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§ 960.7 Modifications of applications
prior to project completion.

(a) Modification procedure. If, prior to
final disbursement of funds to a project
from all funding sources, there is or
will be a change in the project that
would change the score that the
project application received in the
funding period in which it was origi-
nally scored and approved, had the
changed facts been operative at that
time, a Bank, in its discretion, may ap-
prove in writing a modification to the
terms of the approved application, pro-
vided that:

(1) The project, incorporating any
such changes, would meet the eligi-
bility requirements of § 960.5(b);

(2) The application, as reflective of
such changes, continues to score high
enough to have been approved in the
funding period in which it was origi-
nally scored and approved by the Bank;
and

(3) There is good cause for the modi-
fication.

(b) Modifications involving a subsidy
increase. Modifications involving an in-
crease in AHP subsidy shall be ap-
proved or disapproved by a Bank’s
board of directors. The authority to ap-
prove or disapprove such requests shall
not be delegated to Bank officers or
other Bank employees.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.8 Procedure for funding.
(a) Disbursement of subsidies to mem-

bers. (1) A Bank may disburse AHP sub-
sidies only to institutions that are
members of the Bank at the time they
request a draw-down of subsidy.

(2) If an institution with an approved
application for AHP subsidy fails to ob-
tain or loses its membership in a Bank,
the Bank may disburse subsidies to a
member of such Bank to which the in-
stitution has transferred its obliga-
tions under the approved application,
or the Bank may disburse subsidies
through another Bank to a member of
that Bank that has assumed the insti-
tution’s obligations under the approved
application.

(b) Homeownership set-aside programs—
(1) Time limit on use of subsidies. If
homeownership set-aside funds are not

drawn down and used by eligible house-
holds within the period of time speci-
fied by the Bank in its AHP implemen-
tation plan, the Bank shall cancel the
application for funds and make the
funds available for other applicants for
homeownership set-aside funds or for
other AHP-eligible projects.

(2) Member certification upon disburse-
ment. Prior to disbursement of home-
ownership set-aside funds by a Bank to
a member, the Bank shall require the
member to certify that:

(i) The funds received from the Bank
will be provided to a household meet-
ing the eligibility requirements of
§ 960.5(a)(2);

(ii) If the member is providing mort-
gage financing to the household, the
member will provide financial or other
incentives in connection with such
mortgage financing, and the rate of in-
terest, points, fees, and any other
charges by the member will not exceed
a reasonable market rate of interest,
points, fees, and other charges for a
loan of similar maturity, terms, and
risk; and

(iii) Funds received from the Bank
for homebuyer counseling costs will be
provided according to the requirements
of § 960.5(a)(7).

(c) Competitive application program—
(1) Time limit on use of subsidies. If AHP
subsidies approved for a project under a
Bank’s competitive application pro-
gram are not drawn down and used by
the project within the period of time
specified by the Bank in its AHP imple-
mentation plan, the Bank shall cancel
its approval of the application for the
subsidies and make the subsidies avail-
able for other AHP-eligible projects.

(2) Compliance upon disbursement of
subsidies. A Bank shall verify prior to
its initial disbursement of subsidies for
an approved project, and prior to each
disbursement thereafter, that the
project meets the eligibility require-
ments of § 960.5(b) and all obligations
committed to in the approved applica-
tion.

(3) Changes in approved AHP subsidy
amount where a direct subsidy is used to
write down prior to closing the principal
amount or interest rate on a loan.—(i)
Change in subsidy amount. If a member
is approved to receive a direct subsidy
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to write down prior to closing the prin-
cipal amount or the interest rate on a
loan to a project and the amount of
subsidy required to maintain the debt
service cost for the loan decreases from
the amount of subsidy initially ap-
proved by the Bank due to a decrease
in market interest rates between the
time of approval and the time the lend-
er commits to the interest rate to fi-
nance the project, the Bank shall re-
duce the subsidy amount accordingly.
If market interest rates rise between
the time of approval and the time the
lender commits to the interest rate to
finance the project, the Bank may, in
its discretion, increase the subsidy
amount accordingly.

(ii) Reconciliation of AHP fund. If a
Bank reduces the amount of AHP sub-
sidy approved for a project, the amount
of such reduction shall be returned to
the Bank’s AHP fund. If a Bank in-
creases the amount of AHP subsidy ap-
proved for a project, the amount of
such increase shall be drawn first from
any currently uncommitted or repaid
AHP subsidies and then from the
Bank’s required AHP contribution for
the next year.

§ 960.9 Modifications of applications
after project completion.

Modification procedure. If, after final
disbursement of funds to a project from
all funding sources, there is or will be
a change in the project that would
change the score that the project appli-
cation received in the funding period in
which it was originally scored and ap-
proved, had the changed facts been op-
erative at that time, a Bank, in its dis-
cretion, may approve in writing a
modification to the terms of the ap-
proved application, provided that:

(a) The project is in financial dis-
tress, or is at substantial risk of falling
into such distress;

(b) The project sponsor or owner has
made best efforts to avoid noncompli-
ance with the terms of the application
for subsidy and the requirements of
this part;

(c) The project, incorporating any
material changes, would meet the eli-
gibility requirements of § 960.5(b); and

(d) The application, as reflective of
such changes, continues to score high
enough to have been approved in the

funding period in which it was origi-
nally scored and approved by the Bank.

[62 FR 41828, Aug. 4, 1997, as amended at 63
FR 27673, May 20, 1998]

§ 960.10 Initial monitoring require-
ments.

(a) Requirements for project sponsors
and owners—(1) Owner-occupied projects.
(i) During the period of construction or
rehabilitation of an owner-occupied
project, the project sponsor must re-
port to the member semiannually on
whether reasonable progress is being
made towards completion of the
project.

(ii) Where AHP subsidies are used to
finance the purchase of owner-occupied
units, the project sponsor must certify
annually to the member and the Bank,
until all approved AHP subsidies are
provided to eligible households in the
project, that those households receiv-
ing AHP subsidies during the year were
eligible households, and such certifi-
cations shall be supported by house-
hold income verification documenta-
tion maintained by the project sponsor
and available for review by the member
or the Bank.

(2) Rental projects. (i) During the pe-
riod of construction or rehabilitation
of a rental project, the project owner
must report to the member semiannu-
ally on whether reasonable progress is
being made towards completion of the
project.

(ii) Within the first year after project
completion, the project owner must:

(A) Certify to the member and the
Bank that the services and activities
committed to in the AHP application
have been provided in connection with
the project;

(B) Provide a list of actual tenant
rents and incomes to the member and
the Bank and certify that:

(1) The tenant rents and incomes are
accurate and in compliance with the
rent and income targeting commit-
ments made in the AHP application;
and

(2) The project is habitable; and
(C) Maintain documentation regard-

ing tenant rents and incomes and
project habitability available for re-
view by the member or the Bank, to
support such certifications.
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