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service payments resulting from the 
HPG assistance provided by the HPG 
grantee to the owner(s). 

(3) The owner(s) of rental properties 
agrees not to convert the units to con-
dominium ownership. In the case of co- 
ops, the owner(s) agrees not to convert 
the dwelling(s) to condominium owner-
ship or any form of cooperative owner-
ship not eligible under this section. 
This paragraph (a)(3) is subject to the 
restrictive period noted in paragraph 
(a)(1) of this section. 

(4) The owner(s) agrees not to refuse 
to rent a unit to any person solely be-
cause the person is receiving or is eligi-
ble to receive assistance under any 
Federal, State, or local housing assist-
ance program. 

(5) The owner(s) agrees that the units 
repaired or rehabilitated will be occu-
pied or available for occupancy by per-
sons of very low- or low-income. 

(6) The owner(s) agrees to enter into 
and abide by written leases with the 
tenants and that such leases shall pro-
vide that the tenants may be evicted 
only for good cause. 

(7) The owner(s) agrees that, in the 
event the owner(s) or the owner’s suc-
cessors in interest fail to carry out the 
requirements of this section during the 
applicable period, they shall make a 
payment to FmHA or its successor 
agency under Public Law 103–354 in an 
amount that equals the total amount 
of assistance provided by the grantee 
plus interest thereon (without 
compounding) for each year and any 
fraction thereof that the assistance 
was outstanding. The interest rate 
shall be that as determined by FmHA 
or its successor agency under Public 
Law 103–354 at the time of infraction 
taking into account the average yield 
on outstanding marketable long-term 
obligations of the United States during 
the month preceding the date on which 
the assistance was initially made 
available. 

(8) The owner(s) agrees that, notwith-
standing any other provisions of law, 
the HPG assistance provided to the 
owner(s) shall constitute a debt which 
is payable in the case of any failure of 
this section and shall be secured by a 
security instrument provided by the 
owner(s) or co-op to the grantee, that 
provides for FmHA or its successor 

agency under Public Law 103–354 to 
take such action upon incapacity or 
dissolution of the grantee. 

(9) The owner(s) agrees and certifies 
that the assistance is being made avail-
able in conformity with Public Law 88– 
352, the ‘‘Civil Rights Act of 1964,’’ and 
Public Law 90–284, the ‘‘Civil Rights 
Act of 1968.’’ 

(b) Responsibilities of the grantee. The 
grantee is responsible for insuring 
through verification and monitoring 
that the areas listed below are in com-
pliance: 

(1) That HPG funds used for loans, 
grants, or interest reduction payments 
providing repair or rehabilitation as-
sistance to owners of rental properties 
or co-ops are not in excess of 75 percent 
of the total cost of all repairs and reha-
bilitation activities eligible for HPG 
assistance. 

(2) That the owner(s) is not repairing 
and/or rehabilitating any unit unless it 
meets the requirements of § 1944.662 
(b)(3) of this subpart. 

(3) That rental property units being 
repaired and/or rehabilitated and occu-
pied by owners or members of the own-
er’s immediate family meet all other 
requirements of this subpart. 

(4) That, for multi-units not consid-
ered eligible as a result of paragraph 
(b)(2) or (b)(3) of this section, the 
grantee and owner(s) shall agree on a 
method, if any is needed, of deter-
mining the prorata share of repairs and 
rehabilitation activities to the dwell-
ing, based on a percentage of the ineli-
gible units to the total dwelling. 

§ 1944.664 Housing preservation and 
replacement housing assistance. 

(a) Grantees are responsible for pro-
viding loans, grants, or other com-
parable assistance to homeowners, 
owners of rental properties or co-ops 
for housing preservation or for replace-
ment housing as described in § 1944.656. 

(b) HPG funds used for loans, grants, 
or interest reduction payments to pro-
vide rental repair and/or rehabilitation 
assistance to owners of rental prop-
erties or co-ops shall not exceed the re-
quirement noted in § 1944.663(b)(1) of 
this subpart. 

(c) Authorized housing preservation 
assistance includes, but is not limited 
to, cost of labor and materials for: 
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(1) Installation and/or repair of sani-
tary water and waste disposal systems, 
together with related plumbing and fix-
tures, which will meet local health de-
partment requirements; 

(2) Energy conservation measures 
such as: 

(i) Insulation; and 
(ii) Combination screen-storm win-

dows and doors; 
(3) Repair or replacement of the heat-

ing system including the installation 
of alternative systems such as 
woodburning stoves or space heaters, 
when appropriate and if local codes 
permit; 

(4) Electrical wiring; 
(5) Repair of, or provision for, struc-

tural supports and foundations; 
(6) Repair or replacement of the roof; 
(7) Replacement of severely deterio-

rated siding, porches or stoops; 
(8) Alterations of the unit’s interior 

or exterior to provide greater accessi-
bility for any handicapped person; 

(9) For properties listed on or eligible 
for the National Register of Historic 
Places, activities associated with con-
forming repair and rehabilitation ac-
tivities to the standards and/or design 
comments resulting from the consulta-
tion process contained in § 1944.673 of 
this subpart; 

(10) Necessary repairs to manufac-
tured housing provided: 

(i) For homeowners only, the recipi-
ent owns the home and the site on 
which the home is situated and the 
homeowner has occupied that home on 
that site for at least 1 year prior to re-
ceiving HPG assistance; and 

(ii) For homeowners, owners of 
single- or multiple-unit rental prop-
erties, and co-ops, the manufactured 
housing is on a permanent foundation 
or will be put on a permanent founda-
tion with HPG funds. Advice on the re-
quirements for a permanent foundation 
is available from FmHA or its suc-
cessor agency under Public Law 103– 
354. Guidance may be found in 
§ 1944.223(e) of subpart E of this part 
and in exhibit J of subpart A of part 
1924 of this chapter; 

(11) Additions to any dwelling (con-
ventional or manufactured) only when 
it is clearly necessary to alleviate 
overcrowding or to remove health haz-
ards to the occupants; or 

(12) Relocation costs either perma-
nent or temporary for assistance to 
rental properties or co-ops, as noted in 
§ 1944.667 of this subpart. 

(d) Authorized replacement housing 
assistance includes, but is not limited 
to: 

(1) Building a dwelling and providing 
related facilities for use by the indi-
vidual homeowner as a permanent resi-
dent; 

(2) Providing a safe and sanitary 
water and waste disposal system, to-
gether with related plumbing and fix-
tures, which will meet local health de-
partment requirements; 

(3) Providing minimum site prepara-
tion and other on-site improvement in-
cluding grading, foundation plantings, 
and minimal landscaping, and other 
on-site improvements required by local 
jurisdictions; 

(4) Providing special design features 
or equipment when necessary because 
of physical handicap or disability of 
the HPG recipient or member of the 
household; 

(5) Purchasing and installing ap-
proved energy saving measures and ap-
proved furnaces and space heaters 
which use a type of fuel that is com-
monly used, and is economical and de-
pendably available; 

(6) Providing storm cellars and simi-
lar protective structures, if typical for 
the area; 

(7) Paying real estate taxes which are 
due and payable on the existing dwell-
ing or site at the time of closing, if this 
amount is not a substantial part of the 
HPG assistance. (HPG assistance may 
not be made available if the real estate 
taxes which are due and payable are 
not paid at the time assistance is 
granted.); 

(8) Providing living area for the HPG 
recipient and all members of the house-
hold as required in 7 CFR 3550.54(c); 

(9) Moving a dwelling onto the site of 
the demolished, previously existing 
housing and meeting all HPG housing 
preservation requirements for repair 
and rehabilitation; 

(10) Providing funds for demolishing 
the existing housing; and 

(11) Any other cost that is reasonable 
and justifiable directly related to re-
placement activities. 
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(e) HPG funds may be used for pay-
ment of incidental expenses directly 
related to accomplishing authorized 
activities such as fees for connection of 
utilities (water, sewer, gas, electric), 
credit reports, surveys, title clearance, 
loan closing, inspections, and architec-
tural or other technical services. All 
fees will be in accordance with local 
prevailing rates and so documented. 

(f) HPG funds may be used where 
they do not contribute to the health, 
safety and well being of the occupant 
or do not materially contribute to the 
structural integrity or long-term pres-
ervation of the unit. The percentage of 
the funds to be used for such purposes 
must not exceed 20 percent of the total 
funding for the unit(s) and/or dwelling, 
and such work must be combined with 
improvements listed as eligible under 
paragraph (c) of this section. These im-
provements may include, but are not 
limited to the following: 

(1) Painting; 
(2) Paneling; 
(3) Floor covering, including car-

peting; 
(4) Improving clothes closets or 

shelving; 
(5) Improving kitchen cabinets; 
(6) Air conditioning; or 
(7) Landscape plantings. 
(g) Under the following conditions, 

HPG funds may be used to reimburse 
the grantee for authorized housing 
preservation or replacement housing 
activities performed by employees of 
the grantee where the grantee acts as a 
construction contractor and furnishes 
construction services: 

(1) The grantee must demonstrate 
that such work performed by the 
grantee results in cost savings in terms 
of time and labor over cost for such 
work prevailing in the area; 

(2) The grantee has established a 
process for third party review of all 
performance by a local government, 
building inspector or other independent 
party; 

(3) The grantee has established or 
makes available a process that pro-
vides for consumer protection to the 
individual homeowner, owner of a rent-
al property, or co-op assisted; and 

(4) The grantee’s accounting system 
provides a clear delineation between 

administrative costs and construction 
contractor (non-administrative) costs. 

(h) HPG funds may not be used to: 
(1) Assist in the construction or com-

pletion of an addition (excluding para-
graph (c)(11) of this section) or a new 
dwelling. This paragraph does not 
apply to replacement housing. 

(2) Refinance any debt or obligation 
of the grantee, the individual home-
owner, owners of a rental property, or 
co-ops other than obligations incurred 
for eligible items covered by this sec-
tion entered into after the date of 
agreement with the HPG grantee. 

(3) Repair or rehabilitate as well as 
replace any property located in the 
Coastal Barrier Resources System. 

[58 FR 21894, Apr. 26, 1993, as amended at 62 
FR 26210, May 13, 1997] 

§ 1944.665 Supervision and inspection 
of work. 

Grantees are responsible for super-
vising all rehabilitation and repair 
work, as well as replacement housing 
financed with HPG assistance. After all 
HPG work has been completed, a final 
inspection must be done by a disin-
terested third party, such as local 
building and code enforcement offi-
cials. If there are no such officials serv-
ing the area where HPG activities will 
be undertaken, or if the grantee would 
also normally make such inspections, 
the grantee must use qualified contract 
or fee inspectors. 

[58 FR 21894, Apr. 26, 1993, as amended at 62 
FR 26210, May 13, 1997] 

§ 1944.666 Administrative activities 
and policies. 

Grant funds are to be used primarily 
for housing repair and rehabilitation 
activities. Use of grant funds for direct 
and indirect administrative costs is a 
secondary purpose and must not exceed 
20 percent of the HPG funds awarded to 
the grantee. 

(a) Administrative expenses may in-
clude: 

(1) payment of reasonable salaries or 
contracts for professional, technical, 
and clerical staff actively assisting in 
the delivery of the HPG project. 
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