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may not exceed 30 percent of the fam-
ily’s monthly adjusted income. 

(c) Exception for certain homeowner-
ship payments. Homeownership pay-
ments for families who are not low-in-
come, as permitted under § 1006.301(b), 
are not subject to the requirement that 
homebuyer payments may not exceed 
30 percent of the monthly adjusted in-
come of that family. 

(d) Low-income families who receive 
homeownership assistance other than 
lease-purchase assistance are not sub-
ject to the limitations in paragraphs 
(a) and (b) of this section. 

§ 1006.315 Lease requirements. 

Except to the extent otherwise pro-
vided by or inconsistent with the laws 
of the State of Hawaii, in renting 
dwelling units in affordable housing as-
sisted with NHHBG funds, the DHHL, 
owner, or manager must use leases 
that: 

(a) Do not contain unreasonable 
terms and conditions; 

(b) Require the DHHL, owner, or 
manager to maintain the housing in 
compliance with applicable local hous-
ing codes and quality standards; 

(c) Require the DHHL, owner, or 
manager to give adequate written no-
tice of termination of the lease, which 
shall be the period of time required 
under applicable State or local law; 

(d) Specify that, with respect to any 
notice of eviction or termination, not-
withstanding any State or local law, a 
resident shall be informed of the oppor-
tunity, before any hearing or trial, to 
examine any relevant documents, 
record, or regulations directly related 
to the eviction or termination; 

(e) Require that the DHHL, owner, or 
manager may not terminate the ten-
ancy, during the term of the lease, ex-
cept for serious or repeated violation of 
the terms and conditions of the lease, 
violation of applicable Federal, State, 
or local law, or for other good cause; 
and 

(f) Provide that the DHHL, owner, or 
manager may terminate the tenancy of 
a resident for any activity, engaged in 
by the resident, any member of the 
household of the resident, or any guest 
or other person under the control of 
the resident, that: 

(1) Threatens the health or safety of, 
or right to peaceful enjoyment of the 
premises by, other residents or employ-
ees of the DHHL, owner, or manager; 

(2) Threatens the health or safety of, 
or right to peaceful enjoyment of their 
premises by, persons residing in the 
immediate vicinity of the premises; or 

(3) Involves criminal activity (includ-
ing drug-related criminal activity) on 
or off the premises. 

§ 1006.320 Tenant or homebuyer selec-
tion. 

As a condition to receiving grant 
amounts under the Act, the DHHL 
must adopt and use written tenant and 
homebuyer selection policies and cri-
teria that: 

(a) Are consistent with the purpose of 
providing housing for low-income fami-
lies; 

(b) Are reasonably related to pro-
gram eligibility and the ability of the 
tenant or homebuyer assistance appli-
cant to perform the obligations of the 
lease; and 

(c) Provide for: 
(1) The selection of tenants and 

homebuyers from a written waiting list 
in accordance with the policies and 
goals set forth in the housing plan; and 

(2) The prompt notification in writ-
ing of any rejected applicant of the 
grounds for that rejection. 

§ 1006.325 Maintenance, management 
and efficient operation. 

(a) Written policies. The DHHL must 
develop and enforce policies governing 
the management and maintenance of 
rental housing assisted with NHHBG 
funds. 

(b) Disposal of housing. This section 
may not be construed to prevent the 
DHHL, or any entity funded by the 
DHHL, from demolishing or disposing 
of housing, pursuant to regulations es-
tablished by HUD. 

§ 1006.330 Insurance coverage. 
(a) In general. As a condition to re-

ceiving NHHBG funds, the DHHL must 
require adequate insurance coverage 
for housing units that are owned or op-
erated or assisted with more than $5,000 
of NHHBG funds, including a loan of 
more than $5,000 that includes payback 
provisions. 
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(b) Adequate insurance. Insurance is 
adequate if it is a purchased insurance 
policy from an insurance provider or a 
plan of self-insurance in an amount to 
cover replacement cost. 

(c) Loss covered. The DHHL must pro-
vide for or require insurance in ade-
quate amounts to indemnify against 
loss from fire, weather, and liability 
claims for all housing units owned, op-
erated or assisted by the DHHL. 
NHHBG funds may only be used to pur-
chase insurance for low-income home-
owners and only in amounts sufficient 
to protect against the loss of the 
NHHBG funds at risk in the property. 
The cost of such insurance may not in-
clude coverage for a resident’s personal 
property. 

(d) Exception. The DHHL shall not re-
quire insurance if the assistance is in 
an amount less than $5000. 

(e) Contractor’s coverage. The DHHL 
shall require contractors and sub-
contractors to either provide insurance 
covering their activities or negotiate 
adequate indemnification coverage to 
be provided by the DHHL in the con-
tract. 

§ 1006.335 Use of nonprofit organiza-
tions and public-private partner-
ships. 

(a) Nonprofit organizations. The DHHL 
must, to the extent practicable, pro-
vide for private nonprofit organizations 
experienced in the planning and devel-
opment of affordable housing for Na-
tive Hawaiians to carry out affordable 
housing activities with NHHBG funds. 

(b) Public-private partnerships. The 
DHHL must make all reasonable ef-
forts to maximize participation by the 
private sector, including nonprofit or-
ganizations and for-profit entities, in 
implementing its housing plan. 

§ 1006.340 Treatment of program in-
come. 

(a) Defined. Program income is in-
come realized from the use of NHHBG 
funds. If gross income is used to pay 
costs incurred that are essential or in-
cidental to generating the income, 
these costs may be deducted from gross 
income to determine program income. 
Program income includes income from 
fees for services performed; from the 
use or rental of real or personal prop-

erty acquired or assisted with NHHBG 
funds; from the sale of property ac-
quired or assisted with NHHBG funds; 
from payments of principal and inter-
est on loans made with NHHBG funds; 
and from payments of interest earned 
on investment of NHHBG funds pursu-
ant to § 1006.235. 

(b) Authority to retain. The DHHL 
may retain any program income that is 
realized from any NHHBG funds if: 

(1) That income was realized after 
the initial disbursement of the NHHBG 
funds received by the DHHL; and 

(2) The DHHL agrees to use the pro-
gram income for affordable housing ac-
tivities in accordance with the provi-
sions of the Act and this part; and 

(3) The DHHL disburses program in-
come before disbursing additional 
NHHBG funds in accordance with 24 
CFR part 85. 

(c) Exclusion of amounts. If the 
amount of income received in a single 
fiscal year by the DHHL, which would 
otherwise be considered program in-
come, does not exceed $25,000, such 
funds may be retained but will not be 
considered program income. 

§ 1006.345 Labor standards. 

(a) Davis-Bacon wage rates. (1) As de-
scribed in section 805(b) of the Act, 
contracts and agreements for assist-
ance, sale or lease under this part must 
require prevailing wage rates deter-
mined by the Secretary of Labor under 
the Davis-Bacon Act (40 U.S.C. 276a– 
276a–5) to be paid to laborers and me-
chanics employed in the development 
of affordable housing. 

(2) When NHHBG assistance is only 
used to assist homebuyers to acquire 
single family housing, the Davis-Bacon 
wage rates apply to the construction of 
the housing if there is a written agree-
ment with the owner or developer of 
the housing that NHHBG assistance 
will be used to assist homebuyers to 
buy the housing. 

(3) Prime contracts not in excess of 
$2000 are exempt from Davis-Bacon 
wage rates. 

(b) HUD-determined wage rates. Sec-
tion 805(b) of the Act also mandates 
that contracts and agreements for as-
sistance, sale or lease under the Act re-
quire that prevailing wages determined 
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