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Office of the Assistant Secretary, HUD § 982.632 

§ 982.631 Homeownership option: 
Home inspections, contract of sale, 
and PHA disapproval of seller. 

(a) HQS inspection by PHA. The PHA 
may not commence monthly home-
ownership assistance payments or pro-
vide a downpayment assistance grant 
for the family until the PHA has in-
spected the unit and has determined 
that the unit passes HQS. 

(b) Independent inspection. (1) The 
unit must also be inspected by an inde-
pendent professional inspector selected 
by and paid by the family. 

(2) The independent inspection must 
cover major building systems and com-
ponents, including foundation and 
structure, housing interior and exte-
rior, and the roofing, plumbing, elec-
trical, and heating systems. The inde-
pendent inspector must be qualified to 
report on property conditions, includ-
ing major building systems and compo-
nents. 

(3) The PHA may not require the 
family to use an independent inspector 
selected by the PHA. The independent 
inspector may not be a PHA employee 
or contractor, or other person under 
control of the PHA. However, the PHA 
may establish standards for qualifica-
tion of inspectors selected by families 
under the homeownership option. 

(4) The independent inspector must 
provide a copy of the inspection report 
both to the family and to the PHA. The 
PHA may not commence monthly 
homeownership assistance payments, 
or provide a downpayment assistance 
grant for the family, until the PHA has 
reviewed the inspection report of the 
independent inspector. Even if the unit 
otherwise complies with the HQS (and 
may qualify for assistance under the 
PHA’s tenant-based rental voucher pro-
gram), the PHA shall have discretion 
to disapprove the unit for assistance 
under the homeownership option be-
cause of information in the inspection 
report. 

(c) Contract of sale. (1) Before com-
mencement of monthly homeownership 
assistance payments or receipt of a 
downpayment assistance grant, a mem-
ber or members of the family must 
enter into a contract of sale with the 
seller of the unit to be acquired by the 
family. The family must give the PHA 

a copy of the contract of sale (see also 
§ 982.627(a)(7)). 

(2) The contract of sale must: 
(i) Specify the price and other terms 

of sale by the seller to the purchaser. 
(ii) Provide that the purchaser will 

arrange for a pre-purchase inspection 
of the dwelling unit by an independent 
inspector selected by the purchaser. 

(iii) Provide that the purchaser is not 
obligated to purchase the unit 

unless the inspection is satisfactory 
to the purchaser. 

(iv) Provide that the purchaser is not 
obligated to pay for any necessary re-
pairs. 

(v) Contain a certification from the 
seller that the seller has not been 
debarred, suspended, or subject to a 
limited denial of participation under 
part 24 of this title. 

(d) PHA disapproval of seller. In its ad-
ministrative discretion, the PHA may 
deny approval of a seller for any reason 
provided for disapproval of an owner in 
§ 982.306(c). 

[65 FR 55163, Sept. 12, 2000, as amended at 67 
FR 64494, Oct. 18, 2002]

§ 982.632 Homeownership option: Fi-
nancing purchase of home; afford-
ability of purchase. 

(a) The PHA may establish require-
ments for financing purchase of a home 
to be assisted under the homeowner-
ship option. Such PHA requirements 
may include requirements concerning 
qualification of lenders (for example, 
prohibition of seller financing or case-
by-case approval of seller financing), or 
concerning terms of financing (for ex-
ample, a prohibition of balloon pay-
ment mortgages, establishment of a 
minimum homeowner equity require-
ment from personal resources, or provi-
sions required to protect borrowers 
against high cost loans or predatory 
loans). A PHA may not require that 
families acquire financing from one or 
more specified lenders, thereby re-
stricting the family’s ability to secure 
favorable financing terms. 

(b) If the purchase of the home is fi-
nanced with FHA mortgage insurance, 
such financing is subject to FHA mort-
gage insurance requirements. 

(c) The PHA may establish require-
ments or other restrictions concerning 
debt secured by the home.
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(d) The PHA may review lender quali-
fications and the loan terms before au-
thorizing homeownership assistance. 
The PHA may disapprove proposed fi-
nancing, refinancing or other debt if 
the PHA determines that the debt is 
unaffordable, or if the PHA determines 
that the lender or the loan terms do 
not meet PHA qualifications. In mak-
ing this determination, the PHA may 
take into account other family ex-
penses, such as child care, unreim-
bursed medical expenses, homeowner-
ship expenses, and other family ex-
penses as determined by the PHA. 

(e) All PHA financing or affordability 
requirements must be described in the 
PHA administrative plan. 

[65 FR 55163, Sept. 12, 2000, as amended at 66 
FR 33613, June 22, 2001]

§ 982.633 Homeownership option: Con-
tinued assistance requirements; 
Family obligations. 

(a) Occupancy of home. Homeowner-
ship assistance may only be paid while 
the family is residing in the home. If 
the family moves out of the home, the 
PHA may not continue homeownership 
assistance after the month when the 
family moves out. The family or lender 
is not required to refund to the PHA 
the homeownership assistance for the 
month when the family moves out. 

(b) Family obligations. The family 
must comply with the following obliga-
tions. 

(1) Ongoing counseling. To the extent 
required by the PHA, the family must 
attend and complete ongoing home-
ownership and housing counseling. 

(2) Compliance with mortgage. The 
family must comply with the terms of 
any mortgage securing debt incurred to 
purchase the home (or any refinancing 
of such debt). 

(3) Prohibition against conveyance or 
transfer of home. (i) So long as the fam-
ily is receiving homeownership assist-
ance, use and occupancy of the home is 
subject to § 982.551(h) and (i). 

(ii) The family may grant a mortgage 
on the home for debt incurred to fi-
nance purchase of the home or any refi-
nancing of such debt. 

(iii) Upon death of a family member 
who holds, in whole or in part, title to 
the home or ownership of cooperative 
membership shares for the home, 

homeownership assistance may con-
tinue pending settlement of the dece-
dent’s estate, notwithstanding transfer 
of title by operation of law to the dece-
dent’s executor or legal representative, 
so long as the home is solely occupied 
by remaining family members in ac-
cordance with § 982.551(h). 

(4) Supplying required information. (i) 
The family must supply required infor-
mation to the PHA in accordance with 
§ 982.551(b). 

(ii) In addition to other required in-
formation, the family must supply any 
information as required by the PHA or 
HUD concerning: 

(A) Any mortgage or other debt in-
curred to purchase the home, and any 
refinancing of such debt (including in-
formation needed to determine whether 
the family has defaulted on the debt, 
and the nature of any such default), 
and information on any satisfaction or 
payment of the mortgage debt; 

(B) Any sale or other transfer of any 
interest in the home; or 

(C) The family’s homeownership ex-
penses. 

(5) Notice of move-out. The family 
must notify the PHA before the family 
moves out of the home. 

(6) Notice of mortgage default. The 
family must notify the PHA if the fam-
ily defaults on a mortgage securing 
any debt incurred to purchase the 
home. 

(7) Prohibition on ownership interest on 
second residence. During the time the 
family receives homeownership assist-
ance under this subpart, no family 
member may have any ownership inter-
est in any other residential property. 

(8) Additional PHA requirements. The 
PHA may establish additional require-
ments for continuation of homeowner-
ship assistance for the family (for ex-
ample, a requirement for post-purchase 
homeownership counseling or for peri-
odic unit inspections while the family 
is receiving homeownership assist-
ance). The family must comply with 
any such requirements. 

(9) Other family obligations. The fam-
ily must comply with the obligations 
of a participant family described in 
§ 982.551. However, the following provi-
sions do not apply to assistance under 
the homeownership option: § 982.551(c), 
(d), (e), (f), (g) and (j).
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