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days by the owner’s service upon the
tenant of a written notice specifying
the grounds for the action.

(d) Maintenance and replacement. An
owner of rental housing assisted with
HOME funds must maintain the prem-
ises in compliance with all applicable
housing quality standards and local
code requirements.

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

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

(2) Are reasonably related to program
eligibility and the applicant’s ability
to perform the obligations of the lease;

(3) Give reasonable consideration to
the housing needs of families that
would have a preference under section
6(c)(4)(A) of the U.S. Housing Act of
1937 (Federal selection preferences for
admission to public housing); and

(4) Provide for—
(i) The selection of tenants from a

written waiting list in the chrono-
logical order of their application, inso-
far as is practicable; and

(ii) The prompt written notification
to any rejected applicant of the
grounds for any rejection.

Subpart E—Program
Administration

§ 954.500 Repayment of investment.
(a) HOME funds will be made avail-

able pursuant to a HOME Investment
Partnership Agreement. The agree-
ment ensures that HOME funds in-
vested in affordable housing are repay-
able if the housing ceases to qualify as
affordable housing before the period of
affordability expires. The amount of
HOME funds expended on housing as-
sisted with HOME funds that does not
meet the affordability requirements for
the period specified in § 954.306 or
§ 954.307, as applicable, must be repaid
in accordance with paragraph (b) of
this section.

(b) Any repayment of HOME funds
(including repayment required if the
housing no longer qualifies as afford-
able housing), and any payment of in-
terest or other return on the invest-
ment of HOME funds, that is made be-

fore grant close out must be deposited
in the grantee’s account and used in
accordance with the requirements of
this part. A grantee may retain repay-
ments, interest, and other return on in-
vestment of HOME funds that are made
after grant closeout if the grantee
agrees to use the funds for eligible ac-
tivities.

(c) HUD will recapture HOME funds
that are not expended within five years
after the last day of the month in
which it obligated the funds.

(d) Termination before completion. If a
project is terminated before its com-
pletion, whether voluntarily by the
grantee or otherwise, an amount equal
to the HOME funds disbursed for the
project must be paid by the grantee to
its HOME account. If the HOME funds
were disbursed by HUD, the amount
must be paid to HUD; if the HOME
funds were disbursed from the grant-
ee’s account, the amount must be paid
to the grantee’s account. If the amount
is not repaid, the grantee will be sub-
ject to actions under § 954.600 Perform-
ance reviews, § 954.601 Corrective and re-
medial actions, and § 954.602 Notice and
opportunity for hearing; sanctions.

§ 954.501 Grantee responsibilities;
written agreements; monitoring.

(a) Responsibilities. The grantee is re-
sponsible for ensuring that HOME
funds are used in accordance with all
program requirements. The use of sub-
grantees and contractors does not re-
lieve the grantee of this responsibility.

(b) Executing a written agreement. Be-
fore disbursing any HOME funds to any
entity (e.g., for-profit housing devel-
oper, nonprofit organization, home-
owner, or IHA) the grantee must enter
into a written agreement with the enti-
ty ensuring compliance with the re-
quirements of this part. A subgrantee
and a contractor must also enter into a
written agreement before it disburses
funds to any entity. The agreement re-
mains in effect during the period for af-
fordability under § 954.306 or § 954.307, as
applicable, or if the entity is a sub-
grantee, during any period that the en-
tity has control over HOME funds.

(c) Provisions in written agreement. At
a minimum, the written agreement
must include applicable provisions con-
cerning the following items:
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