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the sale remain after covering costs of 
the sale, paying off other outstanding 
debt secured by the property that was 
incurred for the purpose of acquisition 
or property improvement, and paying 
any other amounts due in connection 
with the sale. The amount payable on 
the note must be reduced by a percent-
age of the original principal amount of 
the note for each full month of owner-
ship by the subsequent homeowner. 
The percentage must be computed by 
determining the percentage of the term 
of the promissory note the homeowner 
has owned the property. The remainder 
may be retained by the subsequent 
homeowner selling the property. 

(e) Additional restrictions. Notwith-
standing paragraph (a) of this section, 
an applicant may propose in its appli-
cation, and HUD may approve, addi-
tional reasonable restrictions on the 
resale of units under the program. HUD 
does not encourage additional restric-
tions, but HUD approval will be based 
on a review of the individual cir-
cumstances. However, HUD will not ap-
prove restrictions that it determines 
will substantially limit the ability of 
homeowners to realize financial appre-
ciation in the value of their homes. 

[58 FR 36526, July 7, 1993, as amended at 61 
FR 48798, Sept. 16, 1996] 

§ 572.135 Use of proceeds from sales to 
eligible families, resale proceeds, 
and program income. 

(a) Proceeds from sales. The recipient 
or another entity approved by HUD 
must use the proceeds, if any, from the 
initial sale for costs of their HOPE 3 
program, including additional home-
ownership opportunities eligible under 
the HOPE 3 program, improvements to 
properties under the HOPE 3 program, 
business opportunities for low-income 
families participating in the HOPE 3 
program, supportive services related to 
the HOPE 3 program, and other activi-
ties approved by HUD, either as part of 
the approved application or later on re-
quest. Such proceeds include the full 
consideration received by the recipient 
or other entity for the property, in-
cluding principal and interest on pur-
chase money loans from HOPE 3 funds 
or match. 

(b) Resale proceeds. Fifty percent of 
any portion of the net sales proceeds 

that may not be retained by the home-
owner under § 572.130(c), (d), and (e) 
must be paid to the recipient, or an-
other entity approved by HUD, for use 
for additional homeownership opportu-
nities eligible under the HOPE 3 pro-
gram, improvements to properties 
under the HOPE 3 program, business 
opportunities for homeowners under 
the HOPE 3 program, supportive serv-
ices related to the HOPE 3 program, 
and other activities approved by HUD 
in the approved homeownership pro-
gram or later on request. The remain-
ing 50 percent must be collected by the 
recipient and returned to HUD within 
15 days of the sale for use under the 
HOPE 3 program, subject to any limi-
tations contained in appropriations 
Acts. 

(c) Requirements for use of sale and re-
sale proceeds. Sale and resale proceeds 
must be committed for approved ac-
tivities within one year of receipt. All 
sale and resale proceeds must be ac-
counted for by the recipient, and 50 
percent of all resale proceeds received 
by the recipient must be returned to 
HUD, as described in paragraph (b) of 
this section. Recipients may use up to 
15 percent of their sale and resale pro-
ceeds for administrative expenses to 
expand their HOPE 3 program and pro-
vide additional homeownership oppor-
tunities. Recipients must retain 
records on the use of these funds to the 
same level of detail as required of 
grant funds under the HOPE 3 system 
or whatever records HUD otherwise 
prescribes. The recipient, and any 
other entity approved by HUD to ad-
minister the sale and resale proceeds, 
remain responsible to comply with the 
requirements of this part, or such 
other requirements as HUD may pre-
scribe (consistent with then applicable 
law) in closeout procedures or agree-
ments. 

(d) Program income. Any program in-
come, as defined in § 572.5, received by 
the recipient may be added to the funds 
committed to the grant agreement by 
HUD and the recipient, in accordance 
with the requirements of parts 84 and 
85 of this title, as applicable. 

[58 FR 36526, July 7, 1993, as amended at 60 
FR 36018, July 12, 1995; 62 FR 34145, June 24, 
1997] 
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