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(d) Subpart A (General) applies, ex-
cept that for the definitions of commit-
ment, program income, and subrecipient, 
‘‘participating jurisdiction’’ means ju-
risdiction or community housing devel-
opment organization receiving the 
competitive reallocation.

ELIGIBLE AND PROHIBITED ACTIVITIES

§ 92.205 Eligible activities: General. 
(a) Eligible activities. (1) HOME funds 

may be used by a participating juris-
diction to provide incentives to develop 
and support affordable rental housing 
and homeownership affordability 
through the acquisition (including as-
sistance to homebuyers), new construc-
tion, reconstruction, or rehabilitation 
of non-luxury housing with suitable 
amenities, including real property ac-
quisition, site improvements, conver-
sion, demolition, and other expenses, 
including financing costs, relocation 
expenses of any displaced persons, fam-
ilies, businesses, or organizations; to 
provide tenant-based rental assistance, 
including security deposits; to provide 
payment of reasonable administrative 
and planning costs; and to provide for 
the payment of operating expenses of 
community housing development orga-
nizations. The housing must be perma-
nent or transitional housing. The spe-
cific eligible costs for these activities 
are set forth in §§ 92.206 through 92.209. 

(2) Acquisition of vacant land or dem-
olition must be undertaken only with 
respect to a particular housing project 
intended to provide affordable housing. 

(3) Conversion of an existing struc-
ture to affordable housing is rehabilita-
tion, unless the conversion entails add-
ing one or more units beyond the exist-
ing walls, in which case, the project is 
new construction for purposes of this 
part. 

(4) Manufactured housing. HOME 
funds may be used to purchase and/or 
rehabilitate a manufactured housing 
unit, or purchase the land upon which 
a manufactured housing unit is lo-
cated. Except for existing, owner-occu-
pied manufactured housing that is re-
habilitated with HOME funds, the man-
ufactured housing unit must, at the 
time of project completion, be con-
nected to permanent utility hook-ups 
and be located on land that is owned by 

the manufactured housing unit owner 
or land for which the manufactured 
housing owner has a lease for a period 
at least equal to the applicable period 
of affordability. 

(b) Forms of assistance. (1) A partici-
pating jurisdiction may invest HOME 
funds as equity investments, interest-
bearing loans or advances, non-inter-
est-bearing loans or advances, interest 
subsidies consistent with the purposes 
of this part, deferred payment loans, 
grants, or other forms of assistance 
that HUD determines to be consistent 
with the purposes of this part. Each 
participating jurisdiction has the right 
to establish the terms of assistance, 
subject to the requirements of this 
part. 

(2) A participating jurisdiction may 
invest HOME funds to guarantee loans 
made by lenders and, if required, the 
participating jurisdiction may estab-
lish a loan guarantee account with 
HOME funds. The HOME funds may be 
used to guarantee the timely payment 
of principal and interest or payment of 
the outstanding principal and interest 
upon foreclosure of the loan. The 
amount of the loan guarantee account 
must be based on a reasonable estimate 
of the default rate on the guaranteed 
loans, but under no circumstances may 
the amount on deposit exceed 20 per-
cent of the total outstanding principal 
amount guaranteed; except that the ac-
count may include a reasonable min-
imum balance. While loan funds guar-
anteed with HOME funds are subject to 
all HOME requirements, funds which 
are used to repay the guaranteed loans 
are not. 

(c) Minimum amount of assistance. The 
minimum amount of HOME funds that 
must be invested in a project involving 
rental housing or homeownership is 
$1,000 times the number of HOME-as-
sisted units in the project. 

(d) Multi-unit projects. HOME funds 
may be used to assist one or more 
housing units in a multi-unit project. 
Only the actual HOME eligible develop-
ment costs of the assisted units may be 
charged to the HOME program. If the 
assisted and non-assisted units are not 
comparable, the actual costs may be 
determined based on a method of cost 
allocation. If the assisted and non-as-
sisted units are comparable in terms of 
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size, features and number of bedrooms, 
the actual cost of the HOME-assisted 
units can be determined by pro-rating 
the total HOME eligible development 
costs of the project so that the propor-
tion of the total development costs 
charged to the HOME program does not 
exceed the proportion of the HOME-as-
sisted units in the project. 

(e) Terminated projects. A HOME as-
sisted project that is terminated before 
completion, either voluntarily or oth-
erwise, constitutes an ineligible activ-
ity and any HOME funds invested in 
the project must be repaid to the par-
ticipating jurisdiction’s HOME Invest-
ment Trust Fund in accordance with 
§ 92.503(b) (except for project-specific 
assistance to community housing de-
velopment organizations as provided in 
§ 92.301(a)(3) and § 92.301(b)(3)). 

[61 FR 48750, Sept. 16, 1996, as amended at 62 
FR 28928, May 28, 1997]

§ 92.206 Eligible project costs. 
HOME funds may be used to pay the 

following eligible costs: 
(a) Development hard costs. The actual 

cost of constructing or rehabilitating 
housing. These costs include the fol-
lowing: 

(1) For new construction, costs to 
meet the applicable new construction 
standards of the participating jurisdic-
tion and the Model Energy Code re-
ferred to in § 92.251; 

(2) For rehabilitation, costs: 
(i) To meet the property standards in 

§ 92.251; 
(ii) To make essential improvements, 

including energy-related repairs or im-
provements, improvements necessary 
to permit use by persons with disabil-
ities, and lead-based paint activities, 
as required by part 35 of this title. 

(3) For both new construction and re-
habilitation, costs: 

(i) To demolish existing structures; 
(ii) To make utility connections in-

cluding off-site connections from the 
property line to the adjacent street; 
and 

(iii) To make improvements to the 
project site that are in keeping with 
improvements of surrounding, standard 
projects. Site improvements may in-
clude on-site roads and sewer and 
water lines necessary to the develop-
ment of the project. The project site is 

the property, owned by the project 
owner, upon which the project is lo-
cated. 

(4) For both new construction and re-
habilitation of multifamily rental 
housing, costs to construct or rehabili-
tate laundry and community facilities 
which are located within the same 
building as the housing and which are 
for the use of the project residents and 
their guests. 

(5) Costs to make utility connections 
or to make improvements to the 
project site, in accordance with the 
provisions of § 92.206(a)(3) (ii) and (iii) 
are also eligible in connection with ac-
quisition of standard housing. 

(b) Refinancing costs. The cost to refi-
nance existing debt secured by housing 
that is being rehabilitated with HOME 
funds: 

(1) For single-family (1- to 4-family) 
owner-occupied housing when loaning 
HOME funds to rehabilitate the hous-
ing, if the refinancing is necessary to 
reduce the overall housing costs to the 
borrower and make the housing more 
affordable. 

(2) For multifamily projects, when 
loaning HOME funds to rehabilitate 
the units if refinancing is necessary to 
permit or continue affordability under 
§ 92.252. The participating jurisdiction 
must establish refinancing guidelines 
and state them in its consolidated plan 
described in 24 CFR part 91. Regardless 
of the amount of HOME funds invested, 
the minimum affordability period shall 
be 15 years. The guidelines shall de-
scribe the conditions under which the 
participating jurisdictions will refi-
nance existing debt. At minimum, the 
guidelines must: 

(i) Demonstrate that rehabilitation is 
the primary eligible activity and en-
sure that this requirement is met by 
establishing a minimum level of reha-
bilitation per unit or a required ratio 
between rehabilitation and refi-
nancing; 

(ii) Require a review of management 
practices to demonstrate that dis-
investment in the property has not oc-
curred, that the long term needs of the 
project can be met and that the feasi-
bility of serving the targeted popu-
lation over an extended affordability 
period can be demonstrated; 
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