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SUBCHAPTER I—HUD-OWNED PROPERTIES 

PART 290—DISPOSITION OF MULTI-
FAMILY PROJECTS AND SALE OF 
HUD-HELD MULTIFAMILY MORT-
GAGES 

Subpart A—Disposition of Multifamily 
Projects 
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290.37 Requirements for continuing Federal 

rental subsidy contracts. 
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AUTHORITY: 12 U.S.C. 1701z–11, 1701z–12, 1713, 
1715b, 1715z–1b, 1715z–11a; 42 U.S.C. 3535(d) and 
3535(i). 

SOURCE: 61 FR 11685, Mar. 21, 1996, unless 
otherwise noted. 

Subpart A—Disposition of 
Multifamily Projects 

§ 290.1 Applicability. 
The requirements of this part supple-

ment the requirements of 12 U.S.C. 
1701z–11 for the management and dis-
position of multifamily housing 

projects and the sale of HUD-held mul-
tifamily mortgages. The goals and ob-
jectives of this part are the same as the 
goals and objectives of 12 U.S.C. 1701z– 
11, which shall be referred to in this 
part as ‘‘the Statute.’’ With respect to 
the disposition of multifamily projects 
under subpart A, HUD may follow any 
other method of disposition, as deter-
mined by the Secretary. 

[64 FR 72412, Dec. 27, 1999] 

§ 290.3 Definitions. 
The terms Department and URA are 

defined in 24 CFR part 5. The following 
definitions apply to this part: 

Cooperative means a nonprofit, lim-
ited equity, or consumer cooperative as 
defined under 24 CFR part 213. It may 
include mutual housing associations. 

HUD-owned project means a multi-
family project that has been acquired 
by HUD. 

Market area means the area from 
which a multifamily housing project 
may reasonably be expected to draw a 
substantial number of its tenants, as 
determined by HUD, taking into con-
sideration the knowledge of the HUD 
office with jurisdiction over the project 
of the local real estate market and 
HUD’s project underwriting experience. 
Submarkets may be used in large, com-
plex metropolitan areas. 

Multifamily housing project means a 
multifamily project that is or was in-
sured under sections 207, 213, 220, 
221(d)(3), 221(d)(4), 223(f), 231, 236, or 608 
of the National Housing Act (12 U.S.C. 
1713, 1715e, 1715k, 1715l, 1715n, 1715v, 
1715z–1, or 1742–1746); or is or was sub-
ject to a loan under section 202 of the 
Housing Act of 1959 (12 U.S.C. 1701q); or 
was a Real Estate Owned (REO) multi-
family project transferred by the Gov-
ernment National Mortgage Associa-
tion to the Department. Multifamily 
housing project does not include 
projects consisting of one to eleven 
units insured under section 220(d)(3)(A) 
of the National Housing Act (12 U.S.C. 
1715l); or mobile home parks under sec-
tion 207(m) of that Act (12 U.S.C. 1713); 
or vacant land; or property covered by 
a homeownership program approved 

VerDate mar<24>2004 03:38 Apr 20, 2004 Jkt 203077 PO 00000 Frm 00491 Fmt 8010 Sfmt 8010 Y:\SGML\203077T.XXX 203077T



492 

24 CFR Ch. II (4–1–04 Edition) § 290.3 

under the Homeownership and Oppor-
tunity for People Everywhere 
(‘‘HOPE’’) program. 

Multifamily project means a project 
consisting of five or more units that 
has or had a mortgage (even if subordi-
nate to other mortgages) insured under 
the National Housing Act or is or was 
subject to a loan under section 202 of 
the Housing Act of 1959, or a hospital, 
intermediate care facility, nursing 
home, group practice facility, or board 
and care facility that has or had a 
mortgage insured, or is or was subject 
to a loan under, these authorities. Mul-
tifamily project does not include 
projects consisting of one to eleven 
units insured under section 220(d)(3)(A) 
of the National Housing Act (12 U.S.C. 
1715k), which are classified as single 
family homes. 

Nonprofit organization means a cor-
poration or association organized for 
purposes other than making a profit or 
gain for itself. Stockholders or trustees 
do not share in profits or losses. Profits 
are used to accomplish the charitable, 
humanitarian, or educational purposes 
of the corporation. 

Preexisting tenant means a family 
that resides in a unit in a multifamily 
housing project immediately before the 
project is acquired under this part by a 
purchaser other than the Department. 

Subsidized project means a multi-
family housing project that is receiv-
ing, or immediately before its mort-
gage was foreclosed by HUD or the 
project was acquired by HUD, pursuant 
to this regulation, was receiving any of 
the following types of assistance: 

(1) Below market interest rate mort-
gage insurance under the proviso of 
section 221(d)(5) of the National Hous-
ing Act (12 U.S.C. 1715l) (hereinafter, a 
BMIR project); 

(2) Interest reduction payments made 
in connection with mortgages insured 
under section 236 of the National Hous-
ing Act (hereinafter, a 236 project); 

(3) Direct loans made under section 
202 of the Housing Act of 1959 (herein-
after, a 202 project); 

(4) Assistance, to more than 50 per-
cent of the units in the project, in the 
form of: 

(i) Rent supplement payments under 
section 101 of the Housing and Urban 

Development Act of 1965 (12 U.S.C. 
1701s) (hereinafter, Rent Supp); 

(ii) Additional assistance payments 
under section 236(f)(2) of the National 
Housing Act (hereinafter, RAP); 

(iii) Housing assistance payments 
under section 23 of the United States 
Housing Act of 1937 (42 U.S.C. 1437 note) 
(as in effect before January 1, 1975) 
(hereinafter, Sec. 23); or 

(iv) Housing assistance payments 
under Section 8 of the United States 
Housing Act of 1937 (42 U.S.C. 1437f) (ex-
cluding payments of tenant-based Sec-
tion 8 assistance) (hereinafter, project- 
based Section 8 assistance). 

Sufficient habitable, affordable, rental 
housing is available means that the HUD 
office with jurisdiction determines 
that there is an adequate supply of 
habitable, affordable housing for low- 
and very low-income families available 
in the market area. Submarkets, con-
sisting of portions of units of general 
local government, may be used in 
large, complex metropolitan areas. 
Local housing markets having an ade-
quate supply of standard-quality rental 
housing would include housing markets 
in which the supply of rental housing 
available and in production is adequate 
to meet the anticipated demand (e.g., 
the housing market is balanced), as 
well as those in which there is an ex-
cess supply of rental housing (e.g., the 
housing market is soft). Rental mar-
kets that do not have an adequate sup-
ply (e.g., tight markets) are character-
ized by low rental vacancy rates, low 
levels of production and turnover of 
rental housing, and, usually, by high 
levels of rent inflation. HUD will make 
the determination of whether sufficient 
habitable, affordable, rental housing is 
available using established market 
analysis techniques, and will consider 
information that demonstrates: 

(1) The rental housing vacancy rate 
is at a low level relative to the rate re-
quired for a balanced market, typically 
a four percent vacancy rate; except 
that a rate lower than four percent 
may be considered in unusual cir-
cumstances if it can be demonstrated 
that there is an adequate supply of af-
fordable housing for low-income fami-
lies; 

(2) The number of rental housing 
units being produced on an annual 
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basis is not large enough to satisfy de-
mand arising from the increase in 
households, or, in markets where there 
is little or no growth, evidence that the 
number of additional rental units being 
supplied is not sufficient to meet the 
demand arising from net losses to the 
available inventory and the inadequate 
supply of rental housing has inhibited 
growth; 

(3) The shortage of housing is result-
ing in rent increases that exceed nor-
mal increases commensurate with the 
costs of operating rental housing; 

(4) A significant number, or propor-
tion, of the households holding Section 
8 certificates or rental vouchers are un-
able to find adequate housing because 
of the shortage of rental housing, in-
cluding PHA data showing a lower than 
average percentage of units under lease 
and a longer than average time re-
quired to find units. 

Unsubsidized project means a multi-
family housing project that is not a 
subsidized project. 

Useful life means, generally, twenty 
years, but it may be more or less, as 
determined by the Department. 

§ 290.7 Occupancy requirements. 

(a) Multifamily housing project that is 
HUD-owned or for which HUD is mort-
gagee-in-possession. Occupancy in a 
multifamily housing project that is 
HUD-owned or for which HUD is mort-
gagee-in-possession shall be available 
on a basis that is comparable to the oc-
cupancy requirements that applied to 
the project immediately before HUD 
acquired the project or became mort-
gagee-in-possession, except that pref-
erence shall be given to tenants of 
other HUD-owned multifamily housing 
projects who are eligible for assistance 
in accordance with the displacement 
and relocation provisions at § 290.17. 

(b) Evictions. Eviction from a HUD- 
owned multifamily housing project is 
governed by 24 CFR part 247, subpart B. 

(c) Threat to health and safety. When-
ever HUD determines that there is an 
immediate threat to the health and 
safety of the tenants, HUD may require 
the tenants to vacate the premises and 
shall provide temporary relocation 
benefits as provided in § 290.17 to ten-
ants required to vacate the premises. 

§ 290.9 Setting rental rates. 
Because of the subsidies involved in 

making multifamily housing projects 
affordable, the setting of rents involves 
two steps: first, establishing the rent 
on a unit that will be paid to the 
owner, and second, determining the 
rent that the tenant pays (with the dif-
ference made up by a subsidy), using a 
number of procedures to obtain income 
verification and notify tenants of 
changes in rent. These procedures for a 
property owned by HUD or where HUD 
is mortgagee-in-possession are ex-
plained below. 

(a) Setting unit rents. Except as modi-
fied by this section, for a property 
where HUD is mortgagee-in-possession 
(MIP), HUD will set unit rents in ac-
cordance with the rent setting require-
ments of the project’s mortgage insur-
ance or direct loan program; or for a 
property owned by HUD, rents will be 
set in accordance with the rent setting 
requirements of the project’s mortgage 
insurance or direct loan program in ef-
fect immediately before HUD became 
the owner of the project. 

(b) Setting rents payable by tenants—(1) 
Tenant rent. The rent the tenant pays 
will be based on the income certifi-
cation and the rent payment require-
ments of the project’s mortgage insur-
ance or direct loan program in effect 
while HUD is MIP or immediately be-
fore HUD became the owner of the 
project, as affected by any of the fac-
tors in paragraphs (b)(2) through (b)(4) 
of this section. However, if a tenant 
does not certify income as required by 
this section, the tenant must pay the 
unit rent as determined under the rent 
setting requirements in paragraph (a) 
of this section. 

(2) Utility allowance. For a tenant 
whose rent is based on a percentage of 
adjusted income (except for rental 
voucher or rental certificate holders), 
if the cost of utilities (except tele-
phone) and other housing services for 
the unit is the responsibility of the 
tenant to pay directly to the provider 
of the utility or service, HUD will de-
duct from the rent to be paid by the 
tenant to HUD a utility allowance, 
which is an amount equal to HUD’s es-
timate of the monthly costs of a rea-
sonable consumption of the utilities 
and other services for the unit for an 
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energy-conservative household of mod-
est circumstances consistent with the 
requirement of a safe, sanitary, and 
healthful living environment. If the 
utility allowance exceeds the percent-
age of the tenant’s adjusted income 
payable as rent, HUD will pay the dif-
ference between the amount payable as 
rent and the utility allowance to the 
tenant or, with the consent of the ten-
ant and the utility company, either 
jointly to the tenant and the utility 
company or directly to the utility com-
pany. 

(3) Rent adjustments for project viabil-
ity. For a HUD-owned project, HUD 
may adjust the rent provided for in 
paragraphs (b)(1) or (b)(2) of this sec-
tion if necessary or desirable to main-
tain the existing economic mix in the 
project, prevent undesirable turnover, 
or increase occupancy. 

(4) Tenants who are rental voucher or 
rental certificate holders. Tenants as-
sisted with rental vouchers or certifi-
cates certify their income to the public 
housing agency (PHA) administering 
the assistance, and pay rent pursuant 
to the policies and procedures gov-
erning such assistance. 

(c) Income verification and rent notifi-
cation procedures—(1) Income certifi-
cation by tenants—(i) In subsidized 
projects. (A) For families residing in 
subsidized projects, when HUD becomes 
MIP or owner, HUD will request an in-
come certification from each family as 
soon as practicable after HUD initially 
assumes management, unless the fam-
ily’s income has been examined by the 
owner or by HUD not more than four 
months before HUD’s assumption of 
management. 

(B) For each family applying for ad-
mission to subsidized projects, HUD 
will request an income certification to 
determine the family’s eligibility for a 
subsidized rent, and (if the rent is 
based on a percentage of adjusted in-
come) the family’s subsidized rent, in 
accordance with part 813 of this title. 

(ii) In unsubsidized projects. (A) For 
tenants in occupancy when HUD be-
comes mortgagee-in-possession or 
owner of an unsubsidized project, HUD 
may request an income certification 
from families who are not paying a 
subsidized rent. 

(B) For families applying for admis-
sion to such projects, HUD will request 
sufficient information for income 
verification to determine the family’s 
ability to pay the unit rent. 

(2) Notice of increases in the amount of 
rent payable. Whenever HUD proposes 
an increase in rents in a HUD-owned 
multifamily project or a project where 
HUD is mortgagee-in-possession, HUD 
will provide tenants 30 days notice of 
the proposed changes and an oppor-
tunity to review and comment on the 
new rent and supporting documenta-
tion. After HUD considers the tenants’ 
comments and has made a decision 
with respect to its proposed rent 
change, HUD shall notify the tenants 
of its decision, with the reasons for the 
decision. A tenant in occupancy before 
the effective date of any revised rental 
rate must be given 30 days notice of the 
revised rate, and any change in the 
tenant’s rent is subject to the terms of 
an existing lease. Notices to each ten-
ant must be personally delivered or 
sent by first class mail. General no-
tices of rent increases to all tenants 
must be posted in the project office and 
in appropriate conspicuous and acces-
sible locations around the project. 

(3) Disclosure and verification of Social 
Security numbers. Any certifications or 
reexaminations of the income of ten-
ants or prospective tenants in connec-
tion with tenancy under this section 
are subject to the requirements for the 
disclosure and verification of Social 
Security Numbers, as provided by part 
200, subpart T, of this title. 

(4) Signing of consent forms for income 
verification. Any certifications or reex-
aminations of the income of tenants or 
prospective tenants in connection with 
tenancy under this section are subject 
to the requirements for the signing and 
submitting of consent forms for the ob-
taining of wage and claim information 
from State Wage Information Collec-
tion Agencies, as provided by part 200, 
subpart V, of this title. 

(Approved by the Office of Management and 
Budget under control number 2502–0204) 

§ 290.11 Notification requirements. 
(a) In general. HUD may combine two 

or more of the required notifications, 
as appropriate, to simplify the disposi-
tion process. 
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(b) Timing of notifications. Disposi-
tion-related notifications (i.e., pre- 
foreclosure notification to tenants and 
units of general local government; pre- 
disposition community and tenant 
input notification; state and local gov-
ernment right of first refusal notifica-
tion) will be made, as appropriate: 

(1) 60 or more days before HUD fore-
closes on a project; or 

(2) Before, or not more than 30 days 
after, HUD acquires a project. 

(c) Methods of notification—(1) To ten-
ants. Pre-disposition notification will 
be delivered to each unit in the project, 
or sent to each unit by first class mail. 
Where HUD is mortgagee-in-possession 
or owner of a project, the notice will 
also be posted in the project office and 
in appropriate conspicuous and acces-
sible locations around the project. 

(2) To units of general local govern-
ment. Pre-disposition notification to a 
unit of general local government will 
be sent to the chief executive officer of 
the unit of general local government 
by first class mail. For purposes of re-
ceiving or sending any notices or infor-
mation under this part, the unit of gen-
eral local government is its chief exec-
utive officer, or the person designated 
by the chief executive officer to receive 
or send the notice or information. 

(3) To the community or any other 
party. HUD will consult with tenants 
and their organizations, officials of 
units of general local government, and 
other entities as HUD determines to be 
appropriate, to identify community re-
cipients of any required notification. 
Any notice required to be made to any 
party other than a tenant or a unit of 
general local government will be sent 
by first class mail. 

(d) Content of notifications. Notifica-
tions will, as appropriate, identify the 
project acquired or to be foreclosed by 
HUD; provide the general terms and 
conditions concerning the sale, future 
use, and operation of the project as 
proposed by HUD; indicate the time by 
which any offers must be made or any 
comments must be submitted; and 
state that the full disposition rec-
ommendation and analysis and other 
supporting information will be avail-
able for inspection and copying at the 
HUD Field Office. 

§ 290.13 Negotiated sales. 
When HUD conducts a negotiated 

sale involving the disposition of a 
project to a person or entity without a 
public offering, the following provi-
sions apply: 

(a) HUD may negotiate the sale of 
any project to an agency of the federal, 
State, or local government. 

(b) When HUD determines that a pur-
chaser can demonstrate the capacity to 
own and operate a project in accord-
ance with standards set by HUD, and/or 
a competitive offering will not gen-
erate offers of equal merit from quali-
fied purchasers, HUD may approve a 
negotiated sale of a subsidized project 
to: 

(1) A resident organization wishing to 
convert the project to a nonprofit or 
limited equity cooperative; 

(2) A cooperative (e.g., nonprofit lim-
ited equity, consumer cooperative, mu-
tual housing organization) with dem-
onstrated experience in the operation 
of nonprofit (and preferably low-in-
come) housing; 

(3) A nonprofit entity that will con-
tinue to operate the project as low-in-
come housing and whose governing 
board is composed of project residents; 

(4) A State or local governmental en-
tity with the demonstrated capacity to 
acquire, manage, and maintain the 
project as housing available to and af-
fordable by low-income residents; 

(5) A State or local governmental or 
nonprofit entity with the demonstrated 
capacity to acquire, manage, and main-
tain the project as a shelter for the 
homeless or other public purpose, gen-
erally when the project is vacant or 
has minimal occupancy and is not 
needed in the area for continued use as 
rental housing for the elderly or fami-
lies; or 

(6) Other nonprofit organizations. 

§ 290.15 Disposition plan. 
(a) In general. Before disposing of a 

HUD-owned multifamily housing 
project, HUD will develop an initial 
and a final disposition plan for the 
project that specifies the minimum 
terms and conditions for the disposi-
tion of the project, the sales price that 
is acceptable to HUD, and the assist-
ance that HUD plans to make available 
to a prospective purchaser. 
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(b) Environmental requirements. HUD 
will perform, and include in the final 
disposition plan, the environmental re-
views required by 24 CFR part 50. 

§ 290.17 Displacement of tenants and 
relocation assistance. 

(a) Scope of section. This section ap-
plies to all HUD-owned multifamily 
housing projects and all multifamily 
housing projects subject to HUD-held 
mortgages. When HUD is not the mort-
gagee-in-possession or owner, the 
owner of the project shall comply with 
this section, if HUD has authorized the 
demolition of, repairs to, or conversion 
of the use of the multifamily housing 
project. 

(b) Minimizing displacement. Con-
sistent with the other goals and objec-
tives of this part, all reasonable steps 
shall be taken to minimize the dis-
placement of persons (families, individ-
uals, businesses, and nonprofit organi-
zations) from a project covered by this 
part. If displacement or temporary re-
location will occur in connection with 
the disposition of a project, HUD may 
require the purchaser of the project to 
provide assistance in accordance with 
this section. 

(c) Relocation assistance at non-URA 
levels. Whenever the displacement of a 
residential tenant (family or indi-
vidual) occurs in connection with the 
management or disposition of a multi-
family housing project, but is not sub-
ject to paragraph (d) of this section 
(e.g., occurs as a direct result of HUD 
repair or demolition of all or a part of 
a HUD-owned multifamily housing 
project or as a direct result of the fore-
closure of a HUD-held mortgage on a 
multifamily housing project or sale of 
a HUD-owned project without federal 
financial assistance), the displaced ten-
ant shall be eligible for the following 
relocation assistance: 

(1) Advance written notice of the ex-
pected displacement shall be provided 
at least 60 days before displacement, 
describe the assistance and the proce-
dures for obtaining the assistance, and 
contain the name, address and phone 
number of an official responsible for 
providing the assistance; 

(2) Other advisory services, as appro-
priate, including counseling, referrals 
to suitable (and where appropriate, ac-

cessible), decent, safe, and sanitary re-
placement housing, and fair housing- 
related advisory services; 

(3) Payment for actual reasonable 
moving expenses, as determined by 
HUD; and 

(4) Such other federal, State or local 
assistance as may be available. 

(d) Relocation assistance at URA lev-
els—(1) General. The requirements of 
this paragraph apply to any displace-
ment that results whenever assistance 
under 24 CFR part 886, subpart C, (or 
other federal financial assistance, as 
defined in 49 CFR 24.2(j)) is provided in 
connection with the purchase, demoli-
tion, or rehabilitation of a multifamily 
property by a third party. A displaced 
person (defined in paragraph (d)(3) of 
this section) must be provided reloca-
tion assistance at the levels described 
in, and in accordance with the require-
ments of, the URA, implementing regu-
lations at 49 CFR part 24, and this sec-
tion. 

(2) Definition of ‘‘initiation of negotia-
tions’’. Under the URA, for purposes of 
determining the method for computing 
the replacement housing assistance to 
be provided to a residential tenant dis-
placed as a direct result of privately 
undertaken rehabilitation, demolition, 
or acquisition of the real property, the 
term ‘‘initiation of negotiations’’ 
means the transfer of title to the pur-
chaser. 

(3) Definition of displaced person. The 
term ‘‘displaced person’’ means any 
person (family, individual, business, or 
nonprofit organization) that moves 
from the real property, or moves per-
sonal property from the real property, 
permanently, as a direct result of ac-
quisition, rehabilitation or demolition 
for a federally assisted project. How-
ever, a person does not qualify as a 
‘‘displaced person’’ if: 

(i) The person is excluded under 49 
CFR 24.2(g)(2); 

(ii) The person has been evicted for a 
serious or repeated violation of the 
terms and conditions of the lease or oc-
cupancy agreement, violation of appli-
cable federal, State, or local law, or 
other good cause, and HUD determines 
that the eviction was not undertaken 
for the purpose of evading the obliga-
tion to provide relocation assistance; 
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(iii) The person moves into the prop-
erty after transfer of title to the pur-
chaser; or 

(iv) HUD determines that the person 
was not displaced as a direct result of 
acquisition, rehabilitation, or demoli-
tion for an assisted project. 

(e) Temporary relocation (URA and 
non-URA relocation assistance). Residen-
tial tenants, who will not be required 
to move permanently, but who must 
relocate temporarily (e.g., to permit 
property repairs), shall be provided: 

(1) Reimbursement for all reasonable 
out-of-pocket expenses incurred in con-
nection with the temporary relocation, 
including the cost of moving to and 
from the temporary housing and any 
increase in monthly rent or utility 
costs. The party responsible for this re-
quirement may, at its option, perform 
the services involved in temporarily re-
locating the tenants or pay for such 
services directly; and 

(2) Appropriate advisory services, in-
cluding reasonable advance written no-
tice of the date and approximate dura-
tion of the temporary relocation; the 
suitable (and where appropriate, acces-
sible), decent, safe, and sanitary hous-
ing to be made available for the tem-
porary period; the terms and condi-
tions under which the tenant may lease 
and occupy a suitable, decent, safe, and 
sanitary dwelling in the building/com-
plex following completion of the re-
pairs; and the right to financial assist-
ance provided under paragraph (e)(1) of 
this section. 

(f) Appeals. If a person disagrees with 
the purchaser’s determination con-
cerning the person’s eligibility for relo-
cation assistance or the amount of the 
assistance for which the person is eligi-
ble, the person may file a written ap-
peal of that determination with the 
owner or purchaser. A person who is 
dissatisfied with the purchaser’s deter-
mination on his or her appeal may sub-
mit a written request for review of that 
decision to the HUD Field Office re-
sponsible for administering the URA in 
the area. 

§ 290.18 Restrictions on sale to former 
mortgagors. 

The defaulting mortgagor, or any 
principal, successor, affiliate, or as-
signee thereof, on the mortgage on the 

property at the time of the default re-
sulting in acquisition of the property 
by HUD shall not be eligible to pur-
chase the property. A ‘‘principal’’ and 
an ‘‘affiliate’’ are defined as provided 
at 24 CFR 24.105. 

[66 FR 35847, July 9, 2001] 

§ 290.19 Restrictions concerning non-
discrimination against Section 8 
certificate holders and voucher 
holders. 

The purchaser of any multifamily 
housing project shall not refuse unrea-
sonably to lease a dwelling unit offered 
for rent, offer to sell cooperative stock, 
or otherwise discriminate in the terms 
of tenancy or cooperative purchase and 
sale because any tenant or purchaser is 
the holder of a Certificate of Family 
Participation or a Voucher under Sec-
tion 8 of the United States Housing Act 
of 1937 (42 U.S.C. 1437f), or any suc-
cessor legislation. This provision is 
limited in its application, for tenants 
or applicants with Section 8 Certifi-
cates or their equivalent (other than 
Vouchers), to those units which rent 
for an amount not greater than the 
Section 8 Fair Market Rent, as deter-
mined by HUD. The purchaser’s agree-
ment to this condition must be con-
tained in any contract of sale and also 
may be contained in any regulatory 
agreement, use agreement, or deed en-
tered into in connection with the dis-
position. 

§ 290.21 Computing annual number of 
units eligible for substitution of 
tenant-based assistance or alter-
native uses. 

(a) Substitution of tenant-based Section 
8 assistance to low-income families instead 
of project-based assistance to units. The 
number of units eligible, as permitted 
by the Statute, for this form of substi-
tution within the 10 percent limit will 
be estimated at the beginning of each 
fiscal year, taking into consideration 
the aggregate number of subsidized 
project units disposed of by HUD in the 
immediately preceding fiscal year and 
the disposition activity planned for the 
current fiscal year. 

(b) Alternate uses. The number of 
units eligible for alternate uses in any 
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fiscal year, as permitted by the Stat-
ute, will be determined at the begin-
ning of the fiscal year as the applicable 
percentages (i.e., either 10 percent or 5 
percent) of the estimated total number 
of units to be disposed of in the fiscal 
year, taking into consideration the 
total number of units in multifamily 
housing projects disposed of by the De-
partment in the immediately preceding 
fiscal year, and the extent of the dis-
position activity planned in the cur-
rent fiscal year. 

§ 290.23 Rebuilding. 
HUD may provide project-based as-

sistance to support the rebuilding of a 
HUD-owned multifamily housing 
project only. The required determina-
tion that rebuilding the project would 
be less expensive than substantial re-
habilitation means that the costs to 
HUD for rebuilding are such that the 
monthly debt service needed to amor-
tize the cost of relocating tenants, 
demolition, site preparation, rebuild-
ing, operating expenses, and a reason-
able return to the purchaser cannot be 
provided with rents that are within 120 
percent of the most recently published 
Section 8 Fair Market Rents for Exist-
ing Housing (24 CFR part 888, subpart 
A), and would be less expensive than 
rehabilitation. 

§ 290.25 Determination not to preserve 
a project or a part of a project. 

HUD may determine to demolish, or 
otherwise dispose of, a HUD-owned 
multifamily housing project, or any 
portion of such a project, or to fore-
close a HUD-held mortgage on a multi-
family housing project, without ensur-
ing its continued availability as afford-
able rental or cooperative housing for 
low- and very low-income families 
under appropriate circumstances which 
may include one or more those listed in 
paragraphs (a) through (g) of this sec-
tion. If HUD decides not to preserve an 
occupied multifamily housing project 
at a foreclosure sale or sale of a HUD- 
owned project, tenants must be pro-
vided relocation assistance as de-
scribed in § 290.17. 

(a) The costs to HUD of rehabilita-
tion are such that the monthly debt 
service needed to amortize the cost of 
rehabilitation, operating expenses, and 

a reasonable return to the purchaser 
cannot be provided with rents that are, 
for subsidized and formerly subsidized 
projects, within 120 percent of the most 
recently published Section 8 Fair Mar-
ket Rents for Existing Housing (24 CFR 
part 888, subpart A) or, for unsubsidized 
and formerly unsubsidized projects, 
within rents obtainable in the market. 

(b) Construction is substantially in-
complete. 

(c) Preservation is not feasible be-
cause of environmental factors that 
cannot be mitigated by HUD or the 
purchaser. For example, when the 
project is located on a site that cannot 
be made to comply with the Section 8 
Site and Neighborhood standards in 24 
CFR 886.307(k) because of factors that 
adversely affect the health, safety and 
general welfare of residents such as air 
pollution; smoke; mud slides; fire or 
explosion hazards. Preservation may 
also be infeasible because of signifi-
cantly deteriorated surrounding neigh-
borhood conditions with inadequate po-
lice or fire protection; high crime 
rates; drug infestation; or lack of pub-
lic community services needed to sup-
port a safe and healthy living environ-
ment for residents. 

(d) HUD determines the project is 
unfit for rehabilitation. 

(e) Rehabilitation would cost more 
than constructing comparable new 
housing. 

(f) A reduction in the number of units 
in the project will enhance long-term 
project viability, for example, demoli-
tion of a building to provide space for 
a playground, open space, or combining 
one-bedroom units to create larger 
units for families. 

(g) Continued preservation of the 
project as rental or cooperative hous-
ing is not compatible with State or 
local land use plans for the area in 
which the project is located. 

§ 290.27 Up-front grants and loans. 

(a) General. HUD may provide up- 
front grants and loans for rehabilita-
tion, demolition, rebuilding and other 
related development costs as part of 
the disposition of a multifamily hous-
ing project that is HUD-owned, upon 
making a determination that such a 
grant or loan, plus any additional 
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project-based assistance made avail-
able, would be more cost-effective than 
the use of the maximum permissible 
project-based rental assistance alone. 

(b) Eligible projects. An up-front grant 
or loan can be made available in the 
sale of a HUD-owned multifamily hous-
ing project that meets all of the fol-
lowing requirements: 

(1) Has more than 50% of the units in 
the project occupied by very low-in-
come residents at the time a disposi-
tion plan is approved by HUD, or that 
HUD determines is essential, as afford-
able housing, to the revitalization of 
its community; 

(2) Is located in a housing market or 
submarket in which there is not suffi-
cient habitable, affordable, rental 
housing, as defined in § 290.3; 

(3) Will generate, after rehabilitation 
or rebuilding, sufficient rental income 
in a competitive market to cover all 
operating expenses, meet after sale 
debt service requirements, fund re-
quired reserves and throw off positive 
cash flow; 

(4) Will provide affordable housing 
for at least 20 years or the term of the 
loan, whichever is shorter, after the re-
habilitation and/or rebuilding is com-
pleted; and 

(5) Meets such other requirements, 
including deed restrictions, loan provi-
sions, and monetary penalties for non- 
performance, as HUD may determine 
are appropriate on a case-by-case basis. 

(c) Eligible sales and purchasers—(1) 
Negotiated sales to governmental entities. 
A negotiated sale of a project with an 
up-front grant or loan can only be 
made to the unit of general local gov-
ernment, which includes public housing 
agencies, in the area in which the 
project is located; or a State agency 
designated by the chief executive offi-
cer of the State in which the project is 
located; or an agency of the Federal 
government. The governmental entity 
in such a sale must take title to the 
project. 

(2) Other sales and purchasers. All 
sales which provide up-front grants or 
loans to entities other than those de-
scribed in paragraph (c)(1) of this sec-
tion must be conducted through a com-
petitive selection process. All general 
and limited partnerships or their nomi-
nees, joint ventures or other entities 

assembled for purposes of purchasing 
the project and which have a govern-
mental entity as a partner or other 
participant are considered profit moti-
vated purchasers and not governmental 
entities, whether or not there is a non- 
profit, public, corporate or individual 
general partner. 

(d) Up-front grant or loan amount. The 
maximum that HUD will fund per 
project in an up-front grant or loan is 
50 percent of total development cost 
(TDC), or $40,000 per affordable, fin-
ished unit, whichever amount is less. 
TDC covers demolition, environmental 
hazard remediation, construction ma-
terials, artisan services, professional 
services, developers services, and over-
head, relocation and operating losses 
that are incurred to plan, perform and 
complete repairs or rebuilding. 

[64 FR 72412, Dec. 27, 1999] 

Subpart B—Sale of HUD-Held 
Multifamily Mortgages 

§ 290.30 General. 
(a) Except as otherwise provided in 

§ 290.31(a)(2), HUD will sell HUD-held 
multifamily mortgages on a competi-
tive basis. HUD retains full discretion 
to offer any qualifying mortgage for 
sale and to withhold or withdraw any 
offered mortgage from sale. However, 
when a qualifying mortgage is offered 
for sale, the procedures set out in this 
subpart will govern the sale. 

(b) References in subpart B of this 
part to mortgages securing subsidized 
projects include HUD-held purchase 
money mortgages on subsidized 
projects. 

[61 FR 11685, Mar. 21, 1996, as amended at 61 
FR 32265, June 21, 1996] 

§ 290.31 Sale of current mortgages se-
curing subsidized projects. 

HUD will sell current mortgages se-
curing subsidized projects, as follows: 

(a) Current mortgages with FHA mort-
gage insurance will be sold either: 

(1) On a competitive basis to FHA-ap-
proved mortgagees; or 

(2) On a negotiated basis, to State or 
local governments, or to a group of in-
vestors that includes an agency of a 
State or local government if, in addi-
tion to meeting the requirements of 

VerDate mar<24>2004 03:38 Apr 20, 2004 Jkt 203077 PO 00000 Frm 00499 Fmt 8010 Sfmt 8010 Y:\SGML\203077T.XXX 203077T



500 

24 CFR Ch. II (4–1–04 Edition) § 290.33 

the Statute, the sales price is the best 
price that HUD can obtain from an 
agency of a State or local government 
while maintaining occupancy for the 
tenant group originally intended to be 
served by the subsidized housing pro-
gram. 

(b) Current mortgages without FHA 
mortgage insurance will be sold if HUD 
can offer protections equivalent to 
those listed for an insured sale in para-
graph (a) of this section. 

§ 290.33 Sale of delinquent mortgages 
securing subsidized projects. 

Delinquent mortgages securing sub-
sidized projects will be sold only if, as 
part of the sales transaction: 

(a) The mortgages are restructured; 
and 

(b) Either FHA mortgage insurance 
or equivalent protections are provided. 

§ 290.35 Sale of HUD-held mortgages 
securing unsubsidized projects. 

HUD’s policy for selling HUD-held 
mortgages securing unsubsidized 
projects is as follows: 

(a) Current mortgages may be sold 
with or without FHA mortgage insur-
ance. 

(b) Delinquent mortgages may be sold 
without FHA mortgage insurance. 
However, delinquent mortgages will 
not be sold if: 

(1) HUD believes that foreclosure is 
unavoidable; and 

(2) The project securing the mortgage 
is occupied by very low-income tenants 
who are not receiving housing assist-
ance and would be likely to pay rent in 
excess of 30 percent of their adjusted 
monthly income if HUD sold the mort-
gage. 

§ 290.37 Requirements for continuing 
Federal rental subsidy contracts. 

For any mortgage that, at the time 
HUD offers the mortgage for sale with-
out FHA mortgage insurance, is delin-
quent and secures a subsidized project 
or unsubsidized project that receives 
any of the forms of assistance enumer-
ated in paragraphs (4)(i) to (4)(iv) of the 
‘‘subsidized project’’ definition in 
§ 290.3: 

(a) The mortgage purchaser and its 
successors and assigns shall require the 
mortgagor to record a covenant run-

ning with the land as part of any loan 
restructuring or of a final compromise 
of the mortgage debt and shall include 
a covenant in any foreclosure deed exe-
cuted in connection with the mortgage. 
The covenant shall continue in effect 
until the last federal project-based 
rental assistance contract expires by 
its own terms. The covenant shall pro-
vide that, except where otherwise ap-
proved by HUD, a project purchaser 
shall agree to assume the obligations 
of any outstanding: 

(1) Project-based federal rental sub-
sidy contract; and 

(2) Tenant-based Section 8 housing 
assistance payments contract with a 
public housing agency and the related 
lease. 

(b) In the event of foreclosure of the 
mortgage sold by HUD, the mortgage 
purchaser and its successors and as-
signs: 

(1) Shall foreclose in a manner that 
does not interfere with any lease re-
lated to federal project-based assist-
ance or any lease related to tenant- 
based, Section 8 housing assistance 
payments; and 

(2) Shall foreclose in manner that en-
sures that the right of possession of the 
purchaser at a foreclosure sale shall be 
subject to the terms of any residential 
lease not subject to paragraph (b)(1) of 
this section for the remaining term of 
the lease or for one year, whichever pe-
riod is shorter. 

[61 FR 11685, Mar. 21, 1996, as amended at 61 
FR 32265, June 21, 1996] 

§ 290.39 Nondiscrimination in admit-
ting certificate and voucher hold-
ers. 

(a) Nondiscrimination requirement. For 
any mortgage described in paragraphs 
(c) or (d) of this section that HUD sells 
without FHA mortgage insurance, the 
project owner shall not unreasonably 
refuse to lease a dwelling unit offered 
for rent, offer to sell cooperative stock, 
or otherwise discriminate in the terms 
of tenancy or cooperative purchase and 
sale because any tenant or purchaser is 
a certificate or voucher holder under 24 
CFR part 982. 

(b) Inapplicability to current mortgages 
securing unsubsidized projects that re-
ceive no project based-assistance. The 
nondiscrimination requirements of this 
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section do not apply to any mortgage 
that is current under the terms of the 
mortgage at the time HUD offers it for 
sale, if the mortgage secures an unsub-
sidized project that does not receive 
any of the forms of project-based as-
sistance enumerated in paragraphs 
(4)(i) to (4)(iv) of the ‘‘subsidized 
project’’ definition in § 290.3. 

(c) Applicability to mortgages securing 
unsubsidized projects receiving project- 
based assistance (partially-assisted 
projects) or securing subsidized projects. 
(1) The nondiscrimination requirement 
in paragraph (a) of this section applies 
to the project owner upon the sale of a 
mortgage without FHA mortgage in-
surance if, at the time HUD offers it 
for sale, the mortgage secures: 

(i) An unsubsidized project that re-
ceives any of the forms of assistance 
enumerated in paragraphs (4)(i) to 
(4)(iv) of the ‘‘subsidized project’’ defi-
nition in § 290.5; or 

(ii) A subsidized project, as defined in 
§ 290.3. 

(2) This requirement shall continue 
in effect until the mortgage debt is sat-
isfied. 

(d) Covenant requirement for all delin-
quent mortgages sold without FHA mort-
gage insurance. This paragraph (d) ap-
plies to the sale of any mortgage that 
is delinquent at the time HUD offers it 
for sale without FHA mortgage insur-
ance, without regard to the subsidy 
status of the project. The mortgage 
purchaser and its successors and as-
signs shall require the mortgagor to 
record a covenant running with the 
land as part of any loan restructuring 
or final compromise of the mortgage 
debt and shall include a covenant in 
any foreclosure deed executed in con-
nection with the mortgage. The cov-
enant shall set forth the non-
discrimination requirement in para-
graph (a) of this section. The covenant 
shall continue in effect until a date 
that is the same as the maturity date 
of the mortgage sold by HUD. 

[61 FR 11685, Mar. 21, 1996; 61 FR 19188, May 
1, 1996, as amended at 61 FR 32265, June 21, 
1996] 

PART 291—DISPOSITION OF HUD- 
ACQUIRED SINGLE FAMILY 
PROPERTY 

Subpart A—General Provisions 

Sec. 
291.1 Purpose and general requirements. 
291.5 Definitions. 
291.10 General policy regarding rental of ac-

quired property. 

Subpart B—Disposition by Sale 

291.90 Sales methods. 
291.100 General policy. 

Subpart C—Sales Procedures 

291.200 Future REO acquisition method. 
291.205 Competitive sales of individual prop-

erties. 
291.210 Direct sales procedures. 

Subpart D—Sale of HUD-Held Single Family 
Mortgage Loans 

291.301 Definitions. 
291.302 Purpose and general policy. 
291.303 Eligible bidders. 
291.304 Bidding process. 
291.305 Selection of bids and execution of 

Loan Sale Agreement. 
291.306 Closing requirements. 
291.307 Servicing requirements. 

Subpart E—Lease and Sale of HUD-Ac-
quired Single Family Properties for the 
Homeless 

291.400 Purpose and scope. 
291.405 Definitions. 
291.415 Lease with option to purchase prop-

erties for use by the homeless. 
291.430 Elimination of lead-based paint haz-

ards. 
291.435 Applicability of other Federal re-

quirements. 
291.440 Recordkeeping requirements. 

Subpart F—Officer Next Door Sales 
Program 

291.500 What is the purpose of the Officer 
Next Door Sales Program? 

291.510 How does the Officer Next Door 
Sales Program work? 

291.520 How do I qualify to purchase a home 
through the Officer Next Door Sales Pro-
gram? 

291.530 Who qualifies as a law enforcement 
officer? 

291.540 What is the owner-occupancy term? 
291.550 What is the second mortgage? 
291.560 May I purchase a multi-unit prop-

erty through the Officer Next Door Sales 
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Program if I plan to live in one of the 
units as my sole residence? 

291.570 What continuing obligations apply 
to me if I purchase a home through the 
Officer Next Door Sales Program? 

291.580 May governmental entities and pri-
vate nonprofit organizations purchase 
homes through the Officer Next Door 
Sales Program? 

291.590 How are the terms governmental en-
tities and private nonprofit organization 
defined? 

AUTHORITY: 12 U.S.C. 1701 et seq.; 42 U.S.C. 
1441, 1441a, 1551a, and 3535(d). 

SOURCE: 56 FR 46956, Sept. 16, 1991, unless 
otherwise noted. 

Subpart A—General Provisions 

SOURCE: 64 FR 6479, Feb. 9, 1999, unless oth-
erwise noted. 

§ 291.1 Purpose and general require-
ments. 

(a) Purpose. (1) This part governs the 
disposition of one-to-four family prop-
erties acquired by the Federal Housing 
Administration (FHA) through fore-
closure of an insured or Secretary-held 
mortgage or loan under the National 
Housing Act, or acquired by HUD under 
section 312 of the Housing Act of 1964. 
HUD will issue detailed policies and 
procedures that must be followed in 
specific areas. 

(2) The purpose of the property dis-
position program is to dispose of prop-
erties in a manner that expands home-
ownership opportunities, strengthens 
neighborhoods and communities, and 
ensures a maximum return to the 
mortgage insurance funds. 

(b) Nondiscrimination policy. The re-
quirements set forth in 24 CFR parts 5 
and 110 apply to the administration of 
any activity under this part. In addi-
tion, in accordance with 24 CFR 
9.155(a), HUD must ensure that its poli-
cies and practices in conducting the 
single family property disposition pro-
gram do not discriminate on the basis 
of disability. 

§ 291.5 Definitions. 
(a) The term Secretary is defined in 24 

CFR part 5. 
(b) Other terms used in this part are 

defined as follows: 
Competitive sale of individual property 

means a sale of an individual property 

to an individual bidder through a 
sealed bid process (or other bid process 
specifically authorized by the Sec-
retary) in competition with other bid-
ders in which properties have been pub-
licly advertised to all prospective pur-
chasers for bids. 

Direct sale means a sale to a selected 
purchaser to the exclusion of all others 
without resorting to advertising for 
bids. Such a sale is available only to 
approved applicants. 

Eligible properties means HUD-ac-
quired properties designated by HUD 
for property disposition or other hous-
ing programs. 

HUD means the Department of Hous-
ing and Urban Development or its con-
tractor, as appropriate. 

Insured mortgage means a mortgage 
insured under the National Housing 
Act (12 U.S.C. 1701 et seq.). 

Investor purchaser means a purchaser 
who does not intend to use the prop-
erty as his or her principal residence. 

Owner-occupant purchaser means a 
purchaser who intends to use the prop-
erty as his or her principal residence; a 
State, governmental entity, tribe, or 
agency thereof; or a private nonprofit 
organization as defined in this section. 
Governmental entities include those 
with general governmental powers 
(e.g., a city or county), as well as those 
with limited or special powers (e.g., 
public housing agencies). 

Private nonprofit organization means a 
secular or religious organization, no 
part of the net earnings of which may 
inure to the benefit of any member, 
founder, contributor, or individual. The 
organization must: 

(1) Have a voluntary board; 
(2)(i) Have a functioning accounting 

system that is operated in accordance 
with generally accepted accounting 
principles; or 

(ii) Designate an entity that will 
maintain a functioning accounting sys-
tem for the organization in accordance 
with generally accepted accounting 
principles; 

(3) Practice nondiscrimination in the 
provision of assistance in accordance 
with the authorities described in 
§ 291.435(a); and 

(4) Have nonprofit status as dem-
onstrated by approval under section 
501(c)(3) of the Internal Revenue Code 
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(26 U.S.C. 501(c)(3)), or demonstrate 
that an application for such status is 
currently pending approval. 

State means any of the several 
States, the District of Columbia, the 
Commonwealth of Puerto Rico, the 
Virgin Islands, Guam, American 
Samoa, the Northern Mariana Islands, 
the Trust Territory of the Pacific Is-
lands, and any other territory or pos-
session of the United States. 

Tribe has the meaning provided for 
the term ‘‘Indian tribe’’ in section 102 
of the Housing and Community Devel-
opment Act of 1974 (42 U.S.C. 5302). 

§ 291.10 General policy regarding rent-
al of acquired property. 

HUD will lease acquired property to 
comply with other designated HUD 
programs, or when the Secretary deter-
mines that it is in the interest of HUD. 
Leases may include an option to pur-
chase in appropriate circumstances. 

Subpart B—Disposition by Sale 

SOURCE: 64 FR 6480, Feb. 9, 1999, unless oth-
erwise noted. 

§ 291.90 Sales methods. 

HUD will prescribe the terms and 
conditions for all methods of sale. HUD 
may, in its discretion, on a case-by- 
case basis or as a regular course of 
business, choose from among the fol-
lowing methods of sale: 

(a) Future REO acquisition method. 
The Future Real Estate-Owned (REO) 
acquisition method consists of a prop-
erty acquisition agreement (or agree-
ments) between HUD and a transferor 
(or transferors), which shall provide for 
the right and obligation of the trans-
feror(s) to acquire a future quantity of 
properties designated by HUD as they 
become available. HUD will select such 
transferor(s) through a competitive 
process, in accordance with all applica-
ble laws and regulations, including the 
requirements in § 291.200. The trans-
feror(s) shall have the right and obliga-
tion to manage and dispose of the prop-
erties upon such terms and conditions 
as are approved by the Secretary; 

(b) Competitive sales of individual prop-
erties. This method consists of competi-
tive sales of individual properties to in-

dividual buyers, the procedures for 
which are described in § 291.205; 

(c) Direct sales methods. There are 
three types of direct sales methods: 

(1) Direct sales of properties without 
insured mortgages to governmental en-
tities and private nonprofit organiza-
tions, the procedures for which are de-
scribed in § 291.210(a); 

(2) Direct sales to displaced persons, 
sales of razed lots, or auctions, the pro-
cedures for which are described in 
§ 291.210(b); 

(3) Direct sales to other individuals 
or entities that do not meet any of the 
categories specified in paragraphs (a) 
through (d) of this section, under the 
circumstances and procedures de-
scribed in § 291.210(c); 

(d) Bulk sales, the procedures for 
which are described in § 291.210(d); or 

(e) Other sales methods. HUD may se-
lect any other methods of sale, as de-
termined by the Secretary. 

§ 291.100 General policy. 

For all sales, except as otherwise spe-
cifically indicated, those sales con-
ducted in accordance with §§ 291.90(a) 
and 291.200 or with subpart D of this 
part, the following general policies 
apply: 

(a) Qualified purchaser. (1) Anyone, 
including a purchaser from a transferor 
of a property pursuant to §§ 291.90(a) 
and 291.200, regardless of race, color, re-
ligion, sex, national origin, familial 
status, age, or disability may offer to 
buy a HUD-owned property, except 
that: 

(i) No member of or delegate to Con-
gress is eligible to buy or benefit from 
a purchase of a HUD-owned property; 
and 

(ii) No nonoccupant mortgagor 
(whether an original mortgagor, 
assumptor, or a person who purchased 
‘‘subject to’’) of an insured mortgage 
who has defaulted, thereby causing 
HUD to pay an insurance claim on the 
mortgage, is eligible to repurchase the 
same property. 

(2) Neither HUD nor any transferor 
pursuant to §§ 291.90(a) or 291.200 will 
offer former mortgagors in occupancy 
who have defaulted on the mortgage 
the right of first refusal to repurchase 
the same property. 
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(3) HUD will offer tenants accepted 
under the occupied conveyance proce-
dures outlined in 24 CFR 203.670 
through 203.685 the right of first refusal 
to purchase the property only if: 

(i) The tenant has a recognized abil-
ity to acquire financing and a good 
rent-paying history, and has made a re-
quest to HUD to be offered the right of 
first refusal; or 

(ii) State or local law requires that 
tenants be offered the right of first re-
fusal. 

(b) List price. The list price, or ‘‘ask-
ing price,’’ assigned to the property is 
based upon an appraisal conducted by 
an independent real estate appraiser 
using nationally recognized industry 
standards for the appraisal of residen-
tial property. 

(c) Insurance. Properties may be sold 
under the following programs: 

(1) Insured. A property that meets the 
Minimum Property Standards (MPS), 
as determined by the Secretary, for ex-
isting dwellings (Requirements for Ex-
isting Housing, One to Four Family 
Living Units, HUD Handbook 4905.1, 
which is available at the Department 
of Housing and Urban Development, 
HUD Customer Service Center, 451 7th 
Street, SW, Room B–100, Washington, 
DC 20410; by calling (202) 708–3151; or via 
the Internet at www.hud.gov) will be 
offered for sale in ‘‘as-is’’ condition 
with FHA mortgage insurance avail-
able. Flood insurance must be obtained 
and maintained as provided in 24 CFR 
203.16a. 

(2) Insured with repair escrow. A prop-
erty that requires no more than $5,000 
for repairs to meet the MPS, as deter-
mined by the Secretary, will be offered 
for sale in ‘‘as-is’’ condition with FHA 
mortgage insurance available, provided 
the mortgagor establishes a cash es-
crow to ensure the completion of the 
required repairs. 

(3) Uninsured. A property that fails to 
qualify under either paragraph (c)(1) or 
(c)(2) of this section will be offered for 
sale either in ‘‘as-is’’ condition without 
mortgage insurance available, or in 
‘‘as-is’’ condition under section 203(k) 
of the National Housing Act (12 U.S.C. 
1709(k)). 

(d) Financing. (1) Except as provided 
in paragraph (d)(2) of this section, the 
purchaser is entirely responsible for 

obtaining financing for purchasing a 
property. 

(2) HUD, in its sole discretion, may 
take back purchase money mortgages 
(PMMs) on property purchased by gov-
ernmental entities or private nonprofit 
organizations who buy property for ul-
timate resale to owner-occupant pur-
chasers with incomes at or below 115 
percent of the area median income. 
When offered by HUD, a PMM will be 
available in an amount determined by 
the Secretary to be appropriate, at 
market rate interest, for a period not 
to exceed 5 years. Mortgagors must 
meet FHA mortgage credit standards. 

(3) Purchase money mortgage (PMM). 
For purposes of this section, the term 
‘‘purchase money mortgage,’’ or PMM 
means a note secured by a mortgage or 
trust deed given by a buyer, as mort-
gagor, to the seller, as mortgagee, as 
part of the purchase price of the real 
estate. 

(e) Environmental requirements and 
standards. Sales under this part are 
subject to the environmental require-
ments and standards described in 24 
CFR part 50, as applicable. 

(f) [Reserved] 
(g) Lead-based paint poisoning preven-

tion. Properties constructed before 1978 
are subject to the requirements of the 
Lead-Based Paint Poisoning Preven-
tion Act (42 U.S.C. 4821–4846), the Resi-
dential Lead-Based Paint Hazard Re-
duction Act of 1992 (42 U.S.C. 4851–4856), 
and implementing regulations at part 
35, subparts A, B, F, and R, of this 
title. 

(h) Listings. Any real estate broker 
who has agreed to comply with HUD 
requirements may participate in the 
sales program. Purchasers partici-
pating in the competitive sales pro-
gram, except government entities and 
nonprofit organizations, must submit 
bids through a participating broker. 

(1) Open listings. Except as provided 
in paragraph (h)(2) of this section, 
properties are sold on an open listing 
basis with participating real estate 
brokers. 

(2) Asset management and listing con-
tracts. (i) A local HUD office may invite 
firms experienced in property manage-
ment to compete for contracts that 
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provide for an exclusive right to man-
age and list specified properties in a 
given area. 

(ii) In areas where a broker has an 
exclusive right to list properties, a pur-
chaser may use a broker of his or her 
choice. The purchaser’s broker must 
submit the bid to HUD through the ex-
clusive broker. 

[64 FR 6480, Feb. 9, 1999, as amended at 64 FR 
50225, Sept. 15, 1999] 

Subpart C—Sales Procedures 

SOURCE: 64 FR 6481, Feb. 9, 1999, unless oth-
erwise noted. 

§ 291.200 Future REO acquisition 
method. 

(a) Under this method of property 
disposition, HUD will enter into a prop-
erty acquisition agreement (or agree-
ments) with a transferor (or trans-
ferors), which shall provide for the 
right and obligation of the trans-
feror(s) to acquire a future quantity of 
properties designated by HUD as they 
become available. The transferor(s) 
will be selected through a competitive 
process, conducted in accordance with 
applicable laws. HUD will negotiate the 
specific terms of the property acquisi-
tion agreement(s) with the selected 
transferor(s). The properties will be 
available on an ‘‘as-is’’ basis only, 
without repairs or warranties. 

(b) Eligible entities. An individual, 
partnership, corporation, or other legal 
entity will not be eligible to partici-
pate in this process if at the time of 
the sale, that individual or entity is 
debarred, suspended, or otherwise pre-
cluded from doing business with HUD 
under 24 CFR part 24. 

§ 291.205 Competitive sales of indi-
vidual properties. 

When HUD conducts competitive 
sales of individual properties to indi-
vidual buyers, it will sell the properties 
on an ‘‘as-is’’ basis, without repairs or 
warranties, and it will follow the sales 
procedures provided in this section. 

(a) General. (1) Properties that are 
sold on an individual competitive bid 
basis are sold through local real estate 
brokers, except as provided in 
§ 291.100(h). 

(2) For properties being offered with 
insured mortgages, priority will be 
given to owner-occupant purchasers, as 
defined in § 291.5, for a period of up to 30 
days, as determined by HUD. For prop-
erties offered without insured mort-
gages, priority will be given to govern-
mental entities and nonprofit organiza-
tions prior to other owner-occupant 
purchasers. 

(b) Net offer. (1) The net offer is cal-
culated by subtracting from the bid 
price the dollar amounts for the financ-
ing and loan closing costs and the bro-
ker’s sales commission, as described in 
paragraph (b)(2) of this section. 

(2) If requested by the purchaser in 
the bid, HUD will pay all or a portion 
of the financing and loan closing costs 
and the broker’s sales commission, not 
to exceed the percentage of the pur-
chase price determined appropriate by 
the Secretary for the area. In no event 
will the total amount for broker’s sales 
commission exceed 6 percent of the 
purchase price, except for cash bonuses 
offered to brokers by HUD for the sale 
of hard-to-sell properties. 

(c) Acceptable bid. HUD will accept 
the bid producing the greatest net re-
turn to HUD and otherwise meeting the 
terms of HUD’s offering of the prop-
erty, with priority given to owner-oc-
cupant purchasers as described in para-
graph (a)(2) of this section. The great-
est net return is calculated based on 
the net offer, as described in paragraph 
(b) of this section. 

(d) Bid period. (1) HUD will establish 
a bid period for properties available for 
sale. Generally, the bid period will be 
10 days, but may be lengthened or 
shortened by HUD. After properties are 
initially advertised, bids may be sub-
mitted by all potential purchasers. 
However, in the case of properties of-
fered with insured mortgages, HUD 
may give priority to owner-occupant 
purchasers for a period of up to 30-days, 
as described in paragraph (a)(2) of this 
section. 

(2) HUD may treat all bids received 
during a specified period of time during 
the bid period to have been received si-
multaneously. HUD may also choose to 
review bids on a daily basis, with all 
bids submitted during each day consid-
ered to have been received simulta-
neously. HUD may use either (or both) 
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of these methods during the bid period, 
as described in the bid materials ac-
companying a particular sale. 

(3) Offers received on a property be-
fore the bid period begins will be re-
turned. Offers received after the bid pe-
riod will not be considered at the bid 
opening, but will be considered during 
the extended listing period if no ac-
ceptable bid was received during the 
bid period (see paragraph (f) of this sec-
tion). 

(e) Full price offers. HUD local offices 
that operate under a ‘‘full price offer’’ 
program open offers at specified times 
during the bid period. If an offer for the 
full list price and otherwise meeting 
the terms of the offering is received, it 
will be accepted at the time of the 
opening and the bid period cancelled. 

(f) Extended listing period. Properties 
not sold during the bid period will re-
main available for an extended listing 
period. All bids received on each day of 
the extended listing period will be con-
sidered as being received simulta-
neously, and will be opened together at 
the next scheduled daily bid opening. 
Properties that fail to sell within 45 
days after being offered for competitive 
bidding will be reanalyzed and made 
available for sale. If a property’s price 
or terms are changed, it may be subject 
to another competitive bid period as 
described in paragraph (d) of this sec-
tion. 

(g) Bid requirements. (1) All successful 
bids submitted, whether during the bid 
period or the extended listing period, 
must be in a form prescribed by HUD, 
and must be submitted in accordance 
with procedures established by HUD. If 
the purchase is to be an insured sale, a 
local HUD office may also require that 
supporting exhibits for mortgage credit 
analysis accompany the initial submis-
sion of the bid. All bids not indicating 
that the purchaser will occupy the 
property will be considered as offers 
from investor purchasers. 

(2) Noncomplying bids will be re-
turned to the broker with an expla-
nation for the noncompliance decision 
and information about whether the 
property is still available. 

(h) Earnest money deposits. (1) The 
amount of earnest money deposit re-
quired for a property with a sales price 
of $50,000 or less is $500, except that for 

vacant lots the amount is 50 percent of 
the list price. For a property with a 
sales price greater than $50,000, the 
amount of earnest money deposit re-
quired in the area is set by the local 
HUD office, in an amount not less than 
$500 or more than $2,000. Information 
on the amount of the required earnest 
money deposit is available from the 
local HUD office or participating real 
estate brokers. 

(2) All bids must be accompanied by 
earnest money deposits in the form of 
a cash equivalent as prescribed by the 
Secretary, or a certification from the 
real estate broker that the earnest 
money has been deposited in the bro-
ker’s escrow account. If a bid is accept-
ed by HUD, the earnest money deposit 
will be credited to the purchaser at 
closing; if the bid is rejected, the ear-
nest money deposit will be returned. 
Earnest money deposits are subject to 
total or partial forfeiture for failure to 
close a sale. 

(i) Multiple bids. Real estate brokers 
may submit unlimited numbers of bids 
on an individual property provided 
each bid is from a different prospective 
purchaser. If a purchaser submits mul-
tiple bids on the same property, only 
the bid producing the highest net re-
turn to HUD will be considered. If a 
prospective owner-occupant purchaser 
submits a bid on more than one prop-
erty, the bid that produces the greatest 
net return to HUD will be accepted and 
all other bids from that purchaser will 
be eliminated from consideration. How-
ever, if the prospective owner-occupant 
purchaser has submitted the only ac-
ceptable bid on another property, then 
that bid must be accepted and all other 
bids from that purchaser on any other 
properties will be eliminated from con-
sideration. 

(j) Identical bids. In the case of iden-
tical bids submitted by an owner-occu-
pant purchaser and an investor pur-
chaser, HUD will select the bid sub-
mitted by the owner-occupant pur-
chaser. If identical bids are submitted 
by two or more owner-occupant pur-
chasers, or by two or more investor 
purchasers, award will be determined 
by drawing lots. 

(k) Opening the bids. Unless the Sec-
retary specifically authorizes another 
bid process: 
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(1) The successful bids will be opened 
publicly at a time and place designated 
by the local HUD office. 

(2) Successful bidders will be notified 
through their real estate brokers by 
mail, telephone, or other means. Infor-
mation regarding losing bids will also 
be made available either through elec-
tronic posting or by contacting the 
local HUD office. Acceptance of a bid is 
final and effective only upon HUD’s 
execution of the sales contract, signed 
by both the submitting real estate 
broker and the prospective purchaser, 
and mailing of a copy of the executed 
contract to the successful bidder or the 
bidder’s agent. 

(l) Counteroffers. If all bids received 
on a property are unacceptable, a local 
HUD office may notify all bidders or 
their brokers that HUD will accept an 
offer equalling a predetermined net ac-
ceptable price. Bidders must submit an 
acceptable offer before the established 
bid cut-off period, to be determined by 
the local HUD office. The highest ac-
ceptable offer received within the spec-
ified period of time, including any offer 
received from a bidder who did not sub-
mit a bid during the bid period, will be 
accepted, thus terminating the 
counteroffer negotiations. 

§ 291.210 Direct sales procedures. 
When HUD conducts the sales listed 

in § 291.90(c), it will sell the properties 
on an ‘‘as-is’’ basis, without repairs or 
warranties, and it will follow the appli-
cable sales procedures provided in this 
section. 

(a) Direct sales of properties without in-
sured mortgages to governmental entities 
and private nonprofit organizations. (1) 
State and local governments, public 
agencies, and qualified private non-
profit organizations that have been 
preapproved to participate by HUD, ac-
cording to standards determined by the 
Secretary, may purchase properties di-
rectly from HUD at a discount off the 
list price determined by the Secretary 
to be appropriate, but not less than 10 
percent, for use in HUD and local hous-
ing or homeless programs. 

(2)(i) Purchasers under paragraph 
(a)(1) of this section must designate 
geographical areas of interest by ZIP 
code. Upon request, before those prop-
erties without insured mortgages are 

publicly listed, HUD will assure that 
governmental entities and nonprofit 
organizations are notified in writing 
when eligible properties become avail-
able in the areas designated by them. 
HUD will coordinate the dissemination 
of the information to ensure that if 
more than one purchaser designates a 
specific area, those purchasers receive 
the list of properties at the same time, 
based on intervals agreed upon between 
HUD and the purchasers. A property in 
this section will be sold to the first eli-
gible purchaser submitting an accept-
able contract. All bids received on the 
same business day will be considered to 
have been received simultaneously. In 
the case of identical bids submitted on 
the same business day, award will be 
determined by drawing lots. 

(ii) Purchasers under paragraph (a)(1) 
of this section must notify HUD of pre-
liminary interest in specific properties 
within 5 days of the notification of 
available properties (if notification is 
by mail, the 5 days will begin to run 5 
days after mailing). HUD will provide a 
consideration and inspection period for 
these purchasers. The consideration 
and inspection period will usually be 
for ten days from the date of notifica-
tion of interest, but may be lengthened 
or shortened by HUD, as appropriate. 
Those properties in which purchasers 
express an interest will be held off the 
market for the duration of the consid-
eration and inspection period. Other 
properties on the list will continue to 
be processed for public sale. HUD may 
limit the number of properties held off 
the market for a purchaser at any one 
time, based upon the purchaser’s finan-
cial capacity as determined by HUD 
and upon past performance in HUD pro-
grams. At the end of the consideration 
and inspection period, properties in 
which no governmental entity or non-
profit organization has expressed a spe-
cific intent to purchase will be offered 
for sale under the competitive bid proc-
ess. Properties in which a govern-
mental entity or nonprofit organiza-
tion expressed an intent to purchase, 
during the consideration and inspec-
tion period, will continue to be held off 
the market pending receipt of the sales 
contract. If a sales contract is not re-
ceived within a time period of up to 10 
days, as determined by HUD, following 
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expiration of the consideration and in-
spection period, and no other govern-
mental entity or nonprofit organiza-
tion has expressed an interest, then the 
property will be offered for sale under 
the competitive bid process. 

(3) In order to ensure that properties 
purchased at a discount are being uti-
lized for expanding affordable housing 
opportunities, HUD may require, as ap-
propriate, periodic, limited informa-
tion regarding the purchase and resale 
of such properties, and certain restric-
tions on the resale of such properties. 

(b) Direct sales to displaced persons; 
razed lots; auctions. HUD may seek to 
dispose of individual properties to indi-
vidual buyers through methods such as 
direct sales to displaced persons, sales 
of razed lots, or auctions. These sales 
will be upon such terms and conditions 
as the Secretary may prescribe. 

(c) Direct sales to individuals or enti-
ties. HUD may also seek to dispose of 
properties through direct sales to other 
individuals or entities that do not meet 
any of the categories specified in this 
section, if the Assistant Secretary for 
Housing-Federal Housing Commis-
sioner (or his or her designee) finds in 
writing that such sales would further 
the goals of the National Housing Act 
(12 U.S.C. 1701 et seq.) and would be in 
the best interests of the Secretary. 
These sales will be upon such terms 
and conditions as the Secretary may 
prescribe. 

(d) Bulk sales. HUD may seek to dis-
pose of properties through bulk sales. 
Such sales will be upon such terms and 
conditions as the Secretary may pre-
scribe. 

Subpart D—Sale of HUD-Held 
Single Family Mortgage Loans 

SOURCE: 62 FR 3769, Jan. 24, 1997, unless 
otherwise noted. 

§ 291.301 Definitions. 
For purposes of this subpart, the fol-

lowing definitions apply: 
Bid package means the documents 

prepared for bidders in a mortgage loan 
sale, and includes the following: An Ex-
ecutive Summary containing informa-
tion on FHA single family mortgage 
loan sales and background on HUD pro-
grams; a description of post-sale serv-

icing requirements; due diligence infor-
mation and reports; mortgage loan in-
formation; a copy of the Loan Sale 
Agreement and its exhibits; bidding 
and closing information; and such 
other information and requirements as 
the Secretary may determine nec-
essary. 

Payment plan agreement, for purposes 
of § 291.307(c)(2), means an agreement 
between the purchaser and the mort-
gagor for payments after the 36-month 
period of statutorily authorized for-
bearance relief has expired. 

Single family mortgage loan means a 
mortgage loan on a single family prop-
erty assigned to HUD under section 
230(b) of the National Housing Act (as 
that subsection existed prior to Janu-
ary 26, 1996) (12 U.S.C. 1715u), a mort-
gage loan on a single family property 
insured by HUD under section 221 of 
the National Housing Act (12 U.S.C. 
1715l), a mortgage loan on a single fam-
ily property issued in connection with 
the settlement of the Ferrell litigation, 
a purchase money mortgage loan 
issued by HUD on a single family prop-
erty sold from HUD’s inventory that 
was not connected with the settlement 
of the Ferrell litigation, or any other 
single family mortgage loan owned by 
HUD and representing an asset to 
HUD’s Title II mortgage insurance 
funds. 

Single family property means a resi-
dence with one to four dwelling units. 

§ 291.302 Purpose and general policy. 
This subpart sets forth HUD’s policy 

and procedures for the sale of HUD- 
held single family mortgage loans. In 
general, HUD will sell both performing 
and nonperforming HUD-held single 
family mortgage loans. HUD will sell 
all mortgage loans without recourse 
and without FHA insurance. HUD will 
package pools of single family mort-
gage loans for sale to the general pub-
lic on a competitive basis; however, 
HUD may sell mortgage loans to gov-
ernment-sponsored enterprises (GSEs) 
on a negotiated basis. Nothing in this 
subpart shall be construed to prevent 
HUD from packaging single family 
mortgage loans with other types of 
HUD assets for sale. The Secretary re-
tains full discretion to offer any quali-
fying pool of mortgage loans for sale 
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and to withhold or withdraw any of-
fered pool of mortgage loans from sale. 
However, when HUD offers a qualifying 
mortgage loan for sale, the procedures 
set out in this subpart and in the bid 
package will govern the sale of HUD- 
held single family mortgage loans. 

§ 291.303 Eligible bidders. 
HUD will provide information on the 

eligibility of bidders in the bid pack-
age, a notice in the FEDERAL REGISTER, 
or other means, at the Secretary’s full 
discretion. However, an individual, 
partnership, corporation, or other legal 
entity will not be eligible to bid for 
any loan pool, either as an individual 
or a participant, if at the time of the 
sale, that individual or entity is 
debarred or suspended from doing busi-
ness with HUD under 24 CFR part 24. 

§ 291.304 Bidding process. 
(a) Submission of bids. All bids must 

be submitted to HUD in accordance 
with instructions in the bid package 
for a particular sale. 

(b) Effect of bid. By submitting a bid, 
the bidder is making an offer to pur-
chase single family mortgage loans as 
presented in the bid package. Submis-
sion of a bid constitutes acceptance of 
the terms and conditions set forth in 
the bid package. Along with the bid, 
the bidder must submit an executed 
copy of the Loan Sale Agreement, 
which is included in the bid package. 

(c) Earnest money deposits. The bidder 
must submit to HUD, along with its 
bid, an earnest money deposit in an 
amount to be determined by HUD. The 
earnest money deposit is nonrefundable 
to the winning bidder and will be cred-
ited toward the purchase price. 

(d) Termination of offering. HUD re-
serves the right to terminate an offer-
ing in whole or in part at any time be-
fore the bid date. 

(e) Withdrawal of loans. HUD reserves 
the right, in its sole discretion and for 
any reason whatsoever, to withdraw 
loan assets from a pool prior to the bid 
date. Any earnest money deposits re-
lating to withdrawn loan assets will be 
retained by HUD and credited toward 
the total purchase price of the remain-
ing loan assets in the pool, in accord-
ance with the Loan Sale Agreement. 
After the bid date, HUD can withdraw 

mortgage loans in accordance with the 
Loan Sale Agreement. 

(f) Rejection of bids. (1) HUD may, in 
its sole discretion, reject any bid under 
the following circumstances: 

(i) If the bid does not conform with 
the instructions in the bid package; or 

(ii) If, in HUD’s sole discretion, it de-
termines that such action would be in 
the best interests of the U.S. Govern-
ment. 

(2) HUD can also issue a conditional 
rejection that will become an accept-
ance upon fulfillment of HUD’s re-
quests. 

(g) Withdrawal of bids. A bidder may 
withdraw a previously submitted bid in 
accordance with the instructions in the 
bid package for a particular sale. 

(h) Bids by brokers or agents. Any bid 
by a broker or agent for a principal 
must be in the name of the principal 
and signed by the broker/agent as the 
attorney-in-fact for the principal. All 
such bid documents must be executed 
so as to bind the principal by the 
broker/agent as the attorney-in-fact. A 
power of attorney satisfactory to HUD 
as to form and content must be sub-
mitted with each bid. 

§ 291.305 Selection of bids and execu-
tion of Loan Sale Agreement. 

HUD will evaluate bids, select suc-
cessful bids, and notify the successful 
bidder in a manner set forth in the bid 
package. HUD will complete the execu-
tion of the Loan Sale Agreement when 
it accepts the successful bid. 

§ 291.306 Closing requirements. 
(a) Closing date payment. On the clos-

ing date, the purchaser must pay to 
HUD the closing date payment, con-
sisting of the balance of the amount 
due on the bid price, as adjusted in ac-
cordance with the Loan Sale Agree-
ment. 

(b) Closing documents. HUD will exe-
cute and deliver to the purchaser a bill 
of sale transferring title to the mort-
gage loans sold in the sale. The pur-
chaser must deliver to HUD the docu-
ments required at closing, in addition 
to the closing date payment. 

§ 291.307 Servicing requirements. 
(a) Use of HUD-approved servicing 

mortgagees. All mortgage loans must be 
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serviced by HUD-approved servicing 
mortgagees for the remaining life of 
the mortgage loans. A purchaser that 
is not a HUD-approved servicing mort-
gagee must retain a HUD-approved 
servicing mortgagee to service the 
mortgage loans. 

(b) Continuation of mortgagor rights. 
The purchaser may take all lawful 
steps to collect the amounts due under 
the mortgage loans. These steps may 
include foreclosure, but only after the 
servicer has provided all required 
forms of relief for the mortgagor in ac-
cordance with paragraph (c) of this sec-
tion. The purchaser and its servicer, 
and any subsequent transferee of or 
servicer for the mortgage loan, will be 
fully bound by the terms of the Loan 
Sale Agreement, including those terms 
that provide the mortgagor with any 
rights regarding forbearance, assist-
ance, or reinstatement of the mortgage 
loan. 

(c) Purchaser’s protection of mortga-
gor’s rights—(1) Assigned mortgage loans 
during forbearance period. This para-
graph (c)(1) explains how a purchaser 
(or a servicer of a purchased mortgage 
loan) must service a mortgage loan 
that was assigned to HUD under sec-
tion 230(b) of the National Housing Act 
(as that subsection existed prior to 
January 26, 1996), for which not more 
than 36 months has expired since the 
mortgage loan assignment was accept-
ed by the Secretary. Such a purchaser 
must service these mortgage loans in 
essentially the same manner as HUD 
was required to service the loans while 
HUD held them. Specific servicing re-
quirements will be set forth in the 
Loan Sale Agreement for each sale. 

(2) Assigned mortgage loans after the 
initial 36-month forbearance period. This 
paragraph (c)(2) explains how a pur-
chaser (or a servicer of a purchased 
mortgage loan) must service a mort-
gage loan that was assigned to HUD 
under section 230(b) of the National 
Housing Act (as that subsection existed 
prior to January 26, 1996), for which 
more than 36 months has expired since 
the mortgage loan assignment was ac-
cepted by the Secretary. 

(i) Such purchaser may require the 
mortgagor to pay at least the full 
monthly payment due under the mort-
gage loan. A purchaser may also re-

quire a mortgagor to pay increased 
monthly mortgage loan payments 
under a renewed payment plan agree-
ment to reduce the amount in arrears 
if the mortgagor’s available income (as 
calculated according to the Loan Sale 
Agreement) can support the increased 
payments. A purchaser must renew 
payment plan agreements at least 
through and including the expiration of 
the original term of the mortgage loan, 
so long as the mortgagor complies with 
the prior payment plan agreement. 

(ii) If the mortgagor defaults under a 
payment plan agreement established 
by the purchaser, the mortgagor shall 
have the right to reinstate the most re-
cent payment plan agreement if the 
mortgagor makes a lump sum payment 
in an amount necessary to cure the de-
fault. If the mortgagor defaults under 
the most recent payment plan agree-
ment and does not reinstate, the pur-
chaser may terminate the payment 
plan agreement and take such action 
as may be permitted under the terms of 
the mortgage. 

(iii) The purchaser’s right to demand 
payment of a reinstatement amount 
from the mortgagor may be limited by 
the terms of the Loan Sale Agreement. 

(3) Section 221 Mortgages. This para-
graph (c)(3) explains how a purchaser 
(or a servicer of a purchased mortgage) 
must service a mortgage assigned to 
HUD under section 221(g)(4) of the Na-
tional Housing Act. 

(i) Current section 221(g)(4) mortgage 
loans. Section 221(g)(4) mortgage loans 
that are current as of the closing date 
are not subject to the servicing re-
quirements set forth in paragraphs 
(c)(1) and (c)(2) of this section. 

(ii) Defaulted section 221(g)(4) mortgage 
loans. With respect to any section 
221(g)(4) mortgage loan as to which a 
payment default has occurred, and as 
to which HUD, as of the closing date, 
was providing or had agreed to provide 
forbearance relief, the purchaser must 
continue to provide forbearance relief 
and must service such mortgage loans 
as set forth in paragraphs (c)(1) and 
(c)(2) of this section. 

(d) Section 235 mortgage loans—(1) As-
sistance payments contract. If, prior to 
the mortgage loan sale, the assistance 
payments contract has not been pre-
viously terminated under 24 CFR 
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235.375(a), the contract will terminate 
as to each mortgage loan upon the sale 
of the mortgage loan. The purchasing 
mortgagee will therefore not receive 
any assistance payments on behalf of 
the mortgagor for any Section 235 
mortgage loan sold. 

(2) Reduction in interest rates. For a 
Section 235 mortgage loan that was ac-
companied by an assistance payments 
contract that was still in effect on the 
date of the sale, the Secretary will re-
duce the interest rate on the mortgage 
loan to a rate to be determined by the 
Secretary. 

Subpart E—Lease and Sale of 
HUD-Acquired Single Family 
Properties for the Homeless 

§ 291.400 Purpose and scope. 
(a) Purpose. HUD seeks to assist indi-

viduals and families who are homeless 
by providing them with transitional 
housing and appropriate supportive 
services with the goal of helping them 
move to independent living. Therefore, 
HUD will make available, to applicants 
approved by HUD, certain HUD-ac-
quired single family properties for use 
by the homeless. 

(b) Applicant preapproval. Before a 
field office may notify an applicant of 
eligible properties, the applicant must 
be preapproved by HUD, according to 
procedures available from the field of-
fice. 

(c) Property available for lease with op-
tion to purchase. HUD will make avail-
able up to 10 percent of its total inven-
tory of properties, before or after they 
are listed for sale to the public. 

(d) Property available under a McKin-
ney Act Supportive Housing program 
lease-option agreement. Eligible prop-
erties will be available under a lease- 
option to purchase agreement to Sup-
portive Housing program applicants for 
acquisition grants under 24 CFR part 
583. 

(e) Properties available for sale. Eligi-
ble properties will be available for 
competitive sale or direct sale for fair 
market value, less a discount deter-
mined appropriate by the Secretary 
but not less than 10 percent. 

(f) Concentration of properties. To the 
extent practicable and possible, HUD 
will avoid excessive concentration in a 

single neighborhood of properties 
leased or sold under this subpart. 

(g) Failure to comply with requirements. 
Failure to comply with this subpart, or 
a lease issued under this subpart, may 
result in termination from the pro-
gram. 

(Approved by the Office of Management and 
Budget under OMB control number 2502–0412) 

[61 FR 55714, Oct 28, 1996] 

§ 291.405 Definitions. 

For purposes of this subpart E: 
Applicant means a State, metropoli-

tan city, urban county, governmental 
entity, tribe, or private nonprofit orga-
nization that submits a written expres-
sion of interest in eligible properties 
under this subpart E. Governmental 
entities include those that have gen-
eral governmental powers (e.g., a city 
or county), as well as those with lim-
ited or special powers (e.g., public 
housing agencies or State housing fi-
nance agencies). In the case of appli-
cants leasing properties while their ap-
plications for Supportive Housing as-
sistance are pending, ‘‘applicant’’ is de-
fined in 24 CFR part 583. 

Homeless means: 
(1) Individuals or families who lack 

the resources to obtain housing, whose 
annual income is not in excess of 50 
percent of the median income for the 
area, as determined by HUD, and who: 

(i) Have a primary nighttime resi-
dence that is a public or private place 
not designed for, or ordinarily used as, 
a regular sleeping accommodation for 
human beings; 

(ii) Have a primary nighttime resi-
dence that is a supervised publicly or 
privately operated shelter designed to 
provide temporary living accommoda-
tions (including welfare hotels, con-
gregate shelters, and transitional hous-
ing, but excluding prisons or other de-
tention facilities); or 

(iii) Are at imminent risk of home-
lessness because they face immediate 
eviction and have been unable to iden-
tify a subsequent residence, which 
would result in emergency shelter 
placement (except that persons facing 
eviction on the basis of criminal con-
duct such as drug trafficking and viola-
tions of handgun prohibitions shall not 
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be considered homeless for purposes of 
this definition); or 

(2) Persons with disabilities who are 
about to be released from an institu-
tion and are at risk of imminent home-
lessness because no subsequent resi-
dences have been identified and be-
cause they lack the resources and sup-
port networks necessary to obtain ac-
cess to housing. 

Lessee means the applicant, approved 
by HUD as financially responsible, that 
executes a lease agreement with HUD 
for an eligible property. 

[64 FR 6482, Feb. 9, 1999] 

§ 291.415 Lease with option to pur-
chase properties for use by the 
homeless. 

(a) Certification. Eligible properties 
are available for lease to applicants, 
approved by HUD, that certify that the 
property will be utilized only for the 
purpose of providing transitional hous-
ing for the homeless during the lease 
term, and that the intended use of the 
property will be consistent with all 
local laws and regulations. The lease 
agreement will be in a form prescribed 
by the Secretary. Lessees must execute 
a sublease with occupants in a form 
prescribed by the Secretary limiting an 
occupant’s tenancy to no longer than 
two years. 

(b) Term of lease. (1) A lease of an eli-
gible property may be negotiated for 
such time as the lessee requires, not to 
exceed one year. Leases are renewable, 
at the option of the lessee and with the 
approval of HUD, at the end of the first 
lease term for up to four additional 
one-year terms, on a year-to-year 
basis, provided the lessee has met the 
requirements under this program. 

(2) Approvals for lease renewals will 
be denied if HUD determines that the 
lessee has not complied with the re-
quirements of this part of the lease. 

(3) A property will not be leased to a 
lessee for a period longer than five 
years. At the end of the five-year pe-
riod, if the lessee has not exercised the 
option to purchase, HUD will notify 
the lessee to vacate the property and, 
if necessary, will take appropriate ac-
tion under the eviction laws of the ju-
risdiction in which the property is lo-
cated. All property returned to HUD 
must be vacant, and will be placed on 

the market for sale to the general pub-
lic. 

(4) Within 30 days of leasing a prop-
erty from HUD or within 30 days after 
a property is vacated, a lessee must 
sublease the property to the homeless, 
unless a longer period is approved by 
HUD. 

(c) Rent. (1) The lessee must pay HUD 
a nominal rent of $1 for each one-year 
lease period. 

(2) A lessee may charge rent, includ-
ing utilities, to an occupant at a rate 
appropriate to the financial means of 
the occupant. Unless HUD approves 
after consideration of such factors as 
the cost of operating housing in the 
area and the amount of the lessee’s 
contributions to the program, such 
rent may not exceed the highest of: 

(i) Thirty percent of the family’s 
monthly adjusted income (adjustment 
factors include the number of people in 
the family, age of family members, 
medical expenses, and child care ex-
penses); 

(ii) Ten percent of the family’s 
monthly income; or 

(iii) If the family is receiving pay-
ments for welfare assistance from a 
public agency and a part of the pay-
ments, adjusted in accordance with the 
family’s actual housing costs, is spe-
cifically designated by the agency to 
meet the family’s housing costs, the 
portion of the payments that is des-
ignated. 

(3) In no event may the rent charged 
an occupant exceed the occupant’s pro 
rata share of the lessee’s costs of oper-
ating the property. 

(d) Damage to leased properties. Any 
damage to leased property caused by 
the intentional or negligent acts of the 
lessee or occupants must be repaired by 
the lessee at its own expense. If the les-
see does not make the necessary re-
pairs within a reasonable time after 
the damage occurs, HUD may, at its 
option, make the repairs and charge 
the cost to the lessee. Failure by the 
lessee to make the necessary repairs or 
to reimburse HUD for the cost of re-
pairs will constitute grounds for termi-
nation of the lease and may result in 
termination from the program. 

(e) Purchase of leased properties. (1) 
Lessees that desire to purchase leased 
properties during the lease term will be 
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offered the properties at the lower of 
the fair market value established at 
the time of the initiation of the lease 
or at the time of the sale, less a dis-
count determined appropriate by the 
Secretary but not less than 10 percent, 
provided lessees agree to use the prop-
erties either to house low-income ten-
ants for a period of not less than 10 
years or to resell the properties to low- 
income buyers. If the lessee does not 
agree to such conditions, the lessee 
must purchase the properties at the 
higher of the fair market value at the 
time of the initiation of the lease or at 
the time of the sale, less 10 percent. 
Any repairs to or rehabilitation of a 
property done by a lessee during the 
lease term will not be reflected in the 
purchase price. 

(2) Sales of leased properties will be 
on as-is, all-cash basis. HUD will not 
pay a fee for a selling broker. HUD will 
pay the closing agent’s fee. The pur-
chaser must pay all other closing costs. 

[61 FR 55715, Oct. 28, 1996] 

§ 291.430 Elimination of lead-based 
paint hazards. 

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 at 
part 35, subparts A, B, F, and R of this 
title, apply activities covered by this 
subpart. 

[64 FR 50225, Sept. 15, 1999] 

§ 291.435 Applicability of other Federal 
requirements. 

In addition to the requirements set 
forth in 24 CFR part 5, the following 
Federal requirements apply to lessees 
and purchasers under this subpart: 

(a) Nondiscrimination and equal oppor-
tunity. (1) The nondiscrimination and 
equal opportunity requirements set 
forth in 24 CFR part 5 are modified as 
follows: 

(i) As applicable, lessees and pur-
chasers must also comply with the 
Americans With Disabilities Act (42 
U.S.C. 12131) and implementing regula-
tions in 28 CFR parts 35 and 36. 

(ii) The requirements of section 3 of 
the Housing and Urban Development 
Act of 1968 (12 U.S.C. 1701u), and Execu-

tive Order 11246 (30 FR 12319, 12935, 3 
CFR, 1946–1965 Comp., p. 339; Executive 
Order 11625 (36 FR 19967, 3 CFR, 1971– 
1975 Comp., p. 616); Executive Order 
12432 (48 FR 32551, 3 CFR, 1983 Comp., p. 
198; and Executive Order 12138 (44 FR 
29637, 3 CFR, 1979 Comp., p. 393) do not 
apply to this subpart. 

(2) Lessees or purchasers that intend 
to serve designated populations of the 
homeless must comply, within the des-
ignated population, with the require-
ments for nondiscrimination on the 
basis of race, color, religion, sex, na-
tional origin, age, familial status, and 
disability. 

(3) If the procedures that the lessee 
or purchaser intends to use to make 
known the availability of housing are 
unlikely to reach persons of any par-
ticular race, color, religion, sex, age, 
national origin, familial status, or dis-
ability who may qualify for admission 
to the housing, the recipient must es-
tablish additional procedures that will 
ensure that interested persons can ob-
tain information concerning the avail-
ability of the housing. 

(4) The lessee or purchaser must 
adopt procedures to make available in-
formation on the existence and loca-
tions of facilities and services that are 
accessible to persons with a handicap 
and maintain evidence of implementa-
tion of the procedures. 

(b) Conflicts of interest. No person who 
is an employee, agent, consultant, offi-
cer, or elected or appointed official of 
the lessee or purchaser of property 
under this subpart, or who is in a posi-
tion to participate in a decisionmaking 
process or gain inside information with 
regard to the lease or purchase of the 
property, may obtain a personal or fi-
nancial interest or benefit from the 
lease or purchase of the property, or 
have an interest in any contract, sub-
contract, or agreement with respect 
thereto, or the proceeds thereunder, ei-
ther for himself or herself or for those 
with whom he or she has family or 
business ties, during his or her tenure 
or for one year thereafter. 

[61 FR 55715, Oct. 28, 1996] 

§ 291.440 Recordkeeping requirements. 

Each lessee must establish and main-
tain sufficient records to enable the 
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Secretary to determine whether the re-
quirements of this subpart have been 
met. This includes, where available, ra-
cial, ethnic, gender, and disability sta-
tus data on the applicants for, and 
beneficiaries of, this homeless initia-
tive. 

(Approved by the Office of Management and 
Budget under OMB control number 2502–0412) 

[61 FR 55716, Oct. 28, 1996] 

Subpart F—Officer Next Door Sales 
Program 

SOURCE: 64 FR 36212, July 2, 1999, unless 
otherwise noted. 

§ 291.500 What is the purpose of the 
Officer Next Door Sales Program? 

The purpose of the Officer Next Door 
Sales Program is to promote safe 
neighborhoods by encouraging law en-
forcement officers to purchase, and live 
in as their sole residence, homes lo-
cated in economically distressed neigh-
borhoods. 

§ 291.510 How does the Officer Next 
Door Sales Program work? 

(a) The Officer Next Door Sales Pro-
gram enables a full-time law enforce-
ment officer to purchase a HUD-ac-
quired home located in a HUD-des-
ignated Revitalization Area or HUD- 
approved exception area: 

(1) At a discount from the list price; 
and 

(2) With a reduced downpayment, if: 
(i) The home is eligible for an FHA- 

insured mortgage; and 
(ii) The law enforcement officer 

chooses to finance the home through 
an FHA-insured mortgage, and is quali-
fied to obtain such a mortgage. 

(b) Under the Officer Next Door sales 
Program, all properties acquired by 
HUD (both those that are eligible for 
FHA mortgage insurance and those 
that are not eligible) located in HUD- 
designated Revitalization Areas are 
made available to interested law en-
forcement officers, government enti-
ties, and nonprofit organizations prior 
to listing the properties for sale to the 
general public. Purchasers must notify 
HUD of their geographic area of inter-
est and will be given five (5) days to in-
dicate their preliminary interest in a 

specific property as more fully ex-
plained in § 291.210(a). 

§ 291.520 How do I qualify to purchase 
a home through the Officer Next 
Door Sales Program? 

To qualify to purchase a home 
through the Officer Next Door Sales 
Program you must: 

(a) Be a full-time law enforcement of-
ficer as described in § 291.530; 

(b) Agree to own, and live in as your 
sole residence, the home for the entire 
duration of the owner-occupancy term; 

(c) Agree to execute a second mort-
gage and note on the home as described 
in § 291.550 for the difference between 
the list price and the discounted selling 
price; 

(d) Agree that you will not own any 
residential real property, other than 
the home you purchase through the Of-
ficer Next Door Sales Program, during 
the owner-occupancy period. 

§ 291.530 Who qualifies as a law en-
forcement officer? 

You qualify as a law enforcement of-
ficer, for the purposes of the Officer 
Next Door Sales Program, if you are: 

(a) Employed full-time by: 
(1) A Federal, state, county or munic-

ipal government; or 
(2) A public or private college or uni-

versity; and 
(b) In carrying out such full-time em-

ployment, you are sworn to uphold, 
and make arrests for violations of, Fed-
eral, state, county, or municipal law. 

[64 FR 36212, July 2, 1999, as amended at 65 
FR 60326, Oct. 10, 2000] 

§ 291.540 What is the owner-occupancy 
term? 

The owner-occupancy term is the 
number of years a participant in the 
Officer Next Door Sales Program must 
agree to own, and live in as their sole 
residence, a home purchased through 
the Officer Next Door Sales Program. 
The owner-occupancy term is deter-
mined by HUD. 

§ 291.550 What is the second mortgage? 
The second mortgage is a mortgage 

and note on the home you purchase 
through the Officer Next Door Sales 
Program. The amount of the second 
mortgage is the difference between the 
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list price of the home and the dis-
counted selling price. The second mort-
gage will have the same term as the 
owner-occupancy term. The amount of 
the second mortgage will be reduced, 
according to a schedule established by 
HUD, periodically over the owner-occu-
pancy term. If you fail to meet any of 
the continuing obligations of the OND 
Sales Program, you will owe HUD the 
amount due on the second mortgage. 
At the end of the owner-occupancy 
term, the amount of the second mort-
gage will be zero. 

§ 291.560 May I purchase a multi-unit 
property through the Officer Next 
Door Sales Program if I plan to live 
in one of the units as my sole resi-
dence? 

No, only single-unit properties are el-
igible for the Officer Next Door Sales 
Program. 

§ 291.570 What continuing obligations 
apply to me if I purchase a home 
through the Officer Next Door Sales 
Program? 

To remain a participant in the Offi-
cer Next Door Sales Program you 
must, for the entire duration of the 
owner-occupancy term: 

(a) Continue to own, and live in as 
your sole residence, the home you pur-
chased through the Officer Next Door 
Sales Program; 

(b) Not own any other residential 
real property other than the home you 
purchased through the Officer Next 
Door Sales Program; and 

(c) Certify initially and once annu-
ally that paragraphs (a) and (b) of this 
section continue to be true. 

§ 291.580 May governmental entities 
and private nonprofit organizations 
purchase homes through the Officer 
Next Door Sales Program? 

Yes, governmental entities and pri-
vate nonprofit organizations may pur-
chase homes through the Officer Next 
Door Sales Program, if they intend to 
resell these homes directly to law en-
forcement officers under the terms and 
conditions of the Officer Next Door 
Sales Program. In order to participate, 
governmental entities and private non-
profit organizations must either: 

(a) Assign the sales contract to a 
qualified law enforcement officer be-
fore, or at the time of, closing; or 

(b) Participate in a three party clos-
ing with the qualified law enforcement 
officer. 

§ 291.590 How are the terms govern-
mental entities and private non-
profit organization defined? 

The terms Governmental entities and 
Private nonprofit organization are de-
fined in § 291.5 of this part. 
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