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The HOME Investment Partnership Program (“HOME”) is the largest Federal block grant to State and local governments designed exclusively to create affordable housing for low-income households. Each year it allocates more than $1 billion among the States and hundreds of localities nationwide. The following is an overview of some of the requirements imposed on developers which accept federal HOME funds for rental properties.  A full copy of the federal regulations governing HOME can be found at http://www.hud.gov/cpd/home/homereg.html.  More information about HOME is available at HUD’s web site: http://www.hud.gov/progdesc/home1a.html.

I.
INCOME AND RENTAL LIMITS UNDER THE HOME PROGRAM

Every HOME-assisted unit is subject to rent controls designed to make sure that rents are affordable to low-income households.  The time period in which the rent controls remain in effect  (“Period of Affordability”) is determined by the amount of HOME funds and the local government agency distributing the HOME funds. The Period of Affordability generally ranges between five and twenty years.

1.
At least twenty percent of the units in projects with five or more HOME-assisted units must be occupied by households earning fifty percent or less of the median family income for the geographic area.  The maximum rent the owner may charge on these units is called the “LOW HOME rent.” LOW HOME rent, set by HUD, is based on 30% of the income for a family earning 50% median family income (“MFI”) for the area.   

2.
The remaining units with HOME assistance must be made available to families earning less than 80% median family income. The exact percentage will be determined by the local governmental agency disbursing the funds, since the regulations require that 90% of all families in each governmental jurisdiction assisted with HOME funds earn less than 60% median family income. The maximum rent the owner may charge on these units is called the “HIGH HOME rent.”  HIGH HOME rent, set by HUD, is based on 30% of the income for a family earning 65% median family income.   

Median family income for each geographic jurisdiction in the United States is set annually by HUD.  The income restrictions and rents for HOME-assisted units are available on HUD’s web site: www.hud.gov/cpd/home/homeweb.html.  The exact proportion of income-restricted units will be determined by the CHDO’s contract with the local governmental agency distributing the funds.  A utility allowance, as determined by the governmental agency, must also be subtracted from the HOME rent.  HOME HIGH and LOW rents are also available from the Texas Department of Housing and Community Affairs web site: www.tdhca.texas.gov/HOMEapps.html#exhibits.
II.
TENANT LEASE PROTECTIONS UNDER THE HOME PROGRAM

There are at least four tenant protections under the HOME Program that differ from the protections provided by Texas landlord-tenant law:

1.
HOME rules require that property owners offer a lease term of at least one year, unless the tenant and owner mutually agree to a lesser term.

2.
An owner may not terminate the tenancy or refuse to renew the lease of a tenant of rental housing assisted with HOME funds except for serious or repeated violations of the terms of the lease and violations of applicable federal, state, or local laws.  Any termination or refusal to renew must be preceded by not less than thirty-days written notice from the owner specifying the grounds for action.

3.
The owner must maintain the development in compliance with Housing Quality Standards.

4.
An owner is prohibited by HUD regulations from including certain provisions in a lease--most of these terms are also prohibited by Texas law.  The primary difference between the HOME prohibited lease terms and standard Texas leases (i.e., Texas Apartment Association; Texas Association of Realtors) is that HOME properties are barred from executing a landlord lien.  As a result, CHDOs should consider utilizing an addendum to their lease if they are using a standard private landlord lease. A model lease form addendum for CHDOs is available on the Texas C-BAR web site.

III. 
TENANT SELECTION UNDER THE HOME PROGRAM
The HOME program requires Property owners to have written tenant selection procedures and policies which:

1.
are consistent with the purpose of providing housing for very-low and low-income families;

2.
are reasonable, given HOME program eligibility and acceptance requirements;

3.
give consideration to housing needs of families and recipients of Section 8 housing assistance;

4.
select tenants from a written waiting list in chronological order; and

5.
give prompt written notification of rejection and the grounds for the rejection.
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