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§92.204

over-income family, the participating juris-
diction must apply the deductions in
§5.611(a) of this title.

(2) If a unit is assisted by a Federal or
State project-based rental subsidy program,
then a participating jurisdiction is not re-
quired to calculate the family’s adjusted in-
come and must accept the public housing
agency, owner, or rental subsidy provider’s
determination of adjusted income under that
program’s rules.

§92.204 Applicability of requirements
to entities that receive a realloca-
tion of HOME funds, other than
participating jurisdictions.

(a) Jurisdictions other than partici-
pating jurisdictions and community
housing development organizations re-
ceiving competitive reallocations from
HUD are subject to the same require-
ments in subpart E (Program Require-
ments), subpart F (Project Require-
ments), subpart K (Program Adminis-
tration), and subpart L (Performance
Reviews and Sanctions) of this part as
participating jurisdictions, except for
the following:

(1) Subpart E (Program Require-
ments): the matching contribution re-
quirements in §92.218 through §92.221
do not apply.

(2) Subpart K (Program Administra-
tion):

(i) Section 92.500 (The HOME Invest-
ment Trust Fund) does not apply. HUD
will establish a HOME account in the
United States Treasury and the HOME
funds must be used for approved activi-
ties. A local account must be estab-
lished for program income. HUD will
recapture HOME funds in the HOME
Treasury account by the amount of:

(A) Any funds that are not com-
mitted within 24 months after the last
day of the month in which HUD noti-
fies the entity of HUD’s execution of
the HOME Investment Partnership
Agreement;

(B) Any funds that are not expended
within five years after the last day of
the month in which HUD notifies the
entity of HUD’s execution of the HOME
Investment Partnership Agreement;
and

(C) Any penalties assessed by HUD
under §92.552.

(i1) Section 92.502 (Program disburse-
ment and information system) applies,
except that references to the HOME In-
vestment Trust Fund mean HOME ac-
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count and the reference to 24 CFR part
58 does not apply. In addition, §92.502(c)
does not apply, and instead, compli-
ance with Treasury Circular No. 1075
(31 CFR part 205) and 2 CFR 200.305 is
required.

(iii) Section 92.503 (Program income,
repayments, and recaptured funds) ap-
plies, except that program income may
be retained provided the funds are used
for eligible activities in accordance
with the requirements of this section.

(3) Section 92.504 (Participating juris-
diction responsibilities; written agree-
ments; on-site inspections) applies, ex-
cept that the written agreement must
ensure compliance with the require-
ments in this section.

(4) Section 92.508 (Recordkeeping) ap-
plies with respect to the records that
relate to the requirements of this sec-
tion.

(5) Section 92.509 (Performance re-
ports) applies, except that a perform-
ance report is required only after com-
pletion of the approved projects.

(b) The requirements in subpart H
(Other Federal Requirements) of this
part apply as written, except that ju-
risdictions and community housing de-
velopment organizations receiving re-
allocations from HUD must comply
with affirmative marketing require-
ments, labor requirements, and lead-
based paint requirements, applicable to
participating jurisdictions.

(c) Subpart B (Allocation Formula),
subpart C (Consortia; Designation and
Revocation of Designation as a Partici-
pating Jurisdiction), and subpart G
(Community Housing Development Or-
ganizations) of this part do not apply.

(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.

[69 FR 15673, Mar. 26, 2004, as amended at 80
FR 75935, Dec. 7, 2015]
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
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and homeownership affordability
through the acquisition (including as-
sistance to homebuyers), new construc-
tion, reconstruction, or rehabilitation
of nonluxury 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.
The activities and costs are eligible
only if the housing meets the property
standards in §92.251 upon project com-
pletion.

(2) Acquisition of vacant land or dem-
olition must be undertaken only with
respect to a particular housing project
intended to provide affordable housing
within the time frames established in
paragraph (2) of the definition of
“commitment” in §92.2.

(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-
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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 and spe-
cifically approves in writing. Each par-
ticipating jurisdiction has the right to
establish the terms of assistance, sub-
ject 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.

(1) Only the actual HOME eligible de-
velopment costs of the assisted units
may be charged to the HOME program.
If the assisted and nonassisted units
are not comparable, the actual costs
may be determined based on a method
of cost allocation. If the assisted and
non- assisted units are comparable in
terms of size, features, and number of
bedrooms, the actual cost of the
HOME- assisted units can be deter-
mined by prorating the total HOME el-
igible development costs of the project
so that the proportion of the total de-
velopment costs charged to the HOME
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program does not exceed the propor-
tion of the HOME-assisted units in the
project.

(2) After project completion, the
number of units designated as HOME-
assisted may be reduced only in accord-
ance with §92.210, except that in a
project consisting of all HOME- as-
sisted units, one unit may be subse-
quently converted to an on-site man-
ager’s unit if the participating jurisdic-
tion determines that the conversion
will contribute to the stability or ef-
fectiveness of the housing and that,
notwithstanding the loss of one HOME-
assisted unit, the costs charged to the
HOME program do not exceed the ac-
tual costs of the HOME- assisted units
and do not exceed the subsidy limit in
§92.250(b).

(e) Terminated projects. A HOME as-
sisted project that is terminated before
completion, either voluntarily or in-
voluntarily, constitutes an ineligible
activity, and the participating jurisdic-
tion must repay any HOME funds in-
vested in the project to the partici-
pating jurisdiction’s HOME Investment
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 (b)(3)).

(1) A project that does not meet the
requirements for affordable housing
must be terminated and the partici-
pating jurisdiction must repay all
HOME funds invested in the project to
the participating jurisdiction’s HOME
Investment Trust Fund in accordance
with §92.503(b).

(2) If a participating jurisdiction does
not complete a project within 4 years
of the date of commitment of funds,
the project is considered to be termi-
nated and the participating jurisdic-
tion must repay all funds invested in
the project to the participating juris-
diction’s HOME Investment Trust
Fund in accordance with §92.503(b). The
participating jurisdiction may request
a one-year extension of this deadline in
writing, by submitting information
about the status of the project, steps
being taken to overcome any obstacles
to completion, proof of adequate fund-
ing to complete the project, and a
schedule with milestones for comple-
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tion of the project for HUD’s review
and approval.

[61 FR 48750, Sept. 16, 1996, as amended at 62
FR 28928, May 28, 1997; 78 FR 44667, July 24,
2013]

§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 projects,
costs to meet the new construction
standards in §92.251;

(2) For rehabilitation, costs to meet
the property standards for rehabilita-
tion projects in §92.251;

(3) For both new construction and re-
habilitation projects, 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 projects, costs to construct or
rehabilitate laundry and community
facilities that 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 a hous-
ing project that is being rehabilitated
with HOME funds. These costs include
the following:

(1) For single-family (one- to four-
family) owner-occupied housing, when
loaning HOME funds to rehabilitate
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