
HOME Program Property After-Rehabilitation Value
The U.S. Department of Housing and Urban Development (HUD) requires State Recipients (SRs) document the after-rehabilitation value (ARV) of affordable housing to show such housing is within Section 203(b) program limits.  This document discusses various valuation methods, and includes a simple worksheet designed to guide SR staff through this property valuation process. The SR must identify which method will be used in their Program Guidelines. 
Determining After-Rehabilitation Value (ARV)
In accordance with 24 CFR 92.254(b), housing currently owned by a family (i.e., owner-occupied housing) only qualifies as affordable housing under the HOME Program if the estimated value of the property, after rehabilitation, does not exceed 95 percent of the median purchase price for the area (as established by HUD).  SRs must maintain files showing how ARV was determined and found to be within the applicable program limits.  Property value must be determined prior to the provision of HOME Program assistance. The value must be established by choosing and consistently using one of the following methods throughout the program.  If a jurisdiction determines there is a need to use both acceptable approaches in determining ARV, the Program Guidelines must clearly identify which circumstances require which approach in determining the ARV.
􀂃 Estimates of value (comparable sales): The SR, sub-recipient or administrative sub-recipient may use estimates of value based on sale prices of comparable properties in the immediate neighborhood. Project files must contain an estimate of value and document the basis for the value estimates.

If your jurisdiction chooses to use the Estimate of Value approach you must have at least three comparables that are within one mile of the subject property and sold within the last six months (within one year of the assistance date, which is the date the promissory note is signed). 
􀂃 Appraisals: The SR may also use appraisals, whether prepared by a licensed fee appraiser or the SR’s staff appraiser. Project files must document the post rehabilitation appraised value and clearly indicate it in the appraisal report. This requires the SR to provide the appraiser the written work write-up that includes the proposed rehabilitation for the subject property.  An estimate of value also reflects the value of a standard property; this corresponds to the estimated post-rehabilitation value of the subject property, based on the proposed rehabilitation. 
􀂃 Tax assessments (this is not recommended in the State of California): While this is an option with some State JPs in California it is not a viable option and should not be used. 
Property valuations must establish post-rehabilitation value. As previously stated, SRs using the appraisal method must provide the rehabilitation scope of work to the licensed appraiser in order to obtain a post-rehabilitation estimate.  Once the ARV has been determined, it must be compared to the current applicable limits for the area to determine if the property is eligible for assistance. 
The HOME Program maximum purchase price or ARV limits are based on the Section 203(b) Limits and are available at: 
http://www.hcd.ca.gov/fa/home/manual2006/01/D04_Appendix_1-B-1_max_purchase_limits.pdf
HOME Program

After-Rehabilitation Value Limit Worksheet
Property Address:

__________________________________





__________________________________





__________________________________

1)  Property Value



$ __________________

Established by (check one):

  Estimate of Value (Comparable Sales)

_____

  Appraisal





_____

  Tax Assessment (not recommended)

N/A
2)  After-Rehabilitation Value Limit
$ ___________________
Note: Reconstruction must use the appraisal method.  It must also contain evidence that the cost for reconstruction is less than the cost of rehabilitation.
CERTIFICATION:  The total After Rehabilitation Value of the above identified assisted property is less than 95 percent of the area median purchase price/after rehabilitation value as established by the maximum Property Value Limit under the Federal Housing Administration 203(b) schedule, and the property is eligible for HOME Program assistance in accordance with 24 CFR 92.254(a)(2).
State Recipient:
________________________________________

Prepared by:

________________________________________
Date:

     
________________________________________
Attach all source documentation as evidence of how the above value was determined.
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