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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; 

(iii) State whether the new invest-
ment is being made to maintain cur-
rent affordable units, create additional 
affordable units, or both; 

(iv) Specify the required period of af-
fordability, whether it is the minimum 
15 years or longer; 

(v) Specify whether the investment of 
HOME funds may be jurisdiction-wide 
or limited to a specific geographic 
area, such as a neighborhood identified 
in a neighborhood revitalization strat-
egy under 24 CFR 91.215(e)(2) or a Fed-
erally designated Empowerment Zone 
or Enterprise Community; and 

(vi) State that HOME funds cannot 
be used to refinance multifamily loans 
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made or insured by any Federal pro-
gram, including CDBG. 

(c) Acquisition costs. Costs of acquir-
ing improved or unimproved real prop-
erty, including acquisition by home-
buyers. 

(d) Related soft costs. Other reasonable 
and necessary costs incurred by the 
owner or participating jurisdiction and 
associated with the financing, or devel-
opment (or both) of new construction, 
rehabilitation or acquisition of housing 
assisted with HOME funds. These costs 
include, but are not limited to: 

(1) Architectural, engineering or re-
lated professional services required to 
prepare plans, drawings, specifications, 
or work write-ups. 

(2) Costs to process and settle the fi-
nancing for a project, such as private 
lender origination fees, credit reports, 
fees for title evidence, fees for recorda-
tion and filing of legal documents, 
building permits, attorneys fees, pri-
vate appraisal fees and fees for an inde-
pendent cost estimate, builders or de-
velopers fees. 

(3) Costs of a project audit that the 
participating jurisdiction may require 
with respect to the development of the 
project. 

(4) Costs to provide information serv-
ices such as affirmative marketing and 
fair housing information to prospective 
homeowners and tenants as required by 
§ 92.351. 

(5) For new construction or rehabili-
tation, the cost of funding an initial 
operating deficit reserve, which is a re-
serve to meet any shortfall in project 
income during the period of project 
rent-up (not to exceed 18 months) and 
which may only be used to pay project 
operating expenses, scheduled pay-
ments to a replacement reserve, and 
debt service. Any HOME funds placed 
in an operating deficit reserve that re-
main unexpended after the period of 
project rent-up may be retained for 
project reserves if permitted by the 
participating jurisdiction. 

(6) Staff and overhead costs directly 
related to carrying out the project, 
such as work specifications prepara-
tion, loan processing inspections, and 
other services related to assisting po-
tential owners, tenants, and home-
buyers, e.g., housing counseling, may 
be charged to project costs only if the 

project is funded and the individual be-
comes the owner or tenant of the 
HOME-assisted project. For multi-unit 
projects, such costs must be allocated 
among HOME-assisted units in a rea-
sonable manner and documented. 

(7) For both new construction and re-
habilitation, costs for the payment of 
impact fees that are charged for all 
projects within a jurisdiction. 

(8) Costs of environmental review and 
release of funds in accordance with 24 
CFR part 58 which are directly related 
to the project. 

(e) Community housing development or-
ganization costs. Eligible costs of 
project-specific assistance are set forth 
in § 92.301. 

(f) Relocation costs. The cost of reloca-
tion payments and other relocation as-
sistance to persons displaced by the 
project are eligible costs. 

(1) Relocation payments include re-
placement housing payments, pay-
ments for moving expenses, and pay-
ments for reasonable out-of-pocket 
costs incurred in the temporary reloca-
tion of persons. 

(2) Other relocation assistance means 
staff and overhead costs directly re-
lated to providing advisory and other 
relocation services to persons displaced 
by the project, including timely writ-
ten notices to occupants, referrals to 
comparable and suitable replacement 
property, property inspections, coun-
seling, and other assistance necessary 
to minimize hardship. 

(g) Costs relating to payment of loans. 
If the HOME funds are not used to di-
rectly pay a cost specified in this sec-
tion, but are used to pay off a construc-
tion loan, bridge financing loan, or 
guaranteed loan, the payment of prin-
cipal and interest for such loan is an 
eligible cost only if: 

(1) The loan was used for eligible 
costs specified in this section, and 

(2) The HOME assistance is part of 
the original financing for the project 
and the project meets the requirements 
of this part. 

[61 FR 48750, Sept. 16, 1996, as amended at 62 
FR 28928, May 28, 1997; 64 FR 50224, Sept. 15, 
1999] 
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