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(ii) All other applicable eligibility re-
quirements in §951.6(c) of this part and
the Bank’s homeownership set-aside
program policies are met, including
that the AHP-assisted units are subject
to retention agreements required under
§951.6(c)(b) of this part.

(2) Member certifications; back-up and
other documentation. The Bank’s writ-
ten monitoring policies shall include
requirements for:

(i) Bank review of certifications by
members to the Bank, prior to dis-
bursement of the AHP subsidy, that
the subsidy will be provided in compli-
ance with all applicable eligibility re-
quirements in §951.6(c) of this part;

(ii) Bank review of back-up docu-
mentation regarding household in-
comes maintained by the member; and

(iii) Maintenance and Bank review of
other documentation in the Bank’s dis-
cretion.

(3) Sampling plan. The Bank may use
a reasonable sampling plan to select
the households to be monitored, and to
review the back-up and any other docu-
mentation received by the Bank, but
not the member certifications required
in paragraph (b)(2) of this section. The
sampling plan and its basis shall be in
writing.

§951.8 Remedial
compliance.

(a) Recovery of AHP subsidies. A Bank
shall recover the amount of any AHP
subsidies (plus interest, if appropriate)
that are not used in compliance with
the commitments made in the ap-
proved application for AHP subsidy and
the requirements of this part, if the
misuse is the result of the actions or
omissions of the member, the project
sponsor, or the project owner.

(b) Responsible party for repayment of
AHP subsidies. Except as provided in
paragraph (c) of this section:

(1) If the member causes the AHP
subsidies to be misused through its ac-
tions or omissions, the member shall
repay the AHP subsidies to the Bank.

(2) If the project sponsor or owner
causes the AHP subsidies to be misused
through its actions or omissions, the
following shall apply, as determined by
the Bank in its discretion:

(i) The member shall recover the
AHP subsidies from the project sponsor
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or owner and repay them to the Bank;
or

(ii) The project sponsor or owner
shall repay the AHP subsidies directly
to the Bank.

(¢c) Recovery not required. Recovery of
the AHP subsidies is not required if:

(1) The member, project sponsor, or
project owner cures the noncompliance
within a reasonable period of time;

(2) The circumstances of noncompli-
ance are eliminated through a modi-
fication of the terms of the approved
application for AHP subsidy pursuant
to §951.5(f) of this part; or

(3) The member is unable to collect
the AHP subsidy after making reason-
able efforts to collect it.

(d) Settlements. A Bank may settle a
claim for AHP subsidies that it has
against a member, project sponsor, or
project owner for less than the full
amount due. If a Bank enters into such
a settlement, the Finance Board may
require the Bank to reimburse its AHP
fund in the amount of any shortfall
under paragraph (e)(2) of this section,
unless:

(1) The Bank has sufficient docu-
mentation showing that the sum
agreed to be repaid under the settle-
ment is reasonably justified, based on
the facts and circumstances of the non-
compliance (including the degree of
culpability of the non-complying par-
ties and the extent of the Bank’s recov-
ery efforts); or

(2) The Bank obtains a determination
from the Finance Board that the sum
agreed to be repaid under the settle-
ment is reasonably justified, based on
the facts and circumstances of the non-
compliance (including the degree of
culpability of the non-complying par-
ties and the extent of the Bank’s recov-
ery efforts).

(e) Reimbursement of AHP fund—(1) By
the Bank. A Bank shall reimburse its
AHP fund in the amount of any AHP
subsidies (plus interest, if appropriate)
misused as a result of the actions or
omissions of the Bank.

(2) By Finance Board order. The Fi-
nance Board may order a Bank to reim-
burse its AHP fund in an appropriate
amount upon determining that:

(i) The Bank has failed to reimburse
its AHP fund as required under para-
graph (e)(1) of this section; or
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(ii) The Bank has failed to recover
AHP subsidy from a member, project
sponsor, or project owner pursuant to
the requirements of paragraph (a) of
this section, and has not shown that
such failure is reasonably justified,
considering factors such as the extent
of the Bank’s recovery efforts.

(f) Use of repaid AHP subsidies—(1) Use
of repaid AHP subsidies in other AHP-eli-
gible projects. Except as provided in
paragraph (f)(2) of this section,
amounts of AHP subsidy, including any
interest, repaid to a Bank pursuant to
this part shall be made available by the
Bank for other AHP-eligible projects.

(2) Re-use of repaid AHP direct sub-
sidies in same project—(i) Requirements.
AHP direct subsidy, including any in-
terest, repaid to a member or project
sponsor under a homeownership set-
aside program or the competitive ap-
plication program, respectively, may
be repaid by such parties to the Bank
for subsequent disbursement to and re-
use by such parties, or retained by such
parties for subsequent re-use, as au-
thorized by the Bank, in its discretion,
after consultation with its Advisory
Council, in its AHP Implementation
Plan, provided all of the following re-
quirements are satisfied:

(A) The member or the project spon-
sor originally provided the AHP direct
subsidy as down payment, closing cost,
rehabilitation, or interest rate buy
down assistance to an eligible house-
hold to purchase or rehabilitate an
owner-occupied unit pursuant to an ap-
proved AHP application;

(B) The AHP direct subsidy, includ-
ing any interest, was repaid to the
member or project sponsor as a result
of a sale by the household of the unit
prior to the end of the retention period
to a purchaser that is not a low-or
moderate-income household; and

(C) The repaid AHP direct subsidy is
made available by the member or
project sponsor, within the period of
time specified by the Bank in its AHP
Implementation Plan, to another AHP-
eligible household to purchase or reha-
bilitate an owner-occupied unit in the
same project in accordance with the
terms of the approved AHP application.

(ii) No delegation. A Bank’s board of
directors shall not delegate to Bank of-
ficers or other Bank employees the re-
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sponsibility to adopt any Bank policies
on re-use of repaid AHP direct sub-
sidies in the same project pursuant to
paragraph (f)(2)(i) of this section.

(g) Suspension and debarment—(1) At a
Bank’s initiative. A Bank may suspend
or debar a member, project sponsor, or
project owner from participation in the
Program if such party shows a pattern
of noncompliance, or engages in a sin-
gle instance of flagrant noncompliance,
with the terms of an approved applica-
tion for AHP subsidy or the require-
ments of this part.

(2) At the Finance Board’s initiative.
The Finance Board may order a Bank
to suspend or debar a member, project
sponsor, or project owner from partici-
pation in the Program if such party
shows a pattern of noncompliance, or
engages in a single instance of flagrant
noncompliance, with the terms of an
approved application for AHP subsidy
or the requirements of this part.

(h) Transfer of Program administration.
Without limitation on other remedies,
the Finance Board, upon determining
that a Bank has engaged in mis-
management of its Program, may des-
ignate another Bank to administer all
or a portion of the first Bank’s annual
AHP contribution, for the benefit of
the first Bank’s members, under such
terms and conditions as the Finance
Board may prescribe.

(i) Finance Board actions under this
section. Except as provided in para-
graph (d)(2) of this section, actions
taken by the Finance Board under this
section are reviewable under §907.9 of
this chapter.

§951.9 Agreements.

(a) Agreements between Banks and
members. A Bank shall have in place
with each member receiving an AHP
subsidized advance or AHP direct sub-
sidy an agreement or agreements con-
taining, at a minimum, the following
provisions, where applicable:

(1) Notification of member. The mem-
ber has been notified of the require-
ments of this part as they may be
amended from time to time, and all
Bank policies relevant to the member’s
approved application for AHP subsidy.

(2) AHP subsidy pass-through. The
member shall pass on the full amount
of the AHP subsidy to the project or
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