financing restrictions (such as a
bond-financed development), however,
sale is subject to the terms and condi-
tions of the applicable restrictions.)
Upon sale in accordance with the HUD-
approved homeownership plan, HUD
will execute a release of the title re-
strictions prescribed by the ACC. Be-
cause the property will no longer be
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subject to the ACC after sale, it will
cease to be eligible for further HUD
funding for public housing operating
subsidies or modernization under the
Act upon conveyance of title by the
PHA. (That does not preclude any
other types of post-sale subsidies that
may be available, under other Federal,
State, or local programs, such as the
possibility of available assistance
under Section 8 of the Act, in connec-
tion with a plan for cooperative home-
ownership, if authorized by the Section
8 regulations.)

§ 906.4 Fundamental criteria for HUD
approval.

HUD will approve a PHA’s home-
ownership plan if it meets all three of
the following criteria:

(a) Workability. The plan must be
practically workable, with sound po-
tential for long-term success. Finan-
cial viability, including the capability
of purchasers to meet the financial ob-
ligations of homeownership, is a crit-
ical requirement.

(b) Legality. The plan must be con-
sistent with law, including the require-
ments of this part and any other appli-
cable Federal, State, and local statutes
and regulations, and existing con-
tracts. Subject to the other two cri-
teria stated in this section, any provi-
sion that is not contrary to those legal
requirements may be included in the
plan, at the discretion of the PHA,
whether or not expressly authorized in
this part.

(c) Documentation. The plan must be
clear and complete enough to serve as
a working document for implementa-
tion, as well as a basis for HUD review.

§ 906.5 Resident consultation and in-
volvement.

(a) Resident input. In developing a
proposed homeownership plan, and in
carrying out the plan after HUD ap-
proval, the PHA shall consult with
residents of the development involved,
and with any resident organization
that represents them, as necessary and
appropriate to provide them with infor-
mation and a reasonable opportunity
to make their views and recommenda-
tions known to the PHA. If the plan
contemplates sale of units in an en-
tirely vacant development, the PHA

shall consult with the PHA-wide resi-
dent organization, if any. While the
Act gives the PHA sole legal authority
for final decisions, as to whether or not
to submit a proposed homeownership
plan and the content of such a pro-
posal, the PHA shall give residents and
their resident organizations full oppor-
tunity for input in the homeownership
planning process, and full consider-
ation of their concerns and opinions.

(b) Resident initiatives. Where indi-
vidual residents, a Resident Manage-
ment Corporation (RMC), or another
form of resident organization may wish
to initiate discussion of a possible
homeownership plan, the PHA shall ne-
gotiate with them in good faith. Joint
development and submission of the
plan by the PHA and RMC, or other
resident organization, is encouraged. In
addition, participation of an RMC or
other resident organization in the im-
plementation of the plan is encouraged.

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.6 Property that may be sold.

(a) Types of property. Subject to the
workability criterion of § 906.4(a) (in-
cluding, for example, consideration of
common elements and other character-
istics of the property), a homeowner-
ship plan may provide for sale of one or
more dwellings, along with interests in
any common elements, comprising all
or a portion of one or more public
housing developments. A plan may pro-
vide for conversion of existing public
housing to homeownership or for home-
ownership sale of newly-developed pub-
lic housing. (However, for public hous-
ing units developed as replacement
housing for units demolished or dis-
posed of pursuant to 24 CFR part 970,
that part requires that the initial occu-
pants be selected solely on the basis of
the requirements governing rental oc-
cupancy, without reference to any ad-
ditional homeownership eligibility or
selection requirements under this
part.) Turnkey III homeownership
units may be converted to Section 5(h)
homeownership, upon voluntary termi-
nation by any existing Turnkey III
homebuyers of their contractual rights
and amendment of the ACC, in a form
prescribed by HUD.
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(b) Physical condition of property. The
property must meet local code require-
ments (or, if no local code exists, the
housing quality standards established
by HUD for the Section 8 Housing As-
sistance Payments Program for Exist-
ing Housing, under part 882 of this
title) and the relevant requirements of
the Lead-Based Paint Poisoning Pre-
vention Act (42 U.S.C. 4821–4846), the
Residential Lead-Based Paint Hazard
Reduction Act of 1992 (42 U.S.C. 4851–
4856), and implementing regulations
part 35, subparts A, B, L, and R of this
title. When a prospective purchaser
with disabilities requests accessible
features, the features must be added in
accordance with 24 CFR parts 8 and 9.
Further, the property must be in good
repair, with the major components
having a remaining useful life that is
sufficient to justify a reasonable expec-
tation that homeownership will be af-
fordable by the purchasers. These
standards must be met as a condition
for conveyance of a dwelling to an indi-
vidual purchaser, unless the terms of
sale include measures to assure that
the work will be completed within a
reasonable time after conveyance, not
to exceed two years (e.g., as a part of a
mortgage financing package that pro-
vides the purchaser with a home im-
provement loan or pursuant to a sound
sweat equity arrangement).

[59 FR 56365, Nov. 10, 1994, as amended at 64
FR 50228, Sept. 15, 1999]

EFFECTIVE DATE NOTE: At 64 FR 50228,
Sept. 15, 1999, § 906.6 paragraph (b) was
amended by revising the first sentence, effec-
tive Sept. 15, 2000. For the convenience of the
user, the superseded text is set forth as fol-
lows:

§ 906.6 Property that may be sold.

* * * * *

(b) Physical condition of property. The prop-
erty must meet local code requirements (or,
if no local code exists, the housing quality
standards established by HUD for the Sec-
tion 8 Housing Assistance Payments Pro-
gram for Existing Housing, under 24 CFR
part 882) and the requirements for elimi-
nation of lead-based paint hazards in HUD-
associated housing, under subpart C of 24
CFR part 35.* * *

* * * * *

§ 906.7 Methods of sale and ownership.
(a) Permissible methods. Any appro-

priate method of sale and ownership
may be used, such as fee-simple con-
veyance of single-family dwellings or
conversion of multifamily buildings to
resident-owned cooperatives or con-
dominiums.

(b) Direct or indirect sale. A PHA may
sell dwellings to residents directly or
(with respect to multifamily buildings
or a group of single-family dwellings)
through another entity established and
governed by, and solely composed of,
residents of the PHA’s public housing,
provided that:

(1) The other entity has the nec-
essary legal capacity and practical ca-
pability to carry out its responsibil-
ities under the plan; and

(2) The respective rights and obliga-
tions of the PHA and the other entity
will be specified by a written agree-
ment that includes:

(i) Assurances that the other entity
will comply with all provisions of the
HUD-approved homeownership plan;

(ii) Assurances that the PHA’s con-
veyance of the property to the other
entity will be subject to a title restric-
tion providing that the property may
be resold or otherwise transferred only
by conveyance of individual dwellings
to eligible residents, in accordance
with the HUD-approved homeownership
plan, or by reconveyance to the PHA,
and that the property will not be en-
cumbered by the other entity without
the written consent of the PHA;

(iii) Protection against fraud or mis-
use of funds or other property on the
part of the other entity, its employees,
and agents;

(iv) Assurances that the resale pro-
ceeds will be used only for the purposes
specified by the HUD-approved home-
ownership plan;

(v) Limitation of the other entity’s
administrative and overhead costs, and
of any compensation or profit that may
be realized by the entity, to amounts
that are reasonable in relation to its
responsibilities and risks;

(vi) Accountability to the PHA and
residents for the recordkeeping, report-
ing and audit requirements of § 906.17;

(vii) Assurances that the other entity
will administer its responsibilities
under the plan on a nondiscriminatory
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basis, in accordance with the Fair
Housing Act and implementing regula-
tions; and

(viii) Adequate legal remedies for the
PHA and residents, in the event of the
other entity’s failure to perform in ac-
cordance with the agreement.

§ 906.8 Purchaser eligibility and selec-
tion.

Standards and procedures for eligi-
bility and selection of the initial pur-
chasers of individual dwellings shall be
consistent with the following provi-
sions:

(a) Applications. Persons who are in-
terested in purchase must submit ap-
plications for that specific purpose, and
those applications shall be handled sep-
arately from applications for other
PHA programs. For vacant units, appli-
cations shall be dated as received by
the PHA and, subject to eligibility and
preference factors, selection shall be
made in the order of receipt. Applica-
tion for homeownership shall not affect
an applicant’s place on any other PHA
waiting list.

(b) Eligibility threshold. Subject to any
additional eligibility and preference
standards that are required or per-
mitted under this section, a home-
ownership plan may provide for the eli-
gibility of residents of public housing
owned or leased by the seller PHA (in-
cluding Turnkey III homebuyers who
may elect to terminate their existing
Turnkey III homebuyer agreements in
favor of purchase under the Section
5(h) homeownership plan) and residents
of other housing who are receiving
housing assistance under Section 8 of
the Act, under an ACC administered by
the seller PHA, provided that the resi-
dent has been in lawful occupancy for a
minimum period specified in the plan
(not less than 30 days prior to convey-
ance of title to the dwelling to be pur-
chased). For residents of other housing
who are receiving housing assistance
under Section 8, the minimum occu-
pancy requirement may be satisfied in
the unit for which the family is receiv-
ing Section 8 assistance or the public
housing unit. If the family is to meet
part or all of the minimum occupancy
requirement in the public housing unit,
the Section 8 assistance must be termi-
nated before the family moves into the

public housing unit. Public housing
units are ineligible for Section 8 cer-
tificate and voucher assistance as long
as they remain under ACC as public
housing.

(c) Applicants who do not meet min-
imum residency requirement for eligibility.
(1) A homeownership plan, at PHA dis-
cretion, may also permit eligibility for
applicants who do not meet the min-
imum residency requirement of para-
graph (b) of this section (30 days or
more, as prescribed by the homeowner-
ship plan) at the time of application,
provided that their selection is condi-
tioned upon completion of the min-
imum residency requirement prior to
conveyance of title. (A plan may thus
allow satisfaction of the threshold re-
quirements for eligibility by:

(i) Existing public housing or Section
8 residents with less than the minimum
period of residency;

(ii) Families who are already on the
PHA’s waiting lists; and

(iii) Other low-income families who
are neither public housing nor Section
8 residents at the time of application
or selection.)

(2) Applicants who are not already
public housing residents, however,
must also satisfy the requirements for
admission to such housing.

(d) Compliance with lease obligations.
Eligibility shall be limited to residents
who have been current in all of their
lease obligations (in the case of Turn-
key III homebuyers, obligations under
their Turnkey III homebuyer agree-
ments) over a period of not less than
six months prior to conveyance of title
(or, if so provided by the homeowner-
ship plan, such lesser period as has
elapsed since the beginning of public
housing or Section 8 tenure), including,
but not limited to, payment of rents
(or homebuyer’s monthly payments)
and other charges, and reporting of all
income that is pertinent to determina-
tion of rental charges (or homebuyer’s
monthly payments). At the PHA’s dis-
cretion, the homeownership plan may
allow a resident to remedy under-re-
porting of income, provided that proper
reporting of income would not have re-
sulted in ineligibility for admission to
public housing or for Section 8 assist-
ance, by payment of the resulting un-
derpayment for rent (or homebuyer’s
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monthly payments) prior to convey-
ance of title to the homeownership
dwelling, either in a lump-sum or in in-
stallments over a reasonable period.
Alternatively, the plan may permit
payment within a reasonable period
after conveyance of title, under an
agreement secured by a mortgage on
the property.

(e) Affordability standard. Eligibility
shall be limited to residents who are
capable of assuming the financial obli-
gations of homeownership, under min-
imum income standards for afford-
ability, taking into account the un-
availability of public housing oper-
ating subsidies and modernization
funds after conveyance of the property
by the PHA. A homeownership plan
may, however, take account of any
available subsidy from other sources
(e.g., in connection with a plan for co-
operative ownership, assistance under
Section 8 of the Act, if available and
authorized by the Section 8 regula-
tions). Under this affordability stand-
ard, an applicant must meet the fol-
lowing requirements:

(1) On an average monthly estimate,
the amount of the applicant’s pay-
ments for mortgage principal and in-
terest, plus insurance, real estate
taxes, utilities, maintenance and other
regularly recurring homeownership
costs (such as condominium, coopera-
tive, or other homeownership associa-
tion fees) will not exceed the sum of:

(i) 35 percent of the applicant’s ad-
justed income as defined in 24 CFR
Part 913; and

(ii) Any subsidy that will be available
for such payments.

(2) The applicant can pay any
amounts required for closing, such as a
downpayment (if any) and closing costs
chargeable to the purchaser, in accord-
ance with the homeownership plan.

(f) Option to restrict eligibility. A
homeownership plan may, at the PHA’s
discretion, restrict eligibility to one or
more residency-based categories (e.g.,
for occupied units, eligibility may be
restricted to the existing residents of
the units to be sold; for vacant units,
eligibility may be restricted to public
housing residents only, or to public
housing residents plus any one or more
of the other residency-based categories
that may be established under para-

graphs (b) and (c) of this section), as
may be reasonable in view of the num-
ber of units to be offered for sale and
the estimated number of eligible appli-
cants in various categories, provided
that the residency-based preference re-
quirements mandated by paragraph (g)
of this section are observed.

(g) Residency-based preferences. For
occupied units, a preference shall be
given to the existing residents of each
of the dwellings to be sold. For vacant
units (including units which are volun-
tarily vacated), a preference shall be
given to residents of other public hous-
ing units owned or leased by the seller
PHA (over any other residency-based
categories that may be established by
the homeownership plan for Section 8
residents and any categories of non-
resident applicants).

(h) Self sufficiency preference. For va-
cant units, a further preference shall
be given to those applicants who have
completed self-sufficiency and job
training programs, as identified in the
homeownership plan, or who meet
equivalent standards of economic self-
sufficiency, such as actual employment
experience, as specified in the home-
ownership plan.

(i) Other eligibility or preference stand-
ards. If consistent with the other provi-
sions of this section, a homeownership
plan may include any other standards
for eligibility or preference, or both, at
the discretion of the PHA, that are not
contrary to law.

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.9 Counseling, training, and tech-
nical assistance.

Appropriate counseling shall be pro-
vided to prospective and actual pur-
chasers, as necessary for each stage of
implementation of the homeownership
plan. Particular attention must be
given to the terms of purchase and fi-
nancing, along with the other financial
and maintenance responsibilities of
homeownership. In addition, where ap-
plicable, appropriate training and tech-
nical assistance shall be provided to
any entity (such as an RMC, other resi-
dent organization, or a cooperative or
condominium entity) that has respon-
sibilities for carrying out the plan.
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§ 906.10 Nonpurchasing residents.
(a) Nonpurchasing resident’s options. If

an existing resident of a dwelling au-
thorized for sale under a homeowner-
ship plan is ineligible for purchase, or
declines to purchase, the resident shall
be given the choice of either relocation
to other suitable and affordable hous-
ing or continued occupancy of the
present dwelling on a rental basis, at a
rent no higher than that permitted by
the Act. Displacement (permanent, in-
voluntary move) in order to make a
dwelling available for sale, is prohib-
ited. In addition to applicable program
sanctions, a violation of the displace-
ment prohibition may trigger a re-
quirement to provide relocation assist-
ance in accordance with the Uniform
Relocation Assistance and Real Prop-
erty Acquisition Act of 1970 and imple-
menting regulations at 49 CFR Part 24.
Where continued rental occupancy by a
nonpurchasing resident is con-
templated after conversion of the prop-
erty to cooperative or condominium
ownership, the homeownership plan
must include provision for any rental
subsidy required (e.g., Section 8 assist-
ance, if available and authorized by the
Section 8 regulations). As soon as fea-
sible after they can be identified, all
nonpurchasing residents shall be given
written notice of their options under
this section.

(b) Relocation assistance. A nonpur-
chasing resident who chooses to relo-
cate pursuant to this section shall be
offered the following relocation assist-
ance:

(1) Advisory services to assure full
choices and real opportunities to ob-
tain relocation within a full range of
neighborhoods where suitable housing
may be found, in and outside areas of
minority concentration, including
timely information, counseling, expla-
nation of the resident’s rights under
the Fair Housing Act, and referrals to
suitable, safe, sanitary and affordable
housing (at a rent no higher than per-
mitted by the Act), which is of the resi-
dent’s choice, on a nondiscriminatory
basis, without regard to race, color, re-
ligion (creed), national origin, handi-
cap, age, sex, or familial status, in
compliance with applicable Federal
and State law. This requirement will
be met if the resident is offered the op-

portunity to relocate to other suitable
housing under the Public Housing Pro-
gram, any of the housing assistance
programs under Section 8 of the Act, or
any other Federal, State or local pro-
gram that is comparable, as to stand-
ards of housing quality, admission and
rent, to the programs under the Act,
and provides a term of assistance of at
least five years; and

(2) Payment for actual, reasonable
moving and related expenses.

(c) Temporary relocation. A nonpur-
chasing resident who must relocate
temporarily to permit work to be car-
ried out shall be provided suitable, de-
cent, safe and sanitary housing for the
temporary period and reimbursed for
all reasonable out-of-pocket expenses
incurred in connection with the tem-
porary relocation, including the cost of
moving to and from the temporarily
occupied housing and any increase in
monthly rent and utility costs.

§ 906.11 Nonroutine maintenance re-
serve.

(a) When reserve is required. A nonrou-
tine maintenance reserve shall be es-
tablished for all multifamily properties
sold under a homeownership plan. For
single-family dwellings, such a reserve
shall not be required if the availability
of the funds needed for nonroutine
maintenance is adequately addressed
under the affordability standard pre-
scribed by the plan.

(b) Purpose of reserve. The purpose of
this reserve shall be to provide a source
of reserve funds for nonroutine mainte-
nance (including replacement), as nec-
essary to ensure the long-term success
of the plan, including protection of the
interests of the homeowners and the
PHA. The amounts to be set aside, and
other terms of this reserve, shall be as
necessary and appropriate for the par-
ticular homeownership plan, taking
into account such factors as prospec-
tive needs for nonroutine maintenance,
the homeowners’ financial resources,
and any special factors that may ag-
gravate or mitigate the need for such a
reserve.

§ 906.12 Purchase prices and financ-
ing.

(a) Below-market terms. To ensure af-
fordability by eligible purchasers, by
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the standard adopted under § 906.8(e), a
homeownership plan may provide for
below-market purchase prices or
below-market financing, or a combina-
tion of the two. Discounted purchase
prices may be determined on a unit-by-
unit basis, based on the particular pur-
chaser’s ability to pay, or may be de-
termined by any other fair and reason-
able method (e.g., uniform prices for a
group of comparable dwellings, within
a range of affordability by a group of
potential purchasers).

(b) Types of financing. Any type of
private or public financing may be used
(e.g., conventional, Federal Housing
Administration (FHA), Department of
Veterans Affairs (VA), Farmers’ Home
Administration (FmHA), or a State or
local program). A PHA may finance or
assist in financing purchase by any
methods it may choose, such as pur-
chase-money mortgages, guarantees of
mortgage loans from other lenders,
shared equity, or lease-purchase ar-
rangements.

§ 906.13 Protection against fraud and
abuse.

A homeownership plan shall include
appropriate protections against any
risks of fraud or abuse that are pre-
sented by the particular plan, such as
collusive purchase for the benefit of
nonresidents, extended use of the
dwelling by the purchaser as rental
property, or collusive sale that would
circumvent the resale profit limitation
of § 906.14.

§ 906.14 Limitation on resale profit.
(a) General. If a dwelling is sold to

the initial purchaser for less than fair
market value, the homeownership plan
shall provide for appropriate measures
to preclude realization by the initial
purchaser of windfall profit on resale.
‘‘Windfall profit’’ means all or a por-
tion of the resale proceeds attributable
to the purchase price discount (the fair
market value at date of purchase from
the PHA less the below-market pur-
chase price), as determined by one of
the methods described in paragraphs
(b) through (d) of this section. Subject
to that requirement, however, pur-
chasers should be permitted to retain
any resale profit attributable to appre-
ciation in value after purchase (or a

portion of such profit under a limited
or shared equity arrangement), along
with any portion of the resale profit
that is fairly attributable to improve-
ments made by them after purchase.

(b) Promissory note method. Where
there is potential for a windfall profit
because the dwelling unit is sold to the
initial purchaser for less than fair mar-
ket value, without a commensurate
limited or shared equity restriction,
the initial purchaser shall execute a
promissory note, payable to the PHA,
along with a mortgage securing the ob-
ligation of the note, on the following
terms and conditions:

(1) The principal amount of indebted-
ness shall be the lesser of:

(i) The purchase price discount, as
determined by the definition in para-
graph (a) of this section and stated in
the note as a dollar amount; or

(ii) The net resale profit, in an
amount to be determined upon resale
by a formula stated in the note. That
formula shall define net resale profit as
the amount by which the gross resale
price exceeds the sum of:

(A) The discounted purchase price;
(B) Reasonable sale costs charged to

the initial purchaser upon resale; and
(C) Any increase in the value of the

property that is attributable to im-
provements paid for or performed by
the initial purchaser during tenure as a
homeowner.

(2) At the option of the PHA, the note
may provide for automatic reduction of
the principal amount over a specified
period of ownership while the property
is used as the purchaser’s family resi-
dence, resulting in total forgiveness of
the indebtedness over a period of not
less than five years from the date of
conveyance, in annual increments of
not more than 20 percent. This does not
require a PHA’s plan to provide for any
such reduction at all, or preclude it
from specifying terms that are less
generous to the purchaser than those
stated in the foregoing sentence.

(3) To preclude collusive resale that
would circumvent the intent of this
section, the PHA shall (by an appro-
priate form of title restriction) condi-
tion the initial purchaser’s right to re-
sell upon approval by the PHA, to be
based solely on the PHA’s determina-
tion that the resale price represents
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fair market value or a lesser amount
that will result in payment to the
PHA, under the note, of the full
amount of the purchase price discount
(subject to any accrued reduction, if
provided for by the homeownership
plan pursuant to paragraph (b)(2) of
this section). If so determined, the
PHA shall be obligated to approve the
resale.

(4) The PHA may, in its sole discre-
tion, agree to subordination of the
mortgage that secures the promissory
note, in favor of an additional lien
granted by the purchaser as security
for a loan for home improvements or
other purposes approved by the PHA.

(c) Limited equity method. As a second
option, the requirement of this section
may be satisfied by an appropriate
form of limited equity arrangement,
restricting the amount of net resale
profit that may be realized by the sell-
er (the initial purchaser and successive
purchasers over a period prescribed by
the homeownership plan) to the sum of:

(1) The seller’s paid-in equity;
(2) The portion of the resale proceeds

attributable to any improvements paid
for or performed by the seller during
homeownership tenure; and

(3) An allowance for a portion of the
property’s appreciation in value during
homeownership tenure, calculated by a
fair and reasonable method specified in
the homeownership plan (e.g., accord-
ing to a price index factor or other
measure).

(d) Third option. The requirements of
this section may be satisfied by any
other fair and reasonable arrangement
that will accomplish the essential pur-
poses stated in paragraph (a) of this
section.

(e) Appraisal. Determinations of fair
market value under this section shall
be made on the basis of appraisal with-
in a reasonable time prior to sale by an
independent appraiser, to be selected
by the PHA.

§ 906.15 Use of sale proceeds.
(a) General authority for use. Sale pro-

ceeds may, after provision for sale and
administrative costs that are necessary
and reasonable for carrying out the
homeownership plan, be retained by
the PHA and used for housing assist-
ance to low-income families (as such

families are defined under the Act).
The term ‘‘sale proceeds’’ includes all
payments made by purchasers for cred-
it to the purchase price (e.g., earnest
money, downpayments, payments out
of the proceeds of mortgage loans, and
principal and interest payments under
purchase-money mortgages), along
with any amounts payable upon resale
under § 906.14, and interest earned on
all such receipts. (Residual receipts, as
defined in the ACC, shall not be treated
as sale proceeds.)

(b) Permissible uses. Sale proceeds
may be used for any one or more of the
following forms of housing assistance
for low-income families, at the discre-
tion of the PHA and as stated in the
HUD-approved homeownership plan:

(1) In connection with the home-
ownership plan from which the funds
are derived, for purposes that are justi-
fied to ensure the success of the plan
and to protect the interests of the
homeowners, the PHA and any other
entity with responsibility for carrying
out the plan. Nonexclusive examples
include nonroutine maintenance re-
serves under § 906.11; a reserve for loans
to homeowners to prevent or cure de-
fault or for other emergency housing
needs; a reserve for any contingent li-
abilities of the PHA under the home-
ownership plan (such as PHA guaranty
of mortgage loans); and a reserve for
PHA repurchase, repair and resale of
homes in the event of defaults.

(2) In connection with another HUD-
approved homeownership plan under
this part, for assistance to purchasers
and for reasonable planning and imple-
mentation costs.

(3) In connection with a State or
local homeownership program for low-
income families, as described in the
homeownership plan, for assistance to
purchasers and for reasonable planning
and implementation costs. Under such
programs, sales proceeds may be used
to construct or acquire additional
dwellings for sale to low-income fami-
lies, or to assist such families in pur-
chasing other dwellings from public or
private owners.

(4) In connection with the PHA’s
other public housing that remains
under ACC, for any purposes authorized
for the use of operating funds under the
ACC and applicable provisions of the
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Act and Federal regulations, as in-
cluded in the HUD-approved operating
budgets. Examples include mainte-
nance and modernization, augmenta-
tion of operating reserves, protective
services, and resident services. Such
use shall not result in the reduction of
the operating subsidy otherwise pay-
able to the PHA under 24 CFR part 990.

(5) In connection with any other type
of Federal, State, or local housing pro-
gram for low-income families, as de-
scribed in the homeownership plan.

§ 906.16 Replacement housing.
(a) Replacement requirement. As a con-

dition for transfer of ownership under a
HUD-approved homeownership plan,
the PHA must obtain a funding com-
mitment, from HUD or another source,
for the replacement of each of the
dwellings to be sold under the plan. Re-
placement housing may be provided by
one or any combination of the fol-
lowing methods:

(1) Development by the PHA of addi-
tional public housing under 24 CFR
part 941 (by new construction or acqui-
sition).

(2) Rehabilitation of vacant public
housing owned by the PHA.

(3) Use of five-year, tenant-based cer-
tificate or voucher assistance under
Section 8 of the Act.

(4) If the homeownership plan is sub-
mitted by the PHA for sale to residents
through an RMC, resident organization
or cooperative association which is
otherwise eligible to participate under
this part, acquisition of nonpublicly-
owned housing units, which the RMC,
resident organization or cooperative
association will operate as rental hous-
ing, comparable to public housing as to
term of assistance, housing standards,
eligibility, and contribution to rent.

(5) Any other Federal, State, or local
housing program that is comparable, as
to housing standards, eligibility and
contribution to rent, to the programs
referred to in paragraphs (a)(1) through
(a)(3) of this section, and provides a
term of assistance of not less than five
years.

(b) Funding commitments. Although a
HUD funding commitment is required
if the replacement housing require-
ment is to be satisfied through any of
the HUD programs listed in paragraph

(a) of this section, HUD’s approval of a
Section 5(h) homeownership plan on
the expectation that such a funding
commitment will be forthcoming shall
not constitute a binding obligation to
make such a commitment. Where the
requirement is to be satisfied under a
State or local program, or a Federal
program not administered by HUD, a
funding commitment shall be required
from the proper authority.

(c) Use of sale proceeds to fund replace-
ment housing. Sale proceeds that are
generated under the homeownership
plan may be used under some of the re-
placement housing options under para-
graph (a) of this section (e.g., rehabili-
tation of vacant public housing units,
or an eligible local program). Where a
homeownership plan provides for sale
proceeds to be used for replacement
housing, HUD approval of the plan and
execution of the PHA–HUD imple-
menting agreement shall satisfy the
funding commitment requirement of
paragraph (a) of this section, with re-
gard to the amount of replacement
housing to be funded out of sale pro-
ceeds.

(d) Consistency with current housing
needs. Replacement housing may differ
from the dwellings sold under the
homeownership plan, as to unit sizes or
family or elderly occupancy, if the
PHA determines that such change is
consistent with current local housing
needs for low-income families.

(e) Inapplicability to prior plans. This
section shall not apply to homeowner-
ship plans that were submitted to HUD
under the Section 5(h) Homeownership
Program prior to October 1, 1990.

§ 906.17 Records, reports, and audits.
The PHA shall be responsible for the

maintenance of records (including sale
and financial records, which must in-
clude information on the racial and
ethnic characteristics of the pur-
chasers) for all activities incident to
implementation of the HUD-approved
homeownership plan. Until all planned
sales of individual dwellings have been
completed, the PHA shall submit to
HUD annual sales reports, in a form
prescribed by HUD. The receipt, reten-
tion, and expenditure of the sale pro-
ceeds shall be covered in the regular
independent audits of the PHA’s public
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housing operations, and any supple-
mentary audits that HUD may find
necessary for monitoring. Where an-
other entity is responsible for sale of
individual units, pursuant to § 906.7(b),
the PHA must ensure that the entity’s
responsibilities include proper record-
keeping and accountability to the
PHA, sufficient to enable the PHA to
monitor compliance with the approved
homeownership plan, to prepare its re-
ports to HUD, and to meet its audit re-
sponsibilities. All books and records
shall be subject to inspection and audit
by HUD and the General Accounting
Office (GAO).

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.18 Submission and review of
homeownership plan.

Whether to develop and submit a pro-
posed homeownership plan is a matter
within the discretion of each PHA. A
PHA may initiate a proposal at any
time, according to the following proce-
dures:

(a) Preliminary consultation with HUD
staff. Before submission of a proposed
plan, the PHA shall consult informally
with the appropriate HUD Field Office
to assess feasibility and the particulars
to be addressed by the plan.

(b) Submission to HUD. The PHA shall
submit the proposed plan, together
with supporting documentation, in a
format prescribed by HUD, to the ap-
propriate HUD Field Office.

(c) Conditional approval. Conditional
approval may be given, at HUD discre-
tion, where HUD determines that to be
justified. For example, conditional
HUD approval might be a necessary
precondition for the PHA to obtain the
funding commitments required to sat-
isfy the requirements for final HUD ap-
proval of a complete homeownership
plan. Where conditional approval is
granted, HUD will specify the condi-
tions in writing.

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.19 HUD approval and PHA–HUD
implementing agreement.

Upon HUD notification to the PHA
that the homeownership plan is ap-
provable (in final form that satisfies
all applicable requirements of this

part), the PHA and HUD will execute a
written implementing agreement, in a
form prescribed by HUD, to evidence
HUD approval and authorization for
implementation. The plan itself, as ap-
proved by HUD, shall be incorporated
in the implementing agreement. Any of
the items of supporting documentation
may also be incorporated, if agreeable
to the PHA and HUD. The PHA shall be
obligated to carry out the approved
homeownership plan and other provi-
sions of the implementing agreement
without modification, except with
written approval by HUD.

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.20 Content of homeownership
plan.

The homeownership plan must ad-
dress the following matters, as applica-
ble to the particular factual situation:

(a) Property description. A description
of the property, including identifica-
tion of the development and the spe-
cific dwellings to be sold.

(b) Repair or rehabilitation. If applica-
ble, a plan for any repair or rehabilita-
tion required under § 906.6, based on the
assessment of the physical condition of
the property that is included in the
supporting documentation.

(c) Purchaser eligibility and selection.
The standards and procedures to be
used for homeownership applications
and the eligibility and selection of pur-
chasers, consistent with the require-
ments of § 906.8. If the homeownership
plan allows application for purchase of
vacant units by families who are not
presently public housing or Section 8
residents and not already on the PHA’s
waiting lists for those programs, the
plan must include an affirmative fair
housing marketing strategy for such
families, including specific steps to in-
form them of their eligibility to apply,
and to solicit applications from those
in the housing market who are least
likely to apply for the program with-
out special outreach.

(d) Sale and financing. Terms and con-
ditions of sale and financing (see, par-
ticularly, §§ 906.11 through 906.14).

(e) Future consultation with residents.
A plan for consultation with residents
during the implementation stage (See
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§ 906.5). If appropriate, this may be
combined with the plan for counseling.

(f) Counseling. Counseling, training,
and technical assistance to be provided
in accordance with § 906.9.

(g) Sale via resident-controlled entity. If
the plan contemplates sale to residents
via an entity other than the PHA, a de-
scription of that entity’s responsibil-
ities and information demonstrating
that the requirements of § 906.7(b) have
been met or will be met in a timely
fashion.

(h) Nonpurchasing residents. If appli-
cable, a plan for nonpurchasing resi-
dents, in accordance with § 906.10.

(i) Sale proceeds. An estimate of the
sale proceeds and an explanation of
how they will be used, in accordance
with § 906.15.

(j) Replacement housing. A replace-
ment housing plan, in accordance with
§ 906.16.

(k) Administration. An administrative
plan, including estimated staffing re-
quirements.

(l) Records, accounts and reports. A de-
scription of the recordkeeping, ac-
counting and reporting procedures to
be used, including those required by
§ 906.17.

(m) Budget. A budget estimate, show-
ing the costs of implementing the plan,
and the sources of the funds that will
be used.

(n) Timetable. An estimated timetable
for the major steps required to carry
out the plan.

(Approved by the Office of Management and
Budget under control number 2577–0201)

§ 906.21 Supporting documentation.
The following supporting documenta-

tion shall be submitted to HUD with
the proposed homeownership plan, as
appropriate for the particular plan:

(a) Property value estimate. An esti-
mate of the fair market value of the
property, including the range of fair
market values of individual dwellings,
with information to support the rea-
sonableness of the estimate. (The pur-
pose of this data is merely to assist
HUD in determining whether, taking
into consideration the estimated fair
market value of the property, the plan
adequately addresses any risks of fraud
and abuse pursuant to § 906.13 and of
windfall profit upon resale, pursuant to

§ 906.14. A formal appraisal need not be
submitted with the proposed home-
ownership plan.)

(b) Physical assessment. An assess-
ment of the physical condition of the
property, based on the standards speci-
fied in § 906.6.

(c) Workability. A statement dem-
onstrating the practical workability of
the plan, based on analysis of data on
such elements as purchase prices, costs
of repair or rehabilitation, homeowner-
ship costs, family incomes, availability
of financing, and the extent to which
there are eligible residents who are ex-
pected to be interested in purchase.
(See § 906.4(a)).

(d) Commitment and capability. Infor-
mation to substantiate the commit-
ment and capability of the PHA and
any other entity with substantial re-
sponsibilities for implementing the
plan.

(e) Resident planning input. A descrip-
tion of resident consultation activities
carried out pursuant to § 906.5 before
submission of the plan, with a sum-
mary of the views and recommenda-
tions of residents and copies of any
written comments that may have been
submitted to the PHA by individual
residents and resident organizations,
and any other individuals and organi-
zations.

(f) Nondiscrimination certification. The
PHA’s certification that it will admin-
ister the plan on a nondiscriminatory
basis, in accordance with the Fair
Housing Act, Title VI of the Civil
Rights Act of 1964, Executive Order
11063, and implementing regulations,
and will assure compliance with those
requirements by any other entity that
may assume substantial responsibil-
ities for implementing the plan.

(g) Legal opinion. An opinion by legal
counsel to the PHA, stating that coun-
sel has reviewed the plan and finds it
consistent with all applicable require-
ments of Federal, State, and local law,
including regulations as well as stat-
utes. In addition, counsel must identify
the major legal requirements that re-
main to be met in implementing the
plan, if approved by HUD as submitted,
indicating an opinion about whether
those requirements can be met without
special problems that may disrupt the
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timetable or other features contained
in the plan.

(h) Board resolution. A resolution by
the PHA’s Board of Commissioners, ev-
idencing its approval of the plan.

(i) Other information. Any other infor-
mation that may reasonably be re-
quired for HUD review of the plan. Ex-
cept for the PHA-HUD implementing
agreement under § 906.19, HUD approval
is not required for documents to be pre-
pared and used by the PHA in imple-
menting the plan (such as contracts,
applications, deeds, mortgages, promis-
sory notes, and cooperative or condo-
minium documents), if their essential
terms and conditions are described in
the plan. Consequently, those docu-
ments need not be submitted as part of
the plan or the supporting documenta-
tion.

(Approved by the Office of Management and
Budget under control number 2577–0201)

PART 908—ELECTRONIC TRANS-
MISSION OF REQUIRED FAMILY
DATA FOR PUBLIC HOUSING, IN-
DIAN HOUSING, AND THE SEC-
TION 8 RENTAL CERTIFICATE,
RENTAL VOUCHER, AND MOD-
ERATE REHABILITATION PRO-
GRAMS

Sec.
908.101 Purpose.
908.104 Requirements.
908.108 Cost.
908.112 Extension of time.

AUTHORITY: 42 U.S.C. 1437f, 3535(d), 3543,
3544, and 3608a.

SOURCE: 60 FR 11628, Mar. 2, 1995, unless
otherwise noted.

§ 908.101 Purpose.

The purpose of this part is to require
Housing Agencies (HAs) that operate
public housing, Indian housing, or Sec-
tion 8 Rental Certificate, Rental
Voucher and Moderate Rehabilitation
programs to electronically submit cer-
tain data to HUD for those programs.
This electronically submitted data is
required for HUD Forms HUD–50058,
Family Report, and HUD–50058–FSS,
Family Self-Sufficiency Addendum.

§ 908.104 Requirements.

(a) Automated HAs. Housing agencies
that currently use automated software
packages to transmit Forms HUD–50058
and HUD–50058–FSS information by
tape or diskette to the Department’s
data processing contractor must con-
vert to telephonic electronic trans-
mission of that data in a HUD specified
format by June 30, 1995.

(b) Nonautomated HAs. Housing agen-
cies that currently prepare and trans-
mit the HUD–50058 and HUD–50058–FSS
information to HUD paper must:

(1) Complete a vendor search and ob-
tain either:

(i) The necessary hardware and soft-
ware required to develop and maintain
an in-house automated data processing
system (ADP) used to generate elec-
tronic submission of the data for these
forms via telephonic network; or

(ii) A service contract for the oper-
ation of an automated system to gen-
erate electronic submission of the data
for these forms via telephonic network;

(2) Complete their data loading; and
(3) Begin electronic transmission by

March 2, 1996.
(c) Electronic transmission of data.

Electronic transmission of data con-
sists of submission of all required data
fields (correctly formatted) from the
forms HUD–050058 and HUD–50058–FSS
telephonically, in accordance with
HUD instructions. Regardless of wheth-
er an HA obtains the ADP system itself
or contracts with a service bureau to
provide the system, the software must
be periodically updated to incorporate
changes or revisions in legislation, reg-
ulations, handbooks, notices, or HUD
electronic transmission data format re-
quirements.

(d) Service contract. HAs that deter-
mine that the purchase of hardware
and/or software is not cost effective
may contract out the electronic data
transmission function to organizations
that provide such services, including,
but not limited to the following organi-
zations: local management associa-
tions and management agents with
centralized facilities. HAs that con-
tract out the electronic transmission
function must retain the ability to
monitor the day-to-day operations of
the project at the HA site and be able
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