
{Hi
U.S. Department of l{ousing and Urban Development

Community Planning and Developrnent

Special Attention of: TfanSmittal Handbook 116.; 6400. 1 REV-I

lvlarch 1990CPD Staff bsued:
CPD Urban Homesteading Coordinators
Local Urban Homesteading Agencies (tUHAs)

I 1. This Tr ansmits HUD Handbook 6400.1, Rm/-1,
Urban Homesteading Program

2. Explanation of Significant Changes: This Handbook has been
conpletely revised to reflect legislative, policy and procedural
changes in the Urban Homesteading Program. The most significant
changes are itemized belovr.

(a) The requirement for an annual LUHA on-site inspection to verify
the continued occupancy of the property by the hcrnesteader
during the 5 year conditional conveyance period.
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(b)

(c)

(d)

(e)

(i)

(j)

(k)

(f ) The replacement of a threelronged priority for hcnresteader
selection by a single priority for lcurer-inccrne families.

(g) Procedures under which a quali-fied conrunity organization
(private nonl>rofit cortrrcration) may be designated as a Local
Urban Hcrnesteading Agenry (LUHA).

(h) Procedures for handling Section 312 loan delinguencies on Ilrban
Honrestead ing propert ies.

New application requirements and certifications for LUIlAs.

A new Urban Hornesteading Pr:ogram ParLicipation Agreement.

The elimination of a funds reservation for each LUIIA and the
introduction of an individual property reservation on a first-
corne, first-served basis.

TLre increase in the as-is value frorn $201000 to $251000 for the
first uniL, and frcrn $5,000 to $8,000 for each additional unit
(up to four units).

Definitive procedures for alternative use reguests.

New Regional Office monthly and annual r:eporting requirements.

Clarification of HIID monitoring requiremenls and inclusion of a
revised intepth nonitoring checklist.

Distribution: w-3-1, W-l , Vl-2 (CPD, ADI{, H), R-l, R-2 (CPD, ADM, H),
R-3-l (cPD), R-6, special (ccRP)
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(1) Reservation of Chapter 9 for the inclusion of procedures for
LUHA acquisition of properties held by the Resolution Trust
Corporation (RtC).

3 Cancellations: A11 of HUD Handbook 6400.1 is cancelled.

4. Filinq Instructions: Remove Handbook 6400.1 dated April 1980.
Tnsert HUD Handbook 6400.1 REV-I. t
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CHAFrJ]ER 1. OVERVIEW OF THE URBAN HOI'4ESTEADING PROGRAM

1-1. PURPOSE

The purpose of the Urban Hcmest-eading Prcgram is to utilize
existing housing stock to provide homeorrnership, thereby
encouraging public and private investment in selected neighbor-
hoods to assist in their preservation and revitalization.
Further, the Program will generally provide hcrnecwner:ship
opportunities for lcx,'rer inccrne families who, except for
hcrnesteading, would not- be able to improve their housing
situations.

The Department. encourages the conveyance to honresteaders of
1oca11y-o,^med as well as federally-orned property within the
urban hcnresteading neighborhood. This might include property
acquired through tax foreclosures (frorn loca1 real estate tax
defaults), purchase, donations and/or other nethods of
acquisition by the loca1ity. The Local Urban Homesteading Agency
(LUHA) is not reguired to follovr the reguirements of Section 810,
24 CFR Part 590, and this Handbook with respect to properties not
acquired with Section 810 funds.

I-2. BACKGROUND

A. The Federal Government's involvement in urban hcrnesteading was
officially established by the Housing and Conrnunity Developnent
Act of 1974, P.L. 93-383. Section 810 of this Act authorized the
Secr:etary of HUD to transfer without payment unrepaired,
unoccupied, one- to four-unit residential proper:t-ies to StaLes,
units of general loca1 government or their designated public
aqencies for use in urban hcrnesteading pr:ograms approved by the
Departnent.

Section 106 of the Housing and Connn:nity Developrnent Amendrnents
of 1979 authorized the Secretary of HUD to use Section 810 funds
to reimburse the Secretary of Agriculture and the Administralor
of Veterans Affairs for the transfer without parlnent of
unrepaired, unoccupied, one- to four-unit residential properties
to States, units of general l-ocal goverrunent- or their designated
public agencies tor use in a Hl.lD-approved urban honresteading
program.

Section 122 of the Housing and Urban-Rural Recovery Act of 1983
(p.t. 9B-1Bl) imposed additional requirements on LUHAs by
establishing a priority for the selection of families and
individuals most in need of housing assistance. It required
LUHAS to establish procedures that gave a special priority to
applicants whose current housing failed to fieet health and safety
standards, including over-crcr,rding; who paid more than 30 per:cent

A

B

B
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of their incqne for shelter; and who had little 1ikelihoo<l ofobtaining irproved housing within the foresu""ur. future withoutthe assistance of a hcnesteading program. Further, the Actexcluded potential hornesteaders who ire currently honeolrrners. rtalso extended the period of rehabilitation to irriee years in-order to 1et hsnesteaders use sweat eguity where feasibre, an<1increased the occup?nqf reguirement to ftve years prior toobtaining clear title to the property.

section 517 of the Housing and ccnnrrnity Deveroprnent Act of r9g7modif ied Lhe three-pronged priority criteii.-i", n*."teaderselectio-n inposed-previouslv ry seirtion r22 of the 19g3 Act. Ttlessened the local administiative_burden uv onrv requiring LUHAs
!" giy. a special priority to applicants who aie "lcwer-incornefamil-ies" as defined in section-3(b)(2) of the-united StatesHousing Act of 1937 and aLrowed LUltAs to include other reasonableselection criteria. rt.also permits q"uriii;; ccntrurnityorganizations (non-profits) tb accept title to properties onbeharf of state and local govermpnls which choose to aclministera program and permits states to use GDBG funds for atninstraiivesupport of their Urban Hcrnesteading programs.

The primary source of Departmental poliqg for the urban Hqne-steading Frogram is set iorth in thi puuiisrr-o negulations, 24cFR Part 590.(Appendix r), which irprlnrent all of-the legistiiiveprovisions cited above. This Handooor =.rrru" u" . supplernentalguide for use in the inplenentation of the piogi"r. consistentwith these regulations. rf there is any ."irii.t betrreen thestatute or the published regulation" an& this Handbook, thestatute and the regrulations shal1 prevail. cenerarly, where theHandbook _merely provides additional or rore detaired';"qri;;*;t"or procedures not directly inconsistent with the statute orRegulations, no conflict will be deemed t_o exist.

D.
t

Ea

1-3. VAI\TERS

1-4.

A.

The HUD Assistant secretary for ccmrunity planning and Developnentmay waive.any require-nent or trris Handboor not re[uired by tair-whenever it is determine<l that undue hardship 
-roourd 

result frcrnapplying the requirenent and such applicati"i t*uro .O".rseiv-irrectthe achievernent of the pul?oses or [Le urban Hcnresteading erogiam.

DEFINITIONS

B

"Act" npans section 810 of the Housing and ccnununity DevelopnentAct of L974, as amended.

"Applicant" means any state or unit of generar locar governrnentthat applies for HUD approval of a Local urban honesteading
program under the regulations in 24 CFR part 590.

3/go r-2
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C "Federally-cnrned property" means any real prqlerty to which the
Secretary of HUD, the Secretary of Agriculture or the Secretary
of Veterlns Affairs holds title and whi-ch is:

1. rnproved with a one- to four-family residence;

2. Unrepaired and which is not the subject of an outstanding
repair or sales contract; and

3. ttrot occupied by an individual or famillz under a lease.

property of this nature is also referred t-o as 'rHLlFcr^rned
propertyrrr nFril]A-owned propertyr" or "\IA-ovmed property" when the
Lontext-requires identification of the particul-ar agenqf. HUD-

onned property includes eligible properties acquired through
Section :12 netraUilitation Loan defaults, as well as those in the
FIIA-acquired inventory.

"Fiekl Office" includes F.egional Offices in co-located offices.
The term "Regional office" will be stated specifically to
indicate Regional jurisclictional responsibilities and oversight.

rrFTnlflrr nreans the Farmers Home A<lministration, an agengy within
the U.S. Department of Agriculture.

"Homesteader" means an individual or family which participates in
a local urban honresteading program by agreeing to rehabilitate
and occupy a property pursuant to the requirenents of 24 cER

Part 590.7(b) (5).

"HUD" rrEans the U.S. Department of Housing and Urban Develop-
ment.

',Local Urban Hcmesteading Agency" (LUHA) neans a State, a unit
oE general locat governflpnt, or a public agenqr or gualified
connrunity organization, designated in accordance with 24 CFR Part
590.7(c)tny , State or a unit of general local goverrunent. The

LUHA nn:st irave legal authority to carry out a local hcmesteading
program as described in the Regulations in 24 cFR Part 590.

"Local Urban Homesteading Program" means the operating
procedures and requirements developed ry a ruHA, in accordance
iitf, tf,e Regrulations in 24 CFR Part 590, for selecting and
conveying Federally-or,vned properties to qualif ied hcrnesleaders.

"Lchrer incmp families" means those families and individuals
whose inccrnes do not exceed B0 percent of the nedian income for
the area, as determined by the Secretary under Section 3(b)(2) of
the United States Housing Act of 1937. Under the provision of 24

CFR Part 813, the Secretary's inccme limits for this purpose are

F

G

D.

E

H.

I

J

I- J 3/9t)



6400.1 REV-I

K

updated annually and are available frorn the Housing ManagementDivision in HUD Field Offices.

"ouarified ccnnrunity organi-zation" means a private non-profit
corporation that:

f. is incor:porated under applicable state or local enablinglegislation and which has the authority necessary to cairy
out a programt

2. is controlled by a board of directors whose me.mbers receive
no corpensation of any kind for the perforTnance of their
duties;

3. is organized exclusively for charitable, erlucational,
scientific purposes, or the pronrotion of social welfare, an<1qualifies as an exenpt organization under paragraph (3) or(4) of section 501(c) of the rnternal Revenue code of 19g6.

"secretary" means the secretary of Housing and urban Developxnentor any person to whcm the secretary has delegaterl authority forthe urban hsnesteading program.

"section 810 Funds" means funds to reimburse HUD, FInHA, or \rA (as
applicable) for federally-cx,yned property transferred to LUHAs in
accordance with the Regulations in 24 cFR part 590.17 and
s9 0. 18.

"state" npans any sLate of the united statesr dDy instrtrnentalityof a state approved by the Governor, and the conrnonwealth of
Puerto Rico.

"unit of general 1ocal goverment" means any city, county, tcrm,
tcurnship, parish, village, or other general purpose polilical
subdi.vision of a state such as a Regionar cotncir of Governnentor Regional Planning cormrnission; Guam, the virgin rslands, ancl
American samoa, or any general pul?ose politicil subdivision
thereof; the District of Coltmbia; the trust Territory of thePacific Islands; and Indian tribes, bands, groups, and nations ofthe United States, including Alaska tndians, Alluts, and
Eskinros.

"urban hcnresteading neighborhood" rneans any geographic area
approved by rillD for.conducting a local urbin honresleading program
that meets the requirements of the Regulations in 24 cFR part.
590.7(a).

"\/A" means the U.S. Department of Veterans Affairs.

L
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CHAPIER 2. HUD STAFF RESPONSIBILITIES

2-L. HEADOUARTERS

Urban Hcrnesteading Team, Rehabilitation Loans and Hcmesteading
Division, Office of Urban Rehabilitation, CPD.

The Urban Hcrnesteading Team in the Office of Urban Rehabilitation
(oUR), Ccnurnrnlty Planning and Developrnent (CPD), prepares regula-
tions, develops prograln policies and operating procedures,
prepares assignments to Regional Offices of Section 810 funds,
provides training and technical assistance to HUD and local
staffs, monitors and evaluates the Urban Homesteading Program,
and prepares reports for the Secretary and Congress as required.

B. Single Family Property Disposition Division, Housing

The Single Family Property Di-sposition llivision (pO) in the
Office of Single ramily Housing develops progrdn operating proce-
dures in coordination with the Urban Homesteading Team for: the
listing of Secretary-oarned properties, establishing fair market
value, transferring Secretary-ovrned properties for use in HUI).
approved hcnresteading programs and transmitting sales closing
docurnents to the appropriate Urban Hornesteading Coordinator to
permit reimbursement of the HUFFHA mortgage insurance fund, or
the SecLion 312 revolving loan fund.

C. Office of Finance and Accounting, Administration

The Office of Einance and Accounting (OFA) maintains control over
funds apportioned and allotted for Lhe Section 810 program,
develops accounting procedures for use by the Regional Accounting
Divisions (RADs), provides technical advice and assistance to the
RADs and Field Offices, and prepares reports providing financial
and budgetary information to the Office of Managernent and Budget,
the Department of the Treasury, and HUD Headquarters Managers.

D Office of Assisted Housing and Connunity DeveloEnent, C;eneral
Counsel

The Office of Assisted Housing and Conurnunity Developxnent in the
Office of General Counsel (OC,C) assists the Urban Hornesteading
Team in the interpretation of legislative intent and the confor-
mance of program regulations and operating procedures to statu-
tory reguirements. OGC also advises the Regional Counsel, Chief
Counsel, and/or Chief Attorney (hereinafter called Eield Counsel
except where needed specifically foriurisdjctional elrphasis) as

A
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needed in reviewing 1ega1 doctments and other matt-ers associatedwith the hornesteading program and providing advice and technicalassistance to LLIHAs on legal matters.

2_2. REGICJN]AL OF'FICE

A

B.

Regional Administrator

The P.egional Afrninistrator is responsible tor the management ofthe urban Homesteading program wi-thin the Regionar officersjurisdiction. The Regional a&ninistrator:

1. makes subassignrnents of section g10 funds to Eield offices;
2. monitors Fietd Office program management; and

3. supervises the activities of the Regional counser, theRegional Housing office, the Regionir cpo office and theRegional Accounting Division (RAD) as they rerate to urban
Hcrnesteading prograrn management and fund iontrol,

Regional CpD Office

The Regional Director for cpD coordinates the activities ofRegional office staff and acts as liaison between the Region andHeadquarters staff in managing the urban Hornesteariing erforam.
The Regional Director for CpDi

1. appoints a Regiona.l- Urban llcrnesteading Coordinator located inthe Regional Office;

2. evaluates Field Office perfornrance;

3. deveJ.ops annuar funding plans and reconnends subassignmentsto Field offices for approvar by the Regional a&niniJtr"toi;
4. manages fund use and progress reporting systerns and

recmunends reassignment of funds to and fron Field officesfor approval by the Regional Administrator;

5. provides technical assistance to Field office staff anddevelops and inplenents Regional training plans;

6. maintains liaison with the Regional Director of Housing,
Regional counsel and Regional Accounting Division (RADI; ano

7 - maintains records and prepares reports for Headquarters staffas required.

3/eo 2-2



6400.1 REV-I

C. Regional tlrban Homesteading Coordinator

The Regional Urban Hcrnesteading Coordinator has primary liaison
responsibility between Field Office's and Headquarters. The
P.egional Urban Homesteading Coordinator:

1 assists in the preparation of the annual funding plan for
Urban Homesteading and prepares requests Eor additional funds
based on Field Office needs of existing and new LUHAs.

2 oversees fund use and reconnends to the CPD Director
reassignment of funds to and from Field Office-'s.

3 provides guidance and technical assistance to Fie1d Office
Urban Honesteading Coordinators on Urban Homesteading related
matters.

4. acts as chieE liaison between CPD and the Regional Accounbing
Division (RAD) and the Regional Property Disposition Branch.

5 monitors Eield Office performance in managing the Ur:ban
Homesteading Program.

6. prepares reports for HeadquarLers staff as reguired,
including the monthly and annual Frrnds IJse Reports.

D. Regional Counsel

The Regional Counsel provides advice and guidance as necessary to
Field Counsel on legaI matters connected with the llrban
Hcrnesteading Proqram.

E. Regional Housing Office

The Regional Director for Housing provides advice and qruidance to
the Eield Office Property Disposition Branch on appropriate
property disposition activities in conjunclton with the Urban
Homesteading Program.

F. Regional Accounting Division

The Regional Accounting Division performs fiscal and accounting
functions for the Urban Honesteading program in accordance with
procedures prescribed by OFA. Filnctions performed by the P*AD

include validation of subassignment-s and reservations, processing
disbursements, and recording all transactions in the accounting
records.

z-5 3/eo
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G. negli.onal FHH) Office

Regionar FHEC conducts periodic reviews oF the Homestearl program
to determine a LUHA's conpliance pursuant to Title VI of the
Civil Rights Act of 1964, Executive Order 11063, Title VIII of
the Civil Rights Act of 1968t as anended; Section 504 of the
Rehabilitation Act of 1973i the Age Discrimination Act of 1975,
which respectively prohibit discrimination on the basis of sex,
race, creed, religion, color, national origin, handicap, or age
in any program or activity under 24 CFR part 590; Section 562 of
the Housing and Conurn:nity Development Act of 1987, and reviews
LtlHAs' affirmative marketing efforts.

2-3. FIELD OFF'ICE

A

B.

Field Office Manager

The Field Office Manager, or Regional A&ninistrator in
co-located offices, is responsible for the managenent of the
Urban Hcnresteading Program within the Field Off ice,sjurisdiction. Specifically, the Field Office r{anager:

1. reconmends an annual funding plan to the Regional
Administrator and requests funds for new LUHAs;

2. approves or disapproves Local Urban HcrnesLeaCing programs;

3. executes Urban Homesteading Agreements and Amendment.s;

4. sanctions or conditions Urban Homesteading Agreements to
LUHAS in consultation with geadquarters;

5. supervises the activities of the Field counsel, the Housing
Management Division, the CpD Division, and the Eair Housing
and Equal Opportunity Division (rnuO) as they relate Lo Urban
Homestead ing management.

CPD Division

The CPD Division Director:

1. appoinLs an Urban Homesteading Coordinator;

2. reccxmnends an annual Hcmesteading funding plan to the Fiel<l
Office Manager;

3. recorrmends approval or disapproval of initial program
applications and annual requests for program participation,
prepares Urban Homesteading Agreements and Amendments, and
conditions or other appropriate sanctions, to the Fie1ci
Offlce Manager;

3/e0 2-4
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supervises the activities of the Program Management and
Program Support staffs as they re.late to Urban Hornesteading
program management;

monitors local horestead agency program management; and

closes out Urban HofiEsteading Programs.

C. Urban Hcrnesteading Ccrrdinator

The Urban Hcmesteading Cc,ordinator has lead staff responsibility
for liaison with the LUHA, \rA, FrnHA, HUD HeadquarLer:s and HUD

Regional Office staff, and coordinates the activities of the
Field Counsel, CPD Division, Housing l{anagement Division, FHEO

Division and Environmental Officer as they relate to Urban
Honresteading program managernent. The lJrban Hcnresteading
Coordinator::

1. assists applicants in the preparation of their hcrnesteading
program designs and reviews applications and annual requests
for participation;

reccrnnends approval or disapproval of initial program
applications and annual requests for program participation to
the CPD Director in consultation with Property Disposition
(PD) staff and the Property Management staffs of \IA and
FTNHA'

monitors program progress, eval-uates performance annually,
corresponds with LUHAs and maintains records and program
Eiles with appropriabe data;

4 prepares Urban Honesteading Agreements and anenttnents and
reconnends conditions and any other sanctions, as needed, to
the CPD fiirector;

5. prepares fund reservation and obligation doc'uments for
processing by the RAD;

6. notifies the HUD PD staEf, FTnHA and \IA of fund availability
for property transfers and coordinates hornesteading
activities between them and the LUHAs;

7. provides technical assistance and training to LUHA staff;

8. maintains records and prepares reports for Regional Office
and Headquarters staff as required; and

9. prepares program close-out documents.

4

5

6
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D. Environmental Officer

The Environmental officer (Eo) provides advice and gruirlance to
the ur:ban Homestading coordinator and the LUHAs on proce<lures to
enhance and protect the environment through the Urban
Honesteading trrogram. TLre EO:

1. assists in pre-application technical assistance anrl
application review, as necessary; and

assures the Field Office Manager of conpliance with the
Department's responsibilities under 24 CFR part 50 and the
coastal Barrier Resources Act of 1982 and the Floo<i Disaster
Protection Act of 1973.

E. Property Dispositlon Branch, Housing tr{anagement

The chief Property officer supervises property disposition staf.f
to support the Urban Hcrnesteading Coordinator and:

1 provides an initial. list of Secretary-orvned properties
reguested by an applicant for planning purposes;

provides data on the availability of HUD properties so the
urban Honresteading coordinator can conplete the review of
applications and the annual requests for continuing program
participation;

2.

notifies LUHAs and the urban Honresteacing coorrlinator within
ten (10) days of HUDrs acquisition of properties in
honrestead ing ne ighbor:hoods ;

4. determines fair market value of each property to be
transferred, and provides appropriate data regarding the
availabil ity of HUD properties to aid the ljrban HcnresLeading
Coordinator in developing the annual fund allocation plan;
and

5 prepares closing staternent packages to assure reimbursernent
to the FHA insrrrance fund and the section 312 loan fund anci
transfers properties to LUHAs.

F. I-egal Division

The Field counsel provides advice and gruidance to the urban
Honesteading coordinator and LUHAs on legal matters in the urban
Homesteading Program. The Field Counsel:

2

3

1 assists the urban Hsresteading coorrlinator in pre-application
technical assistance with respect to 1_egal matters and
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generally provides advice upon request concerning program
operations; and

2. reviews al-I contract conditions and all correspondence
concerning other corrective or relnedial actions and program
approval and amendment documenLs, including, upon request,
Urban Horesteading Program Participalion Agreerents, the
LUHATs conditional and fee sinple conveyance docunents, the
Homesteader Agreernent, and the written agreenent between the
applicant and the LUHA, for ccnpliance with statutory and
regulatory requirernents before program approval by the Field
Office Manager (see Chapter 4, paragraph 4-4).

G. Fair Housing and Egual @portr:nity Division

FHEO provides advice and gruidance to the Urban Horesteading,y
Coordinator and the LUHAs on procedures to enhance equal
opportunity and equitable treatment in the lJrban Homesteading
Program. The FHEO Division:

assists in pre-application technical assistance relative to
civil rights, non-discrimination and aEfirmative rnarketing
provisions cited in 24 cFR 590.11(d)(5); and reconnends
approval or disapproval of applications based on civil rights
concerns.

monitors, evaluates, and provides advice about
applicants'/LtJtlAs' perforrnance ln fireeting civil rights
requirements in their cmrnunity developnent and housing
prograrns and in their efforts to prcrnote equal housing
opportunity.

I
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CHAPTER 3.

3.1. PROGRAM DESIGN

PROGRAM DESIGN AND OTHER REQUIREMENTS

The applicant sha'l'l deve'lop its Urban Homesteading Program design in
compliance with 24 CFR Part 590.7. The Program requirements include
the fol 1 owing:

A. Desi nation of Urban Homesteadin Nei hborhood Coordi na ted
pDroac owar e g o mDrovemen a

The applicant sha'll designate one or more neighborhoods which
have avai'lab'le federal'ly-owned properties to carry out its'loca'l
urban homesteading program. With the exception of cornmunities
be1ow 25,000 in population, target areas should not be approved
that, either separate]y, or in combination, encompass a'll or
substantially all of a community's tota1 area. Exceptions to this
standard may only be apfrroved by the Director of the Urban
Hr:mesteading Program in Headquarters. Prior to submission of its
application to HUD, the app'licant shall develop a plan that
provides for t.he improvement of these neighborhoods through the
homesteading program and the general upgrading of communi tv
services and facilities, and through other measures needed to
assure a suitable'living environrnent, in combination with other
public or private revitalization eFforts affecting the
neighborhood. At a minimum, the applfcant must demonstrate that
other activities, such as rehabi'litation 'loans, water and sewer
improvements, street and sidewalk improvements, and community
and/or socia'l servi ces wi l'l support the ef forts of the honresteading
program.

B. l4inimum Number of Properties. [590.7(a ). ]

An app'licant should be reasonably certain that it will be able to
acquire a minimum of five properties each fisca'l year. Localities
that wi'll not be ab]e to acquire f ive properties shou'ld not
participate as a single entity, but shou'ld participate under the
jurisdiction of a State or county program, or the umbre1la of a

sing]e pub'lic agency or qualified community organization designated
by several units of general 'local government to administer a
program for more than one loca'lity under separate Urban Homestead-
ing Agreenents wf th each unit of genera'l 'loca'l government.

C. Selection and Management of Properties. [590.7(b)(1).1

The applicant's program shall inc]ude procedures for se]ecting and
acquiring onc- to four-unit federa'l1y-owned properties suitable for
homesteading, and for managing properties before conditional
conveyance to homesteaders. This inc'ludes inspecting properties
prior to taking tit1e and assuminq liability for injury or damage

s or nronprtv drre to a defpct in the allina nr itc

r

to oerson
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equipment, or for any other reason re1ated to ownership of the
property. Properties wil l remain unrepaired until condi tiona'l'ly
conveyed to homesteaders. The LUHA sha'11, if feasible, continue to
inc1ude properties in i ts rnaster insurance coverage if homesteaders
have difficulty obtaining coverage initially after conditional
conveyance and prior to the property achieving a standard where
private insurers wil'l cover the homesteader's interest in the
property.

D. Desi sna ti on of LUHA. I SqO.7 ( c ) . ]

1. Responsibi'lities. [590.7(c)(1).] The app]icant sha'l'l
designate a LUHA, which sha'l'l have primary responsibility for
administerfng the loca'l urban homesteading program for the
app'licant. The LUHA sha'll be the leqal enti ty that accepts
tit]e in its own name to federall.y owned properties conveyed by
the applicable Federa'l agency with reimbursement from Section
E10 funds and which conveys title to such properties to
homesteaders pursuant to paragraph (b) of 24 CFR 590.7.
Al though the app'licant may at any time amend its 'local urban
homesteading program to designate a new LUHA, subject to HIJD

approva'l as described in Chaoter 4, paragraohs 4-5 and 4-6, and
24 CFR 590.13-.15, neither the applicant nor the designated and
approved LTJHA may delegate or contract out to another lega'l
entity, the function of accepting and conveying in its own name
title to properties for honBsteading purposes pursuant to 24
CFR Part 590. To the extent permitted by the applicant, the
LUHA may use third parties as consu'ltants, or agents to assist
it in carrying out other functions and responsibilities with
respect to the 'local urban homesteading prograffi, by entering
fnto a written agreement beb.reen the LUHA and the third party.
No such agreement sha'l'l be deemed to relieve the LTJHA or the
app'licant of responsibility for the third party's actions in
conjunction with the loca'l urban homest-eading program.

2. Identity of LUHA. ISqO.7(c)(2) .l The LUHA must have leqal
authority to carry out a local urban homesteading program as
described in 24 CFR 590.7(c), inc1uding the authority to accept
and convey tit'le to properties pursuant. to 24 CFR 590.7(b). To
the extent consistent therewith, the aoplicant State or unit of
genera'l I ocal governmen t may:

act as LUHA in its own name, while identifying within its
administrative organization a lead departnent or agency to
act as the primary contact point for HUD, VA and FmHA (in
such a case, the applicant itself is referred to as the
LUHA) ;

designate, and enter into a written agreeinent with, a
1ega1'ly separate pub'lic body or agency to act as LUHA in
accordance wi th the fol I owing panaqraph 3; r:r

a

b
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designatr', and enter into a written agreement with, a
qualified community organization (as defjned in Chapter L,
paragraph 1-4(K) and 590.7(c) (a) ) to act as LUHA in
accordance wi th the fo] l owi ng paragraph 3.

3. Content of Agreement with Designated Pub'l'ic Agency or Qual ified
Communi ty 0rganization. I-59

c

wri tte
qua'li f
fol I ow

na
ied
ing

greement wi th i ts Cesignated publ ic agenc.y or
comrnuni ty organization shall contain at 'least the
provisions, and nothing inconsfstent therewi th:

the agreement of the LUHA to carry out the'local urban
hornesteading program, inc'!uding the acceptance and
conveyance of title to properties for homesteading
purposes, in accordance with the Act, 24 CFR Part 590,
this Handbook, and the app]icant's HUD-afrproved urban
holnes teadi ng appl i ca ti on ;

the aqraement of the LIJHA to hold title (and the right
of reverter or other interest retained after the
conditional transfer to a homesteader under 24 CFR
590.7 (b)(3)) to fornerly federal'ly owned properties
conve.yed to it pursuant to 24 CFR Part 590 in trust,
so]e1y for the purpose of conve-ying the properties to
homesteaders (or for such alternative use as may be
apprcved by HUD) pursuant to 24 CFR Part 5Q0, and not to
convey, encumber or othcrwise deal with such property For
i ts own bene f i t or 661361161'

the agreement of the LIJHA promptly to assiqn or convey
title and/or other interests in properties heltl pursuant
to 24 CFR Part 590 to the applicant, or to such new Lt.tHA
as may be designated by the app'licant and approved bv HUD,
if the applicant terminates the LUHA's desiqnation; and

the agreement of the applicant and the LUHA that the
LUHA's designation sha'll not re'lieve the app1icant of fu'll
responsibi'lity to HUD for the conduct of the 'local urban
homesteading program, and that ilUD may take any corrective
or remedial action pursuant to 24 CFR 590.31 against the
app]icant, the LUHA, or both, so]ely at HUD' s oDtion.

E. Affirmative Marketin0. [590.11(d)(5)(ii).]

The program shal'l inc]ude aFfipp6tive marketing practices that
further national policy for fair housing hy advertisinq the program
in the npdia that wil'l reach eligible persons least like'ly to app'ly
for participation, and by ctherwise marketing units in a manner to
attract hr)lll€steadens regardless of sex, racial, or ethnis qrouD.
Such methods shou'ld inc]udp use of mf nority media outlets when

a

b

C

d
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media advertising wi1'l be used to announce the avai'labi'lity of the
program, and utilizing special outreach techniques/efforts to
inform eliqible persons who are not 1ike1y to apply without special
outreach.

F. Hornesteader Selection. [seo.7(b)(2).]

The program sha'll include equitable procedures for selecting
homesteaders who have the capacity to make or cause to be made the
repairs and improvement,s required under paragraph H below. The
procedures shal'l :

exc'lude prospective homesteaders who own any other residentia'l
property. (This includes owners of mobi'le homes regard]ess of
whether they own their land or rent space fn a mobi'le park,
holders of life estates, owners of condominfums, cooperatives,
or property used for either investment or recreationa'l
purposes, i.e., a vacation house or a rental unit. It a'lso
excludes persons with a right to purchase properties uti'lizing
a land contract. )

take into account the prospective homesteader's capacity to
rehabi'litate the propert.y, including the ability to reduce
rehabi1itation costs through his/her own 'labor or other
resources or contributions. The homesteader's capacit-y
includes the ability to do some of the work, to manage the work
of contractors, to obtain assistance from other sources, such
as community organizations, and/or to obtain the funds required
to finance the work. Though a LUHA is not required to give
priority to app'licants who can contribute their own skills and
1abor, those contributions which can be verified must be taken
into account in assessing an individual homesteader's abi'lity
to make or cause to be made the necessary repairs.

provide that membership in, or other ties to, any private
organization (includfng a qualified community organization) may
not be made a factor affecting se'lection as a homesteader.
Furthermore, membership of a potentia'l homesteader in any
private organizatfon doing business with a qua'lified community
organizatfon, anrl any other ties to a particu1ar private
organization, is not to be made a criterion For homesteader
se'lecti on.

give a special priority to prospective homesteaders who are
"lower income families" as defined in Sectfon 3(b)(2) of the
United States Housing Act of 1937, which includes single oerson
households. Genera'l'ly, this means that the fami'ly's annual
fncome does not exceed 80% of the rnedian income For the area,
with adjustments for smaller and'larger fami'lies. permissib'le
adjustments to income, and the median income for the area sha'll

1

2

3

4
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5

6

be determined in accordance with the requirements for the
Section E Program in 24 CFR Part 813.

The specia'l priority requires a LUHA to ofFer a Section 810
property to a qualified prospective homesteader who meets the
"lower income" definition above before offering a property to
any other prospective homesteader who does not qualify For the
prioritv. An otherwise qualified priority prospective
homesteader must a'lso be credit-worth.y, havinq the capability
to secure the financing and manage the repayment of the debt
associated with rehabilitation of a homesteading property.
This cou'ld be determined initially through a credit check, and
thereafter through the loan underwriting process.

To reduce the administrative burden due to an int'lux of
applications, the LUHA in advertising its program and avai'l-
abi'lity of properties shou'ld announce up front the se'lection
criteria, thus assuring that most prospective homesteaders wi'l'l
meet the criteria. A'lso, the LIIHA may charge an application
fee, limited to the cost of a credit check. Ihis fee generally
sha'll not exceed $25, un'less the app]icant does not subscribe
to a credit bureau service, in which case, the fee may be more.
The Ll.lHA shall refund the application fee if it determines the
pnospective hornesteader is ine1igib'le prior to a credit check,
e.g., under aqe to enter into a binding contract.

include'locall.y adooted criteria reasonab'ly matching the family
size to the number of bedrooms in the property. Such criteria
sha'l'l not permit homesteaders who are one-person househo'lds to
be awarded a property having more than two bedrooms, unless
there are no larger households on the waiting 1ist.

specify other reasonable se'lection criteria, if any, which must
be specified in the applicant's application. 0ther se'lection
cniteria may include preferences for the selection of
neighborhood residents or other loca'l residents only to the
extent that they are consistent with afffrmative marketing
objectives to which the LUHA certifies under 24 CFR
590.11(d) (5) (ii ), Preferences may not be based on the length
of time the prospective homesteader has resided in the
jurisdiction or the neighbonhood. In addition, persons who are
working, or who have been notified that they are hired to work,
in the jurisdiction sha'11 be extended any prsference available
to current residents. (lf there is a 'low-income applicant
otherwise qualified to participate in the program, who does not
meet the loca'l1y imposed residency criteria, then that
applicant worrld still take precedence over any non-'lower income
applicant meeting the 'local residency criteria.)

3-5 3190
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p

Additiona'l generally permissible selection criteria may include
preference fcr those disp'laced due to other pub'lic action,
minimum 'income limits to assure abi'lity to repay a
rehabi'li tation 'loan, maximurn income I irni ts to assure that
"'lower income fami'lies" are being served, or ohysica'l handicap.
A1'l selection criter^ia must be submitted to and approved by
Field Office staFf in accordance with 24 CFR 590.11(a) and
590.13. (See Chapter 4, paragraph 4-2, C.4.\

Assure nondiscrimination upon the basis of race, creed, co'!or,
sex, nationa'l origin, age, handicap, re'liqion, or familial
status in the se]ection of homesteaders.

G. Condi tiona'l Conve ance. ISgO.7(b) (3) . ]

The program sha'11 provide for the conditional conve.yance of
unoccupied, unrepaired residentia'l propertv to honesteaders within
1 year, or 1ess, of title transfer to the LUHA. Property received
from the Federa'l'ly-owned inventory 56u1.I be condi tiona'l1y conveyed
without substantia'l consfderation. The term "without substantial
consideration" is defined as a nomina'l amount not exceeding the
minimum local definition of "consideration" used to transfer rea'l
property, generally $1.00.

"Conditional conveyance", as used here and in 24 CFR 590.7(b)(3),
does not necessarily require that the homesteader imrnediately
recei ve ar't inter-ost technical ly classi f ied as a real property
interest under applicab'le State 'law. If the document contains a
contractual right to acquire fee simple title when the homesteader
has complied with al'l of its terms and with the homesteader
agreement, that is sufficient for this purpose.

While a LUHA is restricted to the transfer of a property for
nomina'l consideration, the LIIHA may require a homesteader to pay
for items such as recording fees, transfer taxes and propert-y taxes
after acquisition to the extent that such fees and taxes are
unTFormly app'licable to other purchasers of property in thejurisdiction. Furthermore, the homesteader can be required to pay
third parties, but not the LUHA or other public agencies, for a'l'l
of the costs that wou'ld norma'l'ly be incurred in connection with the
rehabilitation of the property. This inc]udes, but is not limited
to, architectural and inspection fees and costs associated with
arranging private rehabi'l itation financing (if appl icable), such as
appra i sal fees , poi n ts , '! oan ori gi na ti on fees , and c'l osi ng fees.
Where a'loan is made directly to a homesteader by the aDp'licant or
the LUHA, it is assumed that app'licant or LUHA staff or other
publ ic or nonprofit staff, will perform these functions; and,
therefore, the costs thereof are not to be charged to the
hornesteader. The hornesteader is responsib'le for payment of the
loan principal , p'lus intere st, if any. fhe LUHA may n

7
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the hornesteader any prop3rty managernent expenses and taxes that it
incurs while the propert-y is in its inventory prior to conveyance
to the homesteader. Any charges should be c'lear1.y distinguishable
from the nominal consideration for the property.

The LUHA wi'll include in each deed conveying a property, if
applicable, a covenant enforceable under applfcable State 1aw,
prohibiting the homesteader, or any successor hornesteader, from
discriminating on the grounds of race, creed, color, sex, national
origin, age or handicap in the sa'le or rental of the property.

H. Homesteader Agreement. [590.7(b) (5).] The prosram sha'I1 provide
for executing, concurrent with or as a part of the conditiona'l
conveyance, a Homesteader Agreement befueen the LUHA and the
homesteader which shal'tr require the homesteader to:

1. repair hea'lth and safetv defects within one year. The
agreement must provide that any defects that pose a substant ial
danger to hea'lth and safety will be repaired within one.year
from the date of conditional conveyance of the property. For
purposes of this requirement, States and localities have
reasonable discretion in determining what poses a substantfa'l
danger to hea'lth and safety both to the prospective homesteader
and to the community. Any defect that ooses such a hazard must
be repaired within one year. It shou'ld be noted that any
repairs financed through the Section 312 Program must a'lso
comp'ly with its 'loan terms. }^Ihile rehabil itation activity
under Section 312 must, under HUD policy, be comp'leted within
24 rnonths, the loan note usually specifies a period not to
exceed six months. In general, a homesteader agreement may
require that rehabilitation be completed in a shorter time
frame than one year unless the shorter term unreasonably
impairs the homesteader's ability to utilize self-help in the
rehabi'litation process where he or she is qualified and willing
to do so. Further, States and 'loca'l governments may enforce
genera'l1y applicab'le requirements re1ating to occupancy of
homesteading properties, like any other housing under their
jurisdiction.

2. complete a'|1 repairs within three years. Tha a qreement must
provide that all additiona'l repairs and improvements necessary
to meet the applicable 'local standards for decent, safe and
sanitary housing, and any energy cnnservation rneasures
desi gnated by the LIJHA wi I'l be comp'leted wi thin three years
from the date of conditiona'l conveyance of the property to the
homesteader. Again, this is a maximum permissib'le period; the
homesteader agreement may provide a shorter period where
warranted.
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3. 0ccupy the property for five years. The homesteader must agree
to occupy the propert-y as his/her principa'l residence for not
less than five consecutive years from the date of initia'l
occupancy. A LUHA shal'l assure that the date of initia'f
(physica1) occupancy is recorded, since the date of the
occupancy permit or the date of occupancy projected in the
Homesteader Agreement may differ From the date of actual
occupancy.

Where a Section 312 loan exists on a homestead property, the
LUHA shall assure that the Homesteader Agreement and/or the
operative document, i.e., certificate of occupancy, that
establishes the actua'l date of occupancy fs submitted to the
Section 312 'loan servicer for inc]usion in the homesteader's
'loan fi'le. This is necessary in the event the homesteader
defaults on the'loan prior to the end of the S-year period, so
that the loan servicer will know to contact the LUHA to either
work things out with the horBsteader or to find a successor
homesteader to assume the loan. (See paragraph 3-3.)

Th.o f ive-year occupancy requirement ma"y be determined
infeasible and relief may be granted by HUD on a case b.y case
basis in certain emergency situations. The fo1lowing are
examples under which relief may be granted:

the oroperty may have been made uninhabitab'le as a result
of natural disaster or casualty loss;

the property may have been taken by eminent domain;

the homesteader's job may have been transferred outside of
reasonable cornmuting distance of the property;

the homesteader may have been determined to be mentally
incompetent and removed from the property;

the homesteader may have a terminal i'l'lness in which death
is known to be imminent r:r the hornesteader may have died.

Written requests for relief received from the LUHA wi'11 be
approved or di sapproved by the Fie'ld 0f f ice aFter consu]tation
with the Headquarters Urban Hornesteading Program Team on a

case-by-case basfs.

4. Permit inspections. The homest-eader must agrse to penmit
reasonab'le inspections at reasonab 'le times by emplo_yees or
designated agents of the LUHA to determine compliance with the
Homesteader Agreement, including a year'ly inspection to verify
occupancy by the homesteader.

a

b

c

d

e
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5. Surrender ossession of the pro er upon ma teri a'l brea ch of
a greemen t. ome s tea er must ogree surren r

a

possession oF (vacate), anct a ny interest fn, the proper ty upon
any material breach of the H omesteader Agreement (incIu di nqdefault on any rehabilitati on financing secured by the property

See paragraprh 3-3), as determined b.y the LUHA.

I. Moni torin and Selectin Successor Homesteader s. [5e0.7(b)(6).1program s prov or mon tor ngo t homesteader' s
compliance with the Homesteader A greernen t; revoca ti on of theconditiona'l conveyance and Homes teader Agreement upon any materialbreach by the homesteader; and, to the extent necessar-y andpractical, selection of one or more successor homesteaders to
assume the responsibi'l i ty for homesteading the property inc'ludin gany existing debt for cos ts of rehabi I i ta ti on. The LUHA shal'l makereasonable efforts to assure that the proposed successor
homesteader assumes a ny Section 312 loan on the property subject to
HUD approva'l of the terms of the assumption. pr iority must begiven to lower in come families. If there are no pri ori tyapplicants availa b]e who are willinq or ab'le to a ssume a Section3LZ 1oan, HUD Headquarters may approve an excepti on to therequirement that assumptors of 3Z Section 312 'loans be 'tower r ncomefamilies in order to let a family above 80% of median income a ssumethe loan. If a s uccessor homesteader is se]ected the homesteadershall execute a new Homesteader Agreement and the propert-y sha'l'l be
condi tiona'l'ly con veyed for a new five-year period, except that HUD
may approve a lesser occupancy period to facilitate assumption of aSection 312 'loan or any other type of financing on a h onp s tea dproperty. Ihi s 'lesser period cannot be 1ess than the greater of(1) two additional years, o" (2) the remainin g amount of the
or"i ginal occupancy peri od.

K. Homesteadin Infeasib'le; A'l ternative Us e Iseo.7(b)(8).] rf
omes a ngo a e ra y-owne property after acquisition by theLUHA proves to be infeasib 'le in the judqnent of HUD, the LUHA s ha'l 'l

not demol i sh, di s pose of, rent or otherwise convert the property toits own use unti'l the Field Off ice has approved an a'lte rnative useof the property consistent with the coordinated approach toneighborhood improvement. (See Chapter 10, Alternative Uses ofFederally-Conveyed Urban Homes

Fee Simple Ti tle.. [590.7(b) (7) . ] The program sha.lI provicle for@f|eesimp1e.tiiietothed.op."tvfromtheLUHAto
the homesteader, without consideration, ,pnn inrpiiance with theterms of the Homesteader Agreement and-conditiona'l conveyance. 

-

This occurs upon completion of rehabi'titation and the five-yeirresidency requiremen t.

J
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3-?-. CONFLICT OF INTEREST

The Urban Homesteading conFlict of interest exc'lusion is intended to
avoid any appearance of unfairness in the conduct of the program.

The exc]usion app 'l ies to the i ndi vi dual s 1 i sted bel ow and to those wi th
whom the ha ve fami 'l or business re'lationshirrs. The period of
coverage s ur ng e r current tenure an one year thereafter.

A. Persons not El i qi b'le

I No person sha'l'l be awarded an Urban Homesteading propert'y, or
receive a personal or financial interest or benefit fr6m the
award or rehabilitation of an Urban Homesteading propertv, or
have any interest in an.y contract, subcontract or agreement
with respect thereto, or the proceeds thereunder, if that
person i s:

a. an e'lected or a ointed of ficia'l or officer of the
app can

b. an elected or a inted officia'l or officer of the bl ic
a or ua e commun n zat on s as

oca n s a ng gencv ;or
c. an e I nt con tractor or consu'l tant of the

a can or ub ca en or e commun

organ zat on es gna as

(1) exercises or has exercised any functions or
responsibi'lities in connection with the
administration of the Urban Homesteading Program' or
assists or has assisted with rehabi'litation
activi ties, or

l2l is in a position to participate in a decision making
process or gain inside information with regard to
such activities.

B. Exceptions

1. Thres ho] d reoui remen ts

Upon the wrilten request of the app'licant, HUD may grant an
exception to this exc'lusion on a case-by-case basis when it
determines, using the factors'listed in paragraph C. be'lovl,
that such an exception wil'l serve to further the purposes of
the Urban Homesteading Program. An exception may be considered
only after the applicant has provided the fo'llowing:

na

a

ow
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a. a disclosure of the nature of the conflict, accompanied by
an assurance that there has been pub'lic di sc]osure oF the
conflict and a description oF how the public disc]osure
was made; and

an opinion of the app'licant's attorney that the interestfor which the exception is sought would not vio'late state
or I oca'l I aw .

C. Factors to be considered for exce ptions

In determining whether to grant a requested exception after the
applicant has satisfactorily met the threshol{ requirements'tisted
above, HUD shal'l consider the cumulative eFfect of the follcwing
factors, where appticable:

1. whether the exception wou'ld provide significant benefit to the
program or project which would otherwise not be avai'lab]e;

2. whether an opportunity was provided for open competitive
bidding or negotiation;

3. whether the person affected is a rnember of a group or c'rass oF'lower income persons intended to be the primaiy beneficiariesof the assisted activity, and the exception wiil permit such
person to receive genera'l'ly the same interests or benef its as
are being made avai]ab]e or provided to the group or class;

4. whether the affected person has withdrawn from his or her
functions or responsibilities, or the decision making process
with respect to the specific assisted activity in question;

5. whether the interest or benefit was present before the affecterl
person was in a position as described under "persons not
Eligible;"

6. whether undue hardship wil'l result efther to the recipient or
the person affected when weighed against the public interest
served by avoiding the prohibited conftict; anrl

7. any other re'levant considerations.

3-3. FINANCING MECHANISMS FOR U RBAN HOMESTEADING PRO PERTTES [5e0.7(b) (4). ]

b

a

I

(

The prograrn sha'll provide procedures for the LUHA to undertake, orassist the homesteader in arranging, financing for rehabilitation
required under the Homesteader Agreement. This requires the LUHA toassist the homesteader in securinq financing or, if it chooses, toprovide financing for the rehabi'litation re[uired under the Homesteader
Agreemen t.

3- 11 3/e0
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A. Section 312 Loan Program

1r financing is through the Section 312 Loan Program, the LUHA

sha'll assi st HUD in moni toring and securing comp'liance wi th the
terms of the loan during the homesteader's conditional tit'le
period, includinq securing an assumptor for the Section 312 1oan,
subject to HUD approval, in order to obtain a successor homesteader
atter the breach of the homesteader agreement or the Section 312
'loan documents by the origina'l homesteader.

1. Language to inc'lude in Homesteader Agreernents. ISee Section
312 Rehabilitation Loan Program Handbook, HUD 7375 .01 REV-2,
paragraph I2-L6(f,).1 In order to avoid the possibility of a

homesteader becoming entitled to full fee simple tit'le to a
homesteading property when he or she is not repaving a Section
312 'loan, the Local Urban Homesteading Agency should include
substantially the fol'lowing language in each Homesteader
Agreement involving Section 312 rehabilitation financing:

"The homesteader dgrees that a defau'lt under the
promissory note, the rehabilitation 'loan agreement, or the
mortgage (deed of trust) evidencing any Section 312 'loan

obtained to finance the rehabilitation of the homestead
property shall constitute a defau'lt under this Urban
Homesteader Agreement. This entit'les the Local Urban
Horesteadino Agency to enforce any and all remedies
available for a matenial breach or defau'lt under this
agreement, including forfeiture of the homesteader's
interest in the property. Specificall.y, the homesteader
sha'l 'l have no ri ght to a ti nal conve.yance of the
homesteadino agency's reversionary interest in the
property un'less the homesteader is current on his or her
Section 312 1oan."

2. Loan Delinquency. If a Section 312 loan on a homestead
property becomes de'l i nquen t, the f ol 1 owi ng wi 1 1 occur:

a. After 30 days. The Section 312 master servicer will send
a'letter to the homesteader and the LUHA, and request the
LUHA to begin proceedings to obtain a voluntary sett'lernent
or to exercise its reversionary interest. Upon receipt of
this notice, the LUHA must contact the homesteader by
letter, telephone, or personal visit to relate the
importance of prompt payment and to retnind the homesteader
that non-payment constitutes a breach of the Hotnesteader
Agreement, thus resulting in forfeiture of the property if
neglected. The LUHA's col'lection efforts must be reported
to the Section 312 rraster servicer at (800) 876-5626.

t

t

,r
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b. Af ter 60 and 90 days. The master servicer wi'l'l send a'letter to the homesteader af ter 60 days to acce'lerate the'loan and again request the LUHA to obtain a voluntary
settletnent. or to exercise its reversiona!^y interest. A
letter will a'lso be sent to the hr:mesteader and LUHA af ter
90 days, at which time the LUHA should have already taken
action to evict the homesteader.

3. Actions of LUHA to 0btain Vo1untary Transfer of Property and
Assumption of Section 312 Loan. A default on a Section 3L2
loan in and of itself constitutes a breach of the Homesteader
Agreement, if the agreement contains the provisions requfred in
paraqraph l2-L6(O) of the Section 312 Handbook as cited above.
When a breach cannot be reso'lved, the homesteader must
surrender all interest in the propertv and must vacate the
propenty and the LUHA must atternpt to re-homestead the
property. When the reversionar.y interest is exercised by the
LUHA, the security interest of the Section 3L2'loan executed bv
the homesteader wi'll be cut off for HUD, but the original
homesteader remains responsible for repayment of the 'loan. In
this situation, HUD may seek a judgment as a recourse to
collect the loan. The possibility of such action may serve as
an inducement to the Section 810/312 homesteader to agree to a
voluntary transfer, and is an action which shou'ld be presented
to a hornesteader who is in default.

The LI.IHA should attempt to persuade the oriqinal honesteader in
default to voluntarily transfer his or her interesl in the
propert-y and the liability of the'loan to a new hornesteader
by:

4

a. offering the origf na'l homesteader a general release of'liabi'li ty on the Section 312 'loan (prepared by HUD Fiel d
Counsel or the master servicer for approva'l by the 0ffice
of Urban Rehabi I i ta ti on ) ; and

b. agreeing that the honesteader's credit record and future
eligibility for other HUD programs will not be affected.

Finding Successor Homesteader. As an aid to finding a
successor homesteader who can aff6p6 the property, HUD may
consi der:

a reduction in the principal amount of the Section 312'loan (and consequent reduction in the rnonth]y payments) in
cases where the appraised va1ue of the property is less
than the amount of the'loan. If the oriqina'l outstanding
principal ba'lance exceeds $20,000, the Federa'l C'laims
Collection Standards (4 CFR 101-105) requires Justice
Department concurrence, as a "compromise" of the 'loan

a

ob]i ti on.
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b. a write off of accrued interest.

Arrangements to obtain a current appraisa] must be
discussed with Headquanters Section 312 staff.

Where there is a voluntar.y transfer anC assumption of the
Section 312 1oan, the successor homesteader must acquire
the conditional title from the original homesteader, sign
a new or modified Homesteader Agreement with the LiJHA
(which incorporates a new S-year continuous occupancy
period), and assume the Section 312 loan under the
existing documents, or under modiffed documents, as
appropriate. The LUHA is responsible for the preparation
of homesteader and Section 312 loan documents; however,
any modification to Section 312 Ioan documents must be
cleared by HUD Field Counse'!.

Any proposed assumption must be cleared with the Section
312 Rehabil i tation Managenent Specia'l ist/Urban Hornestead-
ing Coordinator before the property is transferred to a

successor homesteader. A copy of the new Homesteader
Agreement should accompany the 312 'loan assumption
documents submitted to HUD. If a reduction or write-off
of any part of a Section 312 debt is anticipated, it must
be coordinated with Headquarters Section 312 staff and the
master servfcer.

5. Exercising the Reversionary Interest. If a honBsteader resists
a voluntary surrender of possession an d transfer of the
property to a successor hotnesteader, the LUHA must take steps
to exercise its reversionary interest (or the equiva'lent), to
evict the origina'l homesteader, to protect the property from
vandalism, and to find a successor homesteader to assume the
'loan.

The LUHA's recapture of possession and/or title to the property
may wipe out HUD's security interest for the Section 312'loan,
but ft will not wipe out the'loan itse'lf. The'loan, however,
cannot be assumed by a successor homesteader wi thout the
consent of the original honesteader. The LTJHA ma.y faci'li tate
an assumption by requiring aI'l homesteaders to execute an
irrevocable power of attorney at the time of conditiona'l
conveyance and the signing of the Section 312 'loan documents,
which wou'ld give the LUHA consent in advance to transfer the
Section 312'loan to a successor hotnesteader in the event of a

breach of the hornesteader agreernent. Without such a document,
there can be no voluntary assumption of the Section 312'loan
and the original hornesteader continues to remain l iab'le for
payment. If a successor hornesteader assumes the Section 312
loan after the LUHA exercises its reversionary interest, the

3le0 3- 14
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terins of the assumption and procedures noted in (b) above
shou'ld be fol'lowed, except that the successor homesteader
acquires the property froin the LUHA instead of the original
home s tea de r .

6 . Forecl osure. Forec'losure or a deed i n I ieu of f orec'losure
divests the origina'l hornesteader of his or her right to owner
occupancy of the property, also breaching his or her
condi tional title and Hornesteader Agreernent. Therefore, in
forec'losing, HUD acquires only a partial interest in the
property which is essentially worth]ess, unless i1 i5 snsrged
with the reversionary inten-ost he]d by the LUHA. A forec'losure
a'lso wipes out the Section 312 loan.

Therefore, a foreclosure or deed-in-lieu is a viable option ror
homesteading properties prior to conveyance of fee simple title
to the homesteader only under the following circumstances.

a. The property has substantia'l net va'lue over and above the
estimated cost of for.eclosure, superior liens, and
property managelnent expenses;

The LUHA has f irst used a'l'l reasonable ef f orts to arrange
a vo1untary settlement with the original hornesteader, in
order to transfer the prooerty to a successor homesteader
who will assume al'l or a substantia'l portion of the
Section 312 loan, whfch also both preserves the property
for holnesteading and minimizes the Governrnent's Section
312 I oss;

c. The Lt.lHA quit c'laims its interest in the prooerty to HUD
prior to the initiation of foreclosure (or acceptance by
HUD of a deed-in-1ieu) so that ilUD acquires an interest i t
can dispose of; and

d. The LUHA a'lso agr^ees not to rec'laim the property from
HUD' s inventory for re-hornesteading.

If the property has substantial net va]ue and the LUHA does not
cooperate with nespect to items 2, i, and 4 above, HUD wi'|1
view the LUHA as causing unnecessary'losses to the Section 3L2
revolving fund and the Section 810 appropriation, and will
consider terminating the LIJHA's participation in these
programs.

7. Tax Conseouen ces Invol vfnq Loan Del inquencies.

The LUHA must r-oport to the IRS on Form 1099-5 any gross
proceeds of sale of a homestead/Section 312 security
property (inc]udfng the amount of the'loan assumed) rrom a

b

a
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voluntary conveyance or through exercise of the reverter
c'lause.

HUD Headquarters inust report to the IRS on Form 1099-G the
amount of principal redrrction or accrued interest
forgiveness in connection with a compromise.

HUD i{eadquarters must repont to the IRS on Form 1099-A
when a Section 312 loan is forec'losed by HUD, a deed-in-
lieu is accepted by HUD, or the securitJ property is
abandoned by the hornesteader.

The Field 0ffice Section 312/Urban Homesteading
Coordinator rnust inform Headquarters when the
circumstances in Items 2 and 3 occur so that the forms so
noted can be filed.

B. 0ther public cr private financin g

Where the rehabilitation is financed for a homesteading property
with other pub'lic funding, such as CDBG funds, the LIIHA shou'ld
consider including'language simi'lar to that in paragraph 3-3 A.1.
of this i'landbook, in the Homesteader Agreement and/or the
condi tiona'l conveyance 'instruments. The LUHA's homesteading
interest may not be subordinated to a lien securing other pub'lic
fi na nci ng.

If a private'lender is involved, HUD recommends that the LUHA
negotiate with the 'lender a separate agreement wherein the lender
wil'l provide notification to the LUHA of any delinquency or default
prior to any forma'l action; that the LUHA will be provided a
reasonable perfod or time in which to exorcise its reversionary
rights, including action to remove the homesteader rrom the
property, if necessary; and the LTJHA can Find a replacement
hoinesteader to assume the existing obligation. Where private
'lenders are invo'lved, the LUHA may find it necessary to rnake
payments to keep the 'loan current until the successor homesteader
is located. CDBG funds may not be used to make such'loan payments
unless there r,las a lega'l1y binding comrnitment to do srr (such as a
loan guarantee) prior to commencement of rehabilitation.

3-4. oTHER REQUIREMENIS.

A. Annua'l Inspection

The LUHA must verify by an on-sight inspection on an annual basis,
the continued occupancy of the homestead property by the
homesteader durfng the 5-year conditiona'l period.

b

c

d
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B. F]ood Disaster Protectf on Act (42 USC Section 4012a; 4106)

Buildings'located within specia'l fllood hazard areas identified by
the Federal Emergency Managernent Agency under the Nationa'l F'lood
Insurance Program (NFIP) are subject to the Act and implementing
regu'lations. The fuo requirements affecting homesteading
properties are:

1 Either the LTJHA as the initial owner or the honBsteader as the
ultimaEe owner must:

purchase flood insurance coverage (see paragraph 3
be] ow ) ;

reneu, the coverage so that the f'lood insurance policy does
not lapse during the mandatory period (see paragraph 5
be'low); and

provide proof of purchase of insurance to the HUD Ur"ban
llomesteadfng Coordinator if HUD is transferring the
property to the LIJHA, or to the LIJHA if the LIJHA is
transferring the property to the hornesteader -- for
inclusion in the homesteading fi1e.

2. The unit of general 'local government's responsibil i ty i s:

a

b

c

a

b

to estab'lish and maintain its e'ligibility as a participant
i n the NFIP; otherwi se hornes teatli ng i s prohi bi ted f or
buildings located in special f'lood hazard areas by Section
20?-(a) of the Act; and

to assure compliance with Section 102(a), which prohibits
homesteading in a special f'lood hazard oreir un'less the
property is covered by flood insurance.

3 The LUHA must check property locations against NFIP f'lood maps
to determine whether properties to be transferred are 'located
within F'lood Hazard Zones "A" and "V" series and for which
f'lood insurance is required.

Premium. Flood insurance coverage must be in the amount at
Teast equa'l to the property va'lue (less estimated'lanrl va'lue)
or to the maximum'limit of coverage avai'lable with respect to
the particu'lar type of property as set forth under the Act,
whichever is less.

Term. The mandatory period for Flood insurance is for the
ulEFul life of the property. The NFIP wil'l assune compliance
by providing an annua'l notification to HUD for any property
transferred to the LUHA, but not yet transferred to a

4

5
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homesteader. In comp'leting the rlood insurance apnlication
form, the LUHA or homesteader, as appropriate, will indicate
the name and address of the monitor (HUD or the LIJHA), in item
#6 or #7 on the Federal Etnergency f4anaqernent Aqencv (FEMA) Form
81-16 or comparab'le form authorized by FEMA. Thereafter, FEMA

wi]l forward to the monitor (HU0 or the LUHA) the insurance
renewal premium notice and the nationa'l flood insurance
expiration reissue premium notice in the same manner as it does
to the insured (ttre LUI|R or the hrrmesteader). Samp'les of these
forms are contafned as Exhibits 12-1 through 12-4 of HUi)

Handbook 7375.01, Rev.2, Section 312 Rehabilitation Loan
Program. The LUHA should keep an up-to-date listinq of each
insured property, inc'luding address, descrfption, amount and
the mandatory period of insurance coverage, the expiration and
renewal dates oF the flood insurance policy, the name atrd
address of the insurer, and the applicable insurance policy
numbers; and take any reasonab'le means to enforce the 1ega1
requirernents and consul t with the HUD Field Office prompt'ly on
any unreso1ved flood insurance purchase problem or
de1 inquency.

C. Lead-Based Paint

Pursuant lo 24 CFR sectir:n 590.11(d)(5), the Department's
regulations with respect to'lead-based paint at 24 CFR Part 35 are
current'ly appl icab'le to the Urban Homesteading Program. Part 35

contains the fol'lowing relevant provisions:

Requirement of notification to "purchasers" of housing
constructed prior to L978 of the hazards of 'lead-based paint
poisoning (Part 35, Subpart A). A'lthough hornesteaders are not
technically "purchasers," the LUI-IA shou'ld nevertheless do this
notification before a prospective homesteader accepts title t"o

the property, as part of the process of inforrning the prospec-
tive homesteader about the resu'lts of the inspection and what
rehabi'litation is required to correct "immediate hazards" on

"app'licable surfaces" under Part 35, Subpart C. Thus, the
homesteader will be in a position to accept title knorving what
rehabilitation is required to meet lead-based paint hazard
el imination standards.

3

Prohibi tion of the use of 'lead-based pai nt in federa'l1y
assisted rehabil itation (Part 35, Subpart B).

Provision requiring the inspection or housing constructed prior
to 197E and its treatinent to eliminate "immediate hazards" on

"app1icab'le surfaces" (Part 35, Subpart C) . Under Part 35,
this consists principa]ly of the coverinq or remova'l of
defective paint surfaces, defined as cracking, scal ing,
peel ing, chipping or 'loose paint. These condi tions shal'l be

1

2
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e'liminated as part of the rehabilitation undertaken by the
hornsteader under the direction of the LUHA.

Some housing transferred to LUHAs ma.y have already been treated by
HUD to eliminate lead-based paint hazards as part of HUD's propert-y
disposition process; notification of hazards is still required for
these properties. In addition, if the property is being
rehabilitated with either CDBG or Section 312 funds, more stringg6l
hazard elimination requirements will apply (CDBG -- see 24 CFR

section 570.608; Section 312 -- see 24 CFR section 510.410).
Finally, Section 566 of the Housing and Community Development Act
of 1987 substantially amends the Lead-Based Paint Poisoning
Prevention Act, essentially to require testing of HUD-associated
housing constructed or substantia11y rehabilitated prior to 1978,
and treatrnent of both intact and non-intact paint surfaces. LUHAs
sha'l'l comply with HUD's regu'lations implementing the new act with
respect to alI properties transferred to homesteaders.

J.I 3t90
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CHAPTER 4. APPLICATION REVIEl^I AND PROCESSING

4-1. PREAPPLICATION PROCEDURES

A. Technica'l Assistance

When a State or unit of general loca'l government indicates a desire
to participate in the HUD Section 810 Urban Homesteading Program,
the Urban Homesteading Coordinator sha'l'l exp'lain the statutory,
regu'latory, and program management requirements. The Coordinator
may request the technical assistance of Fi"16 Qffice specialists,
e.g., FHE0, Regiona'l or Field Counsel's 0ffice, etc., to provide
advice to the State or unit of general loca'l government.
Additionally, the help of other local oFficials who have experience
in administering a homesteading program may be ca'l'led upon to
provide valuab1e insights for their peers.

B . P'lanni n Informa ti on

If the State or unit of general local government wishes to apply to
participate in the program, the Coordinator shall provide the
prospective app'licant with a copy of this Handbook and sha'll
specifica'l'ly:

1. Explain the program app1ication requirements;

Inform the State or unit of genera'l 'loca'l governmen
other Federal requirements that shou'ld be considere
planning stageS, e.9., Flood Disaster Protection Ac'lead-based paint, affirmative marketing, etc;

Make a preliminary evaluation of the capacity of the State or
unit of genera'l loca'l governlnent to initiate a program and
provide whatever additional technica1 assistance on program
design and management as may be necessary or requested;

Inform the State or unit of general 'local government that it,
or its designated public agency or qualified community
organization, must have the 'lega1 authority to carry out an
Urban Horesteading Program, such as the acceptance and
conve.yance of properties under the provisions of the Act and 24
CFR Part 590;

Inform the State or unit of general loca'l government of the
range of funds that would be avai'lab'le in the Fie'ld 0ffice
based on the timing of program initiation during the fisca'l
/eir 1n6 the number of avai'lab]e properties currently suitable
for homesteading;

2

3

4
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6

7

I

Inform the State or uni t of genera'l 'local government that i t
shou'ld be reasonably certain that it wi11 be ab'le to acquire a
minimum oF five properties each fisca'l year. This may not be
possib'le for a LUHA that is approved near the end of the fisca'l
year, but should occur in subsequent.years in order for the
program to be cost effective;

Encourage the State or unit of general local government to
establish a counse'ling and/or training program that adequate'ly
informs the homesteader of his/her homesteading
responsibilities, and how to manage and maintain a home;

4-2.

Provide a listing of HUD-owned properties in the State or unit
of genera'l 'local governmenl'5 .jurisdiction not subject to
executed repair or sales contracts or'leases; and

9. Have the State or unit of general 1ocal government request a
similar 'listing of VA- and FmHA-owned properties from the
offices of those agencies having jurisdiction over the
Iocality. No interruption of disposition activities for
properties on the lists provided by the Federal agencies sha'l'l
occur during this preapplication stage.

APPLICATION SUBMISSION REQUIREMENTS

A. Identity of Applicant

The applicable State or unit of qenera'l 'loca'l govennment must be
the applicant seeking approval of the loca'l urban homesteading
program from HUD. The State or unit of general Ioca'l gcvernment
may directly act as the loca'l urban homesteading agency (LUHA) or
it may designate a separate, independent 'local public body or
qualified community organization to act as the LUHA, provided that
such body also executes the Urban Homesteading Program
Participation Agreement with HUD. In either case, the program
application is executed in the name of, and submitted by, the
responsib'le State or unit of general local government itse'lf .

B . Submf ssi on of Appl i ca ti on

The Chief Executive 0fficer of the State or unit of genera'l loca'l
government or his/her authorized representative, may execute and
submit an application for the first time at any time during the
year to the appropriate HUD Fie1d 0ffice. In subsequent years, the
State or unit of general 'local government wi'll submit an annua'l
request to continue program participation no later than August 1 of
each year (see paragraph 4-7). The application or annua'l request
to particfpate cannot be executed in the name of, or be submitted
by, a designated public agency or qualified community
organization a'lone.

3/90 4-2



5400- 1 RFV-1

C. Content of App'lication [590.11 (a).1

The initial application sha'll contain:

Standard Forn 424 (Apfrendix 2).

A map of each oroposed urban homesteading neighborhood with
geographic boundaries indicated and census tracts shown.

A staternent of the loca'l goals for the homesteading program for
each nei qhborhood se]ected. Goa'l s shou'l d be i n con formance
wf th the 'l oca'li ty's overal'l communf ty deve'lopment goa1s. Thl s

will assist the LiJHA and HUD in judging whether the program is
achieving the intended results and whether its procedures are
consistent with meeiing its goals.

A description of the applicant's proposed hornesteader selection
procedures whicn complies with Chapten 3, paragraph 3-1, F. and
24 CFR se0.7(b)(2).

The app1icant's proposed legal documents for conditional and
tee simp'le conveyance and the Hornesteader Agreenent, developed
pursuant to 24 CFR 590.7(b)(3), (5) and (7).

An estimate of the amount of Section 810 funds to be used
during the current Federa'l fisca'l year and a statement
describing the basis for the estimate, inqlurling the number or
properties expected to be acquired durinQ the year preoared
after consu'ltatfon with HUD/FHA, FmHA or VA, as aDpropriate.

If the applicant itse'l F will be acting as the LIJHA, the
applicant should identify the department, bureau, or office oF
the State or uni t of loca'l governinent that rvil1 be responsible
for the'loca'l Urban Hornesteading Program. If the applicant
will be designating a separate public body or a qua'lified
communfty organization as LUHA, the applicant must submit a
wri tten agreement which meets the requirements noted in Chapter
3, paragraph 3-1, D, and 24 CFR 590.7(c). Identification of
the loca'l contact person, and his/her title and telephone
number, shou'ld be i ncl uded.

Certifications meeting the requirements oF 24 CFR 590.11(d)
signed by the 'locality's Chief Executfve 0fficer or their
authorized representative and the Chief Executivo 0fficer or
authorized representative of the designated LUHA (Appendix 3).

Any additiona'l documentation that HUD requests after initial
application review pursuant to the standards of 24 CFR 590.13.

1

2

3

4

5

6

7

B

9

4-3 3lq0



6400.1, REV-1

D. Field 0ffice Responsibility

The Urban Homesteading Coordinator sha'l'l :

t Immediately upon receipt of the application in the Field
0ffice, date stamp tht? application and 1og it in the Field
0Friq. records;

l^lithin three da.ys of the log-in date, screen the apDlication
for complr-.teness in accordance wf th the requirements of
paragraDh c. above; and

l,{ithin Five days of such'los-in date, notify the applicant in
writing that the application has been received and officially
accepted fnr review or is being returned because there are
missing items or deficiencies.

4-3. INITiAL APPLICATION REVIEhI

A. Fiel d 0ffice Responsibil i ty

Application reviews shall be made by Community P'lanning and
Deve'loprnent (CPD) staf f , Fair Housins and Equal Opportuni ty (FHE0)
staff, the Environmental Clearance 0fficer (EC0), and consu'l tation
with Fie'ld Counsel , as appropriate. Al'l reviews shal1 be comp'leted
within 30 calendar days from the date that the Fie'ld 0ffice
otficially accepts the applilqtion FoT n-.v@h a-

2

3

2(D)(3).)

B. Community Planning and Develo prnent Review

The Urban Homesteadi ng Coordinator sha'l'l review the ini tia'l
application to determine whether it may be approved under the
application review standards of 24 CFR 590.13. This r"equires
the proposed program to comply with a'l'l requirements of the
Act, ?-4 CFR Part 590, and any other applicable laws and
regu'lations, and this Handbook. A LUHA may be requested to
suppl emen t i ts afrpl i ca ti on to provi de evi dence o1' the 'lega'l

authority empowering the LUHA to carry out its program, the
dppropriateness of its program design (inc'luding program
advertising and marketing methods), or any other data to which
the locality certif ied or is re'levant to app'lication approva'1.

The Urban Hornesteading Coordinator sha'll consu'l t wi th other CPD
staff (CPD Representative, Rehabi'l itation i{anagement
Specia'list, etc. ) to learn if they have an.y information, based
on past experience with the app'licant fn administering housing
rehabil itation and community development programs, which is
substantia'l1y inconsistent rvitn the appl icant's certi f ication
concerning its ability tr: administer a program in a time'ly and

1

2
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cost eFfective manner. Specificallv, does the applicant or its
designated administering agency have the capacity to administer
this new program or does it show a demonstrated lack of
capacity to undertake this added responsibility.

3 The application must be consistent with al'l avai'lab]e facts and
data. That is,

a Are there monitoring issues, audit findings, etc. re1ated
to other HUD programs that should be reso'lved before this
new program is considered for approval?

If the app'licant designates a public agency or a qualified
communi t-y organization as the Loca'l Urban Homesteading
Agency to administer the progratn, is the agency a

legitimate public or non-profit agency? If there is any
question about the eligibility of a particular LUHA, the
Fiel d 0f f i ce Counse'l shou'ld be consul ted.

b.

Does the estimated va'lue of forecJosed Federal properties
come within the $25,000 va]ue permitted under the
regulation to acquire a Section 810 property? Is the
estimate reasonab'le in light oF property values in the
designated urban homestead neighborhoods? If not, wi'l'l
the applicant utilize other community development funds in
conjunction with Section 810 funds to acquire the intended
federal'ly-owned properties for hornesteading. No new
program should be approved that requires an authorization
to acquire higher value properties upon initia'l entry into
the program (see Chapter 7, paragraph 7-3, B.), unless the
LLIHA agr"ees to supDlement the Section 810 funds with CDBG

or other public funds.

C. Envi ronrnen tal Revi ew

HUD comp'liance with 24 CFR Part 50 requires that an envf rontnenta1
review be completed either prior to HUD approval of the Urban
Hornesteading applfcation (and prior to HUD aoproval of any
amendrent to add, de1ete, or a'lter the boundaries of target urban
homesteading neighborhood(s)) or prior to the transfer to the LUHA

of any property in a neighborhood which has not had an acceptable
environmenta] review under 24 CFR Part 50.

The environmenta'l review wil'l consist of one of the fo]'lowing:

Adoption of a prior environmenta] review where the State or
unit of generaT-Toca1 government, for purposes of its separate
CDBG, I.JDAG, Section 31.2, or Renta'l Rehabilitation Programs, has
completed an environmental assessrnent or Environmental Impact
Statement in the proposed urban homesteading neighborhood(s).
This shall inc'lude a comprehensive review of environmental

c
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conditions in the proposed target urban homesteading
neighborhood(s) and rLaview of how the proposed urban
homestpading actfons and all other re'lated public actions
impact the environrnent of the proposed target neighborhood(s).

The Fie'ld 0f f i ce Envi ronmenta'l 0f f i cer shai 1 determi ne whe ther
the review submitted by the State or 'loca'l qovernrnent is
acceptable. If it is acceptahle, the Environmental 0fficer
shal'l docuinent this in writing; or

2. where there is no such acceptab'le orior review, the state or
unit of general 'loca'l government may prepare a new or amended
environrnenta'l assessment or^ Envir rits separate cDBG, UDAG, section 312, or Rental Rehabilitation
Program or independently to inc1ude both the urban homesteading
neighborhood(s) and activities. If the new or amended
environmenta'l assessment or EnvinonrnentaJ Impact Stateinent is
found acceptable, the Field 0ffice Environrnental 0fficer sha'l'l
document this in writing; or

3. if there is no prfor environmental review (as in #1 above), or
if the state or unit of general local governrnent e'lects not to
prepare an assessment (as in #2 above), a review is required on
each property that the LUHA identi fies on Form 40050 to be
transferred. l,Jhere the aggregation cri teria of 24 cFR 50.21
are app'licable, the affected units listed on Form 40050 shall
be eva'luated together, including pertinent environrnental
aspects of the community's coordinated approach to neighborhoorl
irnprovement for the LUHA-designated neighborhood. The LUHA is
required to provide docunBnta tion that wi I I enab'le the HUI')
Urban Homesteading Coordinator to prepare the environmenta'!
review in accordance wf th Part 50. The Fie]d Environmental
Office wi'l'l provide advice and assistance, as necessary.

HUD and LUHA's shou'ld be aware that a'l'l properties entering the HUt)
f nventory of forecl osed properties are sub ject to envi ronrnenta'!
review by HUD Propertv Disposition staff. Furthermore, 'later, when
the property is transferred to the individual homesteader and the
rehabilitation funding source has been identiFied, an additional
review will be necessary if the funding source is a sectir:n 312loan. where section 312 loans are used, the LUHA or the roca]
processing agency (LPA) will furnish to HUD the approrrriate
information needed for treatrrBnt of rehabi'litation activities
required for compliance with 24 cFR Part 50.4 and in accordance
with the procedures described in the Sectfon 3LZ rehabi'lftation
Loan Financing Handbook, HljD Handbook 7375.01, Rev-2.

D. Fair Housinq and Equa'l 0pportuni ty Review

FHEO staff shall review the app'lication under the standards in 24
cFR 590.13 with respect to the requirements cf 24 cFR 590.11(d)(5)
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and paragraph 3-1, E. of this Handbook for the applicant and LUHA

to comp'ly with civil rights'laws and do affirmative marketing.
This is intended to ensure non-discrimination in the se]ection oF
homesteaders and that no eligib'le person is denied equal
opportunity for housing, or exc]uded from equa'l participation in
the homestead program, on the basis of race, creed, color, nationa'l
origin, age, sex, handicapping condition, religion, or fami'lial
status and that the applicant and LUHA wi'11 comply with all
requinements of Title VI of the Civil Rights Act of 1964; Executive
Order" 11063; Tit'le VIII of the Civi'l Rights Act of 1968, as
amended; section 504 of the Rehabi'litation Act or 1973; and the Age
Discrimination Act of 1975, Section 562 of the Housinq and
Community Deve'loDment Act of 1987, and a'l'l applicable regu'lations
issued under these authorities, in any activity in its Hotnestead
P rogram.

E. Legal Review

Legal staff sha'll review the applicable homesteader conveyance
documents, as applicable, contained in the application for
compliance with 24 CFR Part 590 and this handbook, and State and'local law. Field Counse'l shall also review the written agreement
between the applicant and the LUHA, if any, for cornp'liance with 24
CFR 590, particularly 590.7(c), and this Handbook. Field Counsel
may rely on opinions of public body counse1 as to questions of
State and local 1aw, or may independent'ly assess these questions,
at their discretion.

Coordination of Reviews. Completed reviews of the application
an Homesteading Coordinator for

coordination in completing the approva'l/disapproval process (or
further action in accordance with paragraphs G. and 4-4 be1ow.)

G. Correction of Deficiencies and/or Disapprova'l of the Application.
If information pFeiented in any reviews of the app'lication
indicates the applicant does not meet the review standards of this
paragraph (Application Review, paragraph 4-3) and 24 CFR 590.13,
the applicant shall be given the opportunity to deve'lop appropriate
al terna ti ves.

If adequate alternatives can address the deficiencies, a letter
for the CPD Director's signature shall be sent to the app'licant
out'lining the recommended changes in the program and requesting
a response within 30 calendar days.

If there are no workab'le alternatives, the CPD Director shal'l
send a'letter to the applicant stating the specific reason(s)
for disapproval of the application, As required by 24 CFR

590. 13.
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4-4. APPROVAL OF THE PROPOSED URBAN HOMESTEADING PROGRAM

When the Urban Homesteading Coordinator has reviewed the
assessments of the application and all requirements of the statute
and regulations have been fulfilled and there appear to be no
irnpediments to a workable program, the orogram sha'll be r^ecommended
for approval.

If a satisfactory revision to the program fs proposed by the
applicant in response to HUD recommendations under paragraph 4-3,
G.1, the orogram sha'l'l also be recommended for approval.

If a revision to the program is proposed by the applicant which
will require time to impleinent, and the program is feasible to
start prior to fu]l correction of the problem area, the program may
be recommended for aoproval, with conditions.

The urban Hornesteading coordinator sha'l'l review the number and
estimated fair market va'lue of federally-owned properties in the
urban homesteading neighborhood(s); the avai'!ability oF section 810
funds to the Field 0ffice; the readiness of the'toca'lity to begin
property transfers; and the length of time'left in the fiscal year
to spend funds. Based on this review, the Coordinator shal'l
prepare an approval package for the Field 0ffice Manager's
signature which inc'l udes:

1. The cPD Director's recommendation to the Fie]d 0ffice Manager
to approve the program;

If funds are availab]e at the time of application approval, an
approval letter to the Chief Executive 0fficer (CE0) of the
app]icant stating the amount of funds assiqned to the Fie'ld
0ffice, and that funds wi'l'l be reserved for specific prop,orties
on a first-cone, first-served basis upon execution of the Urban
Homesteading Procrarn Participation Agreernent, and the
assignment of a program number which reflects the current
fisca'l year (see Chapter 5, Numbering Sysr-em for Urban
Hornesteading Documents). The i tems noted in subsection 4 be]ow
must be attached. If a temporary 60-day initia'l al'location of
Section 810 funds is to be rnde avai]able to the LUHA at this
titne pursuant to 24 CFR 5q0.21 and paragraph 6-3.C. of this
Handbook, the letter shou'ld al so di scuss that al location.
(Appendix 26C)

If funds are not available at the time of app'lication
approval, an approval 'letter to the CEO that assigns a program
number to the LiJHA (Appendf x 26A) . The letter sha'l'l indicate
that there is a delay in funding and the anticipated date oF
when funds will be avaflab]e in the Field Office. The items
noted in subsection 4 below rnust accompany this first letter to
the CEO. Upon availability of funds, a second letter shall be

A

B
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sent to the CEO that states the amount of Section 810 fundinq
assigned to the Field Office (Appendix 268). This'letter sha'l'l
state that tunds will be reserved for the LIIHA for specific
properties on a first-come, first-served basis, upon execution
of the Urban Homesteading Agreement. If a temporary 60-day
initial a]location of Section 810 funds is to be made available
to the LUHA at this tirne pursuant to 24 CFR 590.21 and
paragraph 5-3. C. of thi s Handbook, the 'letter shou'l C al so
di scuss that a'llocation.

4 An original and two copies of the HUD-40051
Program Participation Agreement (Appendix 4

l..lrban Home s teadi ng,
)

G

E

F

The approval package sha'lI be transmitted to the Field Counsel for
concurren ce.

When the approval package has been 6e66qrred in by the Field
Counsel, the package sha'll be submf tted to the Field 0tfice :vianager
for signature. tJpon execution of the approval package, the Urban
Homesteading Coordinator shall send the approval letter, inc'luding
items'listed in paragraph 4-4, D.4, above to the Chief Executive
0fficer (CE0) of the app'licant. The CEO of the applicant, or the
authorized representative, and the CEO or the authorized
representative of any separate public agency or qualified community
organization designated to adrninister the program, ir arlp'licab1e,
wil'l sign the Urban Homesteading Prograrn Participation Agreernent,
return the original copy to the Urban Homesteading Coordinator and
retain a signed cop.y.

When the Urban Homesteading Program Participation Agreement is
executed and returned to the Field Office by the applicant, the
Urban Homesteading Coordinator shal'l :

1. Forward copies of the Agreement to the Regional Accounting
Director and the Regional Director for Communi t.y P'lanning and
Devel opmen t;

Send one copy of the Agreement, Standard Forn 424, dDDlication
and approval letter to the Director, Urban Hornesteading
Program, Rehabilitation Loans and Homesteading Division, Office
of Urban Rehabilitation, CPD, Headquarters; and

Give a copy of the Standard Forn 424 to the F0RMS/CPD
Data Base Manager who wi'll enter the approprfate information on
the C24 management information system (See Chapter 11,
Reporting and Recordkeeping).

2

3

In subsequent approvals of any
paragraph 4-6 be1ow, the Urban
provide approval documentation
thi s paragraph.

Program Amendments as noted in
Hornestea<ling Coordinator shal I
to the same offices as stated in
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4.5. URBAN HOMESTEADING PROGRAM PARTICIPATION AGREEMENT

A The Urban Homesteading Program PartfciDation Agreement, HUD Form
40051 (Appendix 4), executed by the Fietd 0ffiie Manager, the cEOof the app'licant, or the authorized representative, and the cEO or
the authorized representative of any independent public agency or
qualified community organization designated as a LUHA, if
appl icab'le, shal l be val id unti'l the I ocal urban homesteadinq
program is c'losed out by HUD. (Agreements are not executerl on an
annual basis.) The Agreement is re-executed by al1 Darties on]y
when the administering agency for the 'local program changes (See
paragraph 4-6, G).

B. The Agreement does not obligate HUD, the VA or FmHA to transfer
tit'le to a specific number of propertfes or particular properties
identified in the application; and ft does not legally ob]igate HUD
to expend a specific amount of Section 810 funds in connection with
the program.

C. The regulations in 24 CFR Part 590 beconp part of the Agreement.

4-6. PROGRAM AMENDMENTS

A At any time during the year the Chief Executive Offfcer, or
authorized representative, of the State or unit of general 'local
government mav submit proposed arnendments to a HUD-arrproved 'loca'l
urban homesteading program. HUD approval is required before the
State or uni t of general 'loca'l government changes the size,'location or number of urban hornesteading neighborhoods; the pub'lic
agency or qualified community organization designated to administer
the program; the goals of the program; the hornesteader selection
procedures; or substantial1y changes the 'lega'l documents
transferring the property to the homesteader.

Requests for HUD approval of program amendments shall include, as
appl i cabl e:

1. a cover letter explaining the reasons for the requested
revision,

2. a Standard Fonm 424 attaching, to the extent applicable:

a. a revised goals statement for the neighborhood(s);

a map of the revised urban homesteading areas;

a revised LUHA designation;

a description of the revised homesteader selection
procedure s;

B
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U

e. the applicant's revised 'lega1 documents for conditional
and Fee simple conveyance and the l'lornesteader Agreement.

The Urban Homesteadfng Coordinator will have the requested
amendments tr: the initia'l application (see paragraph 4-?-, C,\
(except funding) reviewed by the oriqinal application reviewers, to
the extent necessary, in accordance with 24 CFR Part 590.13(b) and
paragraph 4-3, taking into account the overa'I1 performance of the
applicant under the performance standards in 24 CFR 590.29(a) as
we]l as the nature of the amendrnents themselves.

Reviews based on the follcwing criteria should be comp'leted within
30 calendar days. Additiona'l data needed for the reviews may be
requested Frr:m the State or uni t of general 'loca'l goverrrment.

1. Altering Target Neighborhood Boundaries. Reviews of requests
to en'large or contract approved urban homesteading neighborhood
boundaries shoul d focus on whether the app'licant's stated goa'ls
for the prograrn can continue to be achieved in a cost-effective
manner; whether appropriate suppcrlinq activities and services
wi'll continue to be supplied; whether properties suitable for
hornesteading are available; and whether sufficient financia'l
resources to support the required rehabilitation are
avai'lable. Above al l, approva'l of proposa'ls tcl a'lter or change
neighborhoods shou'ld take into consideration the LUHA's prior
performance in selecting properties and moving them through the
home s teadi ng proce s s .

Changing Target Neiqhborhoods. Reviews of requests to add or
de'lete urban hornesteading neighborhooCs should focus on the
same criteria as paragraph 1 above, with particrllar emphasis on
the goa'ls of the applicant and the suitabi'lity of the new
neighborhood(s) for the type of treatment proprrsed.

3. Changing Neighborhood Goals. Reviews of requests to change the
appl icant's goa'ls for the urban hornesteading target neighbor-
hood(s) should focus on th-" consistency of the new goals
with the statutcry goals of the program as stated in 24 CFR
590.1(b); that is, the purpose of the program is to use
existing housing stock to provide homeownership opportunities
primarily ror lower-income families, and encouraging pub'lic and
private investment in the hornestead neighborhood(s) thus
assisting in their preservation and revi ta'l ization. The new
goals shou'ld be achfevable in a timely manner consistent with
the resources of the applicant; economic and neighborhood"
conditions; the state of the housing market; the ability of
public and private supporting agencies to per^form for the
applicant; and the likelihood of the other public and private
i nvestmen t rm terial izi ng.

t)
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4. Chan 1n Homesteader Se'l ecti on Procedures.
ome s tea rse ec on Droce res must ocu s

,Revi ews of
on comp'liance with

24 CFR 590.7(b)(2) and paragraph 3-1, D. and E. of this
Handbook.

5. Qlanging Legal Documents. Review of these documents should be
conducted under the pFincip'les stated in paragraph 4-3, E. of
this Handbook.

1n6. Chan Desi nated Administrative ncies. Reviews of
neques ts c ange e APP cant s ES gna d agency shou'ld
focus on the 1ega1 and administrative capacity of the new
agency to carry out the program in a timely and cost-effective
manner. Specifically, Field Counse'l shou'ld a'lso review the
written agreement with the LUHA under the principles stated in
paragraph 4-3, E. of this Handbook and, in addition, shall
assure that apprepriate provisions are included to transfer
interests in homestead properties he'ld b,y the former LUHA to
the new LTJHA in accordance with 24 CFR 590.7(c) (3) (iii ).

E. As a resu'lt of periodic peri'ormance monitoring, deficiencies in
prograln operation may require HUD to recommend or require program
revisions in addi tion to providing technica'l assistance. The Urban
Honesteading Coordinator shou'ld inform the'loca'lity of n6y
recommendations and provide the necessary technical assistance.

F. The procedures for prograrn disapproval or approva'l actions in
paragraphs 4-3. G. and 4-4 above sha'll be fo]lowed for program
revisions that are basically application changes.

G. The Urban Homesteading Agreement shall be amended to reflect the
approved change in the desiqnation of a ne,v administering agencyfor the local urban homesteading program and sha'll be re-executed
by the Field Office Manager, the Chfef Executive 0fficer oF the
applicant, or the authorized representat.ive, and the CEO or the
authorized representative of the administering agency.

4.7, ANNUAL REOUEST FOR P ROGRAM PARTICIPAIION

A The chief Executive 0fficer or authorized repr"esentative of the
state or unit of 'loca'l government (the applicant) shal'1, no 'later
than August 1 of each succeeding Federal fiscal year, sen-d a-
request to the Fiel d 0Ff ice i"'lanager for continued program
participation. A Standard Form 424 is not required to continue in
the program unless the LUHA fs a'!so making program revisions at
this time (see paragraph 4-6).

If the app'licant wishes to actively particioate in the program
with federa'l1y-owned properties, the letter for continued
program participation must contain an estimate oF the Section
8L0 funds needed for the year, alonq with a brief description
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2

of the basis for the es'timate, includinq the number of
properties expected to be acquired during the .year prepared
after consu'ltation with HUD/FHA, FmHA or VA, as appropriate.
Additiona'|1y, if the app'licant wishes to make amendments to its
HUD-approved program at this time, the procedures 'lfsted in
paragraph 4-6 above shou'ld be fo1'lowetl and the additional
information attached to the letter.

If the applicant wishes to maintain HUD approva'l of its Urban
Homesteading Program, but anticipates that it may be inactive
in the beginning of the fiscal year because there are few or no
'Federal'ly-owned properties suitable for homesteading that are
avai'lable at the tiine of the annual request to partfcipate, the
si tuation shou'ld be described brief Iy in the letter. If a LIIHA
remains inactive for rnore than two years and 'local market
conditions demonstrate that an insufficient number of
aFfordab'le, federa'l'ly-owned properties is likely to be
availab'le for the next Federal fiscal year, the Urban
Hornes teadi ng Coordi na tor shoul d i mpl ernen t the c'l ose-ou t
procedures stated in Chapter 14.

If the applicant submits an annual request For program
participation, the Urban Hornesteading Coordinator shou'ld review the
request as fol'lows:

Program amendments submitted with the annua'l nequest For
program participation should be reviewed and acted upon as in
paragraph 4-6 above.

Annua'l performance reviews sha'l'l be conducted by the Urban
Homesteading Coordinator in accordance with Chapter L2 of this
handbook, and the applicant's compliance with monitorfng
findings and conditions on the Urban Homesteading Agreement
sha'll be investiqated. If the applicant has rnade satisFactory
progress in meeting the conditions and resolvfng the findings,
i ts continued participation in the program shou'ld be
recommended for approva'l to the CPD Director. If managernent
problerns have yet to be resolved, but they do not seriously
inhibit the successful operation of the program, and they are
schedu'led to be addressed during the upcoming program year, a
condi tiona'l approval of continued participation shou'ld he
recommended. If the program is plain'ly inconsistent with
availab]e facts and data, or the appl icant's past perforrnance
does not meet the standards in 24 CFR 5q0.?-9(a) (see Chaoter
12), and is not like'ly to be corrected in a reasonab'le period
of time, the request for continued program participation should
be disapproved and the applicant shal'l be advised in writinq of
the specific reasons for disapproval pursuant to 24 CFR

590.13(b). Action shal'l then be taken to close out the prosram
in accordance with 24 cFR 590.23 and Chapter 14 of this
Handbook.

B
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3 The Section 810 funding request shou'ld be reviewed in
coordination with the HUD Property Disposition staff anrl the vA
and FmHA Property Manaqement staffs to ascertain whether the
applicantrs estimate of the number of suitable federa'l'ly-owned
properties proposed to be avai'lab]e during the program -year isrealistic, and whether the estimates of average fair market
values are correct. In genera'l, a LUHA should be able to
anticipate hornesteading a minimum of five properties per year
in order for its prograrn to be cost effective and have a
discernable neighborhood impact.

while the RegionaJ and Fie'ld Offices are awaitinq Headquarters
approval for the new Fisca'l Year funding, the Urban
Hones teadi ng Coordi na tor sha'l 'l preoare the annual program
participation approval package. The package shal'l include:

a. The recommendation of the CPD Director to the Field Office
I'tanager that the LUHA be approved to participate in the
Urban Homesteading Program for the new Fiscal year;

b. An approval letter to the Chief Executive 0fficer of the
applicant stating that the funding 'leveJ for Section 810
funds has not been estab'lished at this time, but they will
be notified in writing of funding availability at a tater
date, and the program number ref'lecting the new fisca'l
year for whfch the funds are provided (Appendix 26D);

C. If a program amendrnent designating a new administering
agency is approved at this time, an amended Urban
Homesteading Program Participation Agreernent, HUD-40C51,
shall be prepared and processed as in paraqrarrh 4-6
above.

The approval 'letter sha'll be completed and the re1evant i tems
processed in the same manner as in paragraph 4-4, D., E., F.
and G. and the applicant notified of approval no'later than
0ctober L, the first day of the new Federal fisca'l year. The
FORMS/CPD Data Base Manager sha'I1 be informed of the LUHA's new
Fisca'l Year project number, and any other changes, as
appropri a te.

6. HUD's Notification to Con ress -- HUD-40052. Since LUHAs will
rece ve ec on n son yas n V ua properties ars
acquired on a first-come, tirst-served basis, HUD's
notification to Congress will occur upon obligation of al'l
funds for the LUHA for that Fisca'l Year.

When al I LUHAs wi thi n the Fie'l d 0 Ff i 69 have acqui red at 'l the
properties that they wi'll be ab'le to acquire tor the Fisca'l
Year or there are no longer funds availab1e to acquire
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additional properties, the Urban Homesteading Coordinator shatl
prepare a separate HUD Notification to Conqress, HUD-40052, for
each LUHA which will state the amount of Section 8L0 funds
expended (see Appendix 5). The HUD-40052's sha]'l be batched
and sent to the Director, Urban Homesteading Program,
Headquarters. A copy sha'll be sent to the Regional Director,
CPD. Upon receipt of all HUD-40052's from all Field 0ffices,
the Director, Urban Homesteading Proqram, will batch them and
send them to the Assistant Secretary for Legislation and
Congressiona'l Re'lations (LCR). (No individual HUD-40052 is to
be faxed directly to LCR. )
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CHAPTER 5. NUMBERING SYSTEM FOR URBAN HOMESTEADING PROGRAMS

5-1. ADMINISTRATION AND CONTROL OF PROJECT NUMBERS

A The project number is assigned by the Field 0ffice Urban
Homesteading coordinator in cPD when the application is approved.
(see Appendix 8 for al'l Urban Homesteading project numbers through
FY 198e. )

The Urban Homesteading Coordinator is responsible for notifying the
LUHA and the appropriate HUD, VA, and FmHA Offices of the number
assiqned to each LUHA within its jurisdiction. This includes
notification that the Fisca'l Year segment changes each year.

AlI documentation related to the urban Honesteading prooram must
reference the number assigned to the LUHA, in the formats presented
in this chapter.

5-2. NUMBERING SYSTEM FOR ALL URBAN HOMESTEADING DOCUMENTS

Program.Accounting System. The automated OFA program Accounting
ffi;rmoAffis up to 14 characters for the Urban
Homesteading numbering system. No spaces, hyphens, or SJashes are
permitted in the number. This format is used for a'll documentation
with the exception of the urban Homesteading Program Management
Information System (UHPMIS) and F0RMS/CPD noted in "B" below.

The numbering system has six segments.

1. Program Identification (L character)
H-Urban Homesteading Program

2. Fisca'l Year Identification (2 characters)

The 'last two di gi ts of the current f i sca'l year. The f i scal
year seqment changes wi th each new f i sca'l year, whi 1e a'l I other
segments rernain the same.

3. Identification of Program Type (2 characters)

UH-Regular Urban Homesteading Program
UL-Local Property Demonstration
UM-Mul ti -Fami 1y Demonstra ti on

4. State Code Q digits)

The Federal standard t-wo digit numeric code for the state in
which the LUHA is located. (Appendix 6, Instructions for

B

C

A
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5

6

Updating the Quarter'ly Property Report and Quarter'l.y Progress
Report, HUD-40063-A, for the list of State codes.)

Urban Homesteading Sequential Number (4 digits). See paragraph
5-3 of this Chapter for further explanation.

Uni t of Government (l oca'li ty) alrbreviation (3 characters)

The abbreviation will assist in identifying the LUHA. The
Urban Hornesteading Coordinator has discretion in assigning the
abbreviation, but it must nelate to the name of the State or
unit of general local government.

EXAMP LE :

B

Chicago was the first loca'lity with an approved regu'lar Urban
Homesteading Program in Illinois and was assiqned the following
number in FY 1989 which appears on a'I1 its program related
documen ts.

Prog./Fiscal lProg./
Iden. /year /type/State/Sequence/Alpha

H 89 UH L7 OOO1 CHi
Actua'l PAS Number: HA9UH170001CHi

UHPMIS, FORMS/CPD. The number segments for UHPMIS remain the same

ffihehyphensmustbepresent.UHPMISrequiresfour
hyphens and accommodates up to 18 characters for the Urban
Homesteading project number s-ystem. See Appendix 8, Urban
Hornesteadi ng Pro ject Numbers.

EXAMPLE:

H-89-UH-17-000lCHI.

This t8 character format is used only with the UHPMIS and
FORMS /CPD.

The project number is entered in F0RMS/CPD also in lsqorddnce with
the procedures in F0RMS/CPD Data Base l{andbook, 6525.1 Rev. 1.

URBAN HOMESTEADING SEQUENTIAL NUMBER

A sequential number is assigned for each 'loca'li ty participating in
the Urban Homesteading Program. Participating localities are
assigned a sequential number by the Field Qffice in the order they
are approved. Start with 0001 for the first assigned number, 0002
for the second, and so on.

5-3.

A
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B In Field Offices which cover more than one State, sequential
numbers are stil'l assigned in the order in which localities are
approved regard'less cf which State they are located.

EXAMPLE:

H89UH3100010MA Omaha, Nebraska
H89UH190002DEM Des l,1oi nes, Iowa
HB9lJH190003SCY Sioux Cf ty, Iowa
H89UH190004DVP Davenport, Iowa

In states that have more than one Hr.rD Field Office, the four-digit
sequential number for participating 'tocalitfes will be derived From
a range of numbers which begins at 0001 and ends at 0500 for oneField Office and begins at 0501 and ends at 0999 for the other
Field 0ffice.

EXAMPLE:

Reqi on I I

New York

Buffal o,
New York

Region I I I

Pennsyl vania

Philade'lphia, PA
Pi ttsburgh, PA

NY

City, NY

0001-0500
0501-0999

i'tary'land

Ba 1 ti more , i,tD

Washington, DC

Vi rgi nia

Ri chrnond, VA
i^lashington, DC

Reqion VI

Texas

Ft. Worth, TX
San Antonio, TX

0001-0500
0501-0999

0001-0500
0501-0999

0001-0500
0501-0999

0001-0500
0501-0999

5-J 3./90
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Region VI I

Mi ssouri

Kansas City, M0

St. Louis, M0

Region IX

Ca'lifornia

San Francisco, CA

Los Angeles, CA

EXAMPLE:

0001-0500
0501-0999

0001-0500
0s01-0999

Fort Worth was the third unit of government assigned a number by
the Fort'v{orth Regional 0ffice.
H89UH48OOO3FTI,I

San Antonio was the first uni t of government assigned a number by
the San Antonio 0ffice.
H89UH4BO5O1SAN

Loca'lities participating in more than one of the program types
(Regular Program, Local Property Detnonstration, or Multifamily
Demonstration) wi'll retain the same sequentia'l number. 0n1y the
program type identification changes.

EXAMPLE:

H89UH170004R0C Rockrord, I'llinois (Regular Urban Honesteading
Program )

H85ULt70004ROC * Rockford, I1'linois (Local Property Demonstration)

*The Fiscal Year does not change since no additional fundfng was
provided. The use of FY 1985 funds assigned for the Demonstration
was for a two-year period.

5-4. CLOSED OUT AND INACTIVE PROGRAMS

0nce a program is approved, the project number is assigned to the
LUHA permanently. The Fiscal year assigned in the program number
denotes status or activity of the progratn. App'licants that closed
out or are in an inactive status and reenter at a later date shall
retain the previous pro.ject number.

D
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CHAPIER 6. PROVIDiNG FUNDS FOR HUD-APPROVED URBAN
HOMES TE ING PIiOGRAMS

6-1. FUND CONTROL

A. Al lotment As si nment, and Subassi ment Sta s. Section 810
for CPD at the
dget 0ffice usins
the new apflor-
previous fiscal

sing a HUD-185,
ppendix 9),

funds w ea ot to ss stant cre tary
beginning of each fiscal year by the Depar trnent Bu
a HUD- 158, Advi ce of Al I otmen t. Thi s wi 1 

't i nct ude
ti onrnen t as wel I a s f unds not ob1 i ga ted duri n g the
year. The Assistant Secretary will assign funds u
Regional Fund and Contract Authority Assi gnment (A
va1idated by OFA to each Regiona'l 0ffice. The Reqiona'l 0f f i ce i n
turn wil'l subassign funds using a HUD-185.1 Regi ona'l Fund and
Contract Authori ty Subassignment (Appendix 10) va]idated b,y RAD to
each Fie'ld 0ffice. A f'low chart, Urban Homesteading Program Fund
Control Procedures, is shown in Appendix I2, and HUD-40074,
Tra ck i ng Guide for HUD-718, fs shown in Appendix 13.

B. Pro Reserva ti r:n s ta (HUD-718). Prior to acquisition o1'anyr
proper
annual
Parti c
in the

ly transmi t a copy of the exe
ipation Agreement and approva
related program fi'le.

omesteading Coordinator sha'l 1

cuted Urban Homesteadinq Pnoqram'l letter to the RAD for f iling

ES n

The Fie'ld cffice wi]l reserve funds for LUHAs on a first-com,
first-served basis except for the temporary 60-day allocation for
LUHAS, referenced in paragraph 6-3 c. of this Handbook. The LTIHA
requests a property uti'lizing a HUD-40050, verification of Fund
Availability (Appendix 14). The Urban i{omesteading Coordinator
shall confirm the e'ligibility and prepare a HUD-718, Funds
Reservation and Contract Authority (Appendix 11) for each property
that the LUHA identifies for potentia'l acquisition

use of the HUD-7lE ensures that obligations and expenditures do not
exceed the amount of Section 810 funds needed to acquireproperties. The HUD-718 reserves an amount for a specific prooerty
for reirrbursing the VA, FmHA, FHA, or the Section 312
Rehabilitation Loan Fund, as approDriate.

A single HUD-718 can be prepared for a bu'lk (g.oup) package ofproperties, if the c'losings on a1l propert'ies within the pickage
will occur on the same da.y. 0therwise, a separate HIJD-718 must be
prepared for each individua'l property, even though the Federal
Agency mav have offered the properties at the sarne time and the
LUHA may have accepted thein on the same day.

The HUD-718 mere'l,y
obligation of funds
funds does not occu
held and the c'lcsin

reserves funds for the future acquisition and
for a specific property. The obligation ofr until the propertv c'losing or settlement is

g documents (used as source documents for
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reimbursement to the appropriate Federa'l Aqency) are receivr:d by
the RAD. (See item C. be]ow. ) The HUD-71B docrrment wi'll be
prepared in an oriqina1 and one copy for the CPD Director's
signature and will show the current Fisca'l vear project number in
b'lock 18 under whi ch the reserva ti on was made. The ori qi nal l'{UD-

71E and copy together with a copy of the HUD-40050 From the LUHA

are transmitted to the RAD. The acquisition price plus good faith
estimate of the closing costs of the property listed on the HUD-

40050 are to be'listed in b'lock 5E of the HUD-718. The RAD will
indicate in b'lock 10 of the HUD-718 whether there are sufficient
funds available for transferring the property. The RAD retains the
copy for the pro.ject fi'le and the original is returned to the Urban
Homesteading Coor dinator within tive calendar da.ys. The Urban
Hornesteading Coordinator shal'! notify the VA, FmHA, or Property
Disposition (PD) in Housing, as appropriate, and the LIJHA

conFirming that funds have been reserved so closing can proceed.
This notification sha'l'l state the specific Section 810 amount, and
the address of the property. A copy of the executed HUD-718 sha'l'l
be enclosed. The RAD records the amount indicated on the HUD-718,
b'lock F, in the PAS.

Note: For internal accounting purposes on'ly, the RAD wi'11 add an

alpha-suffix to the LUHA project number to identify the
source of property in PAS. The identifving characters
are:

F=FHA
V=VA
H=FmHA
R=Secti on 312
M=1"1i sce'l'laneous

C. Contract and Disbursetrent (Transfer of Funds) Stage

1. HUD-he] d p roper ti e s

When a HUD-he]d property is transferred to the LUHA, the
customary closing docrltnents HUD-9589, Transmittal of Clcsing
Information (Appendix 15), and HUD-1, Settlement Statement
(Appendix 16) are prepared by the PD staff. The arnount of
Urban Homesteading funds to be transferred to the FHA Fund or
the Section 312 Rehabilitation Loan Fund is intlicated on the
reverse side of the HUD-9589 b'tock 5,'line 4 (see Chapter 7,
paragraph 7-5). A closin must not be he]d unless the amount
of funds reserve as s own ot'l e HtJD- se ua to or

ter than the amount to trans erre to r A und or
ect on a tat on Loan Fun amount s own

on the HUD-95E9 is greater than the amoun t shown on the HUD-

718, LUHA staff should notif.y the Urban lJomesteading
Coordinator immediately, and a revised HUD-718 will be prepared

16s ljrban Homesteading Coordinator and sent to the RAD for

3le0

by
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validation. After closing it is the responsibi'lity of the pD

staff to route a copy of the closing documents, (HUD-I and HUD-
9589) to the Urban Homesteading Coordinator, who wi'l'l attach a
copy of the executed HUD-718 or nevised HUD-718, if appropriate
for the property, and immediate'ly forward these forms to the
RAD. Upon recei pt of the cl osi ng docurnen ts, RAD wi'l 1 record
the obligation of funds in PAS. RAD will transfer or disburse
the 1'unds to the FHA Fund (86X4070) or the Section 312 fund
(86X4036) on the basis of the transfer document. Executed
forms HUD-718, HUD-9589 and the HUD-1 wi'l'l serve to support the
RAD transfer document, SF-1081, Voucher and Schedu'le of
Wi thdrawal s and Cnedi ts.

2, Veterans Administration (VA) and Farmers Home Admini s tra ti on
(FmHA)

When VA and FmHA properties are being transferred, the steps
related to reservations for properties remain as exp'lained in
paragraph B. above. Agqin, a closing must not be he1d unless
the amount of funds reserved on the HUD-718 se to or
rea n actua a u onar s c os n costs s OI^Jn On

c os ng ocumen ts . sno , e s ou
immediately request thtlitban Homesteading Coordinator to
obtain a RAD-validated HUD-718 for the correct amount prior to
closing. The vA or FmHA shall forward its c'losinq documents
immediately to the urban Hornesteading coordinator for review.
The urban Homesteading coordinator wiI'l then prepare a standard
Form 1034, Public voucher for Purchases and Services other than
Persona'l (Aprrendix 17), a HUD-40075, Costs Chargeable to
Section BLO for vA/FmHA Properties (Appendix 18), the closing
documents, and an executed copy of the HUD-71E showing the
amount of funds that were reserved by the RAD for the vA/FmHA
qropeqty being transferred to the LUHA. The urban Homesteading
coordinator may prepare a standard Form 1034 to cover more than
one set of closing papers, if a1'l closings took place within
the sare month.

The RAD wi'll process the payment to the vA or FmHA and record
the ob1igation and disbursement in PAS.

D. Cance'llation of Unused Reservation of Funds ( HUD-7 18 ) . When a
is notreservation for a specific property or a portion The.reof

used within the time period specified in 24 cFR 590.17(c) or
590.18(d), it shall be the responsibility of the Urban Homesteading
coordinator to review the reasons for the de'lay, and if c'losing
wil'l not occur in a reasonable time, to prepare a HUD-718 either
decreasing a portion of a reservation to the amount used, or
cancel'ling a whole reservation. upon receipt of the HUD-719, RAD
wi'll record the decrease or cancel'lation.

b-J 3t9t)
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E. LUHA Repayment to Section 810 Account. When it is necessary for a

a LUHA to reimburse the Section 810 account (see Chapter 10,
paragraph l0-2, F., and Chapter L3, paragraph L3-2,8.3.), the LUHA

sha'll :

(Regular Program -- RAD Account) -- send a 'letter to the Urban
Homesteading Coordinator in the Field 0ffice providing the
Secti on 3L2lFHA/VA/FmHA case number, aq appropriate, address of
the property, acquisition date, amount 666rged to the Section
810 account for acquisition of the property, the amount of
reimbursement to HUD, the circumstances ttnder which the
reimbursement is being made, and the LUHA's program number. A

copy of the letter sha'l'l be sent to the RAD and to the
Director, Urban Homesteading Program in Headquarters.

(Loca'l Property Demonstration -- Headquarters Account) -- send
a letter to the Director, lJrban Homesteading Program in
Headquarters, providing the 'local property case number and
other requisite information as noted above. A cooy of the'letter shall be sent to the Urban Homesteading Coordinator in
the Field Office.

(Remittances under $1,000.00) -- send a check to the RAD made
payable to the U. S. Department of Housfng and Urban
Deve'lopment (see paragraph 1 above).

(Remittances of $1,000.00 or more) -- wire funds to the
Treasur.y for credit to the RAD's account or to the Headquan-
ters' account (see paragraph 1 abcve) uti'lizing the Treasury
Financia'l Communications System (TFCS). A 'list of HUD agency
'location codes which corresponds to the appropriate accounting
office is contained in Appendix 19.

a The LUHA must furnish the financial institution making the
f unds transfer wi th the fo'l l owing i nf orma ti on :

Treasury Department Code: 021030004
(This item is constant.)

Amount: $ (Inc'lude appropriate
punctuation, inc'luding do'l'lar siqn and
cents, €.9., $1,000.00. )

Treasury Department Name, Agency Location, Code,

@eie items are computer read and
must appear in this precise manner.

EXAMPLE: TREAS NYC/(86010301) HUD-PHIL PA

1

?_

3
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IlIq Party Inf orma ticn: (This i tem provides
@he accountinq office to
identify the LUHA's account to be cretlited.)

EXAMPLE: Urbarr Homestead-Requ1ar" Program/
mTade'l phia, pa.-pro.ject H87UH42O001PHL-
Reimburse Impr,:per Use of Property-$15,100.00 Acct.
86X0171/Excess Charge-$8,000.00 Acct. AG3ZZO

EXAMPLE: tJrban Homestead-Demo/Harrisbrur 9, Pa.-
Pro ect HB5UL420013HAR LOC 8600H052 Excess
drawdown-$10,000.00 Acct. a6X0171/Interest-
$18.20 Acct.861435

NOTE: - Funds returned to reimburse the Section
810 account are credited to Acct. 86X0171.

- Funds r-o turned i n excess o F the amoun t to
reimburse the Secti on 810 accourrt are
credited to Acct. 863220 (general fund
proprietary receipts - not otherrvise
c'lassified).

- Interest earned on funds on deposit in a
financial institution are credited to
Acct.861435.

F. Individua'ls Authorized to Si Documents ilouteC to Re i onal
Accounti n Div s on RAD

It will be the responsibility of each Field 0ffice Manager to
provide specimen signatures of the individua'ls who are authorized
to sign documents that are routed to RAD for processing. when an
individua'l is no'longer authorized to sign <locuments, the RAD must
be advi sed.

6-2. FUNDING ASSESSMENTS

A The funding needs and allocation process wi'l'l beqin at least 60
days prior to the end of the Federal fisca'l year as fo'!'lows:

The active LtJHAs wi'll make annua'l funding level requests in
their annual requests for program participation no 'later than
August 1 (see paragraph 4-7 A.).

The urban Hornesteading coordinator rvi'l'l eva'luate the basis for
requests from the LiJHAs and ad.iust the Funding 1eve1s ref lect-
ing PD, VA and FmHA data (see paragraph 4-7 8.3.) to arrive at
an overa'l'l summary of f undi ng needs f or the Fiel d 0f f i ce.

1

2
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An assessment of funding needs for existing LllHAs (includes
newly approved LUHAs that were not. funded in the current Fisca'l
year) arrd potential new applicants will be forwarded to the
Regi onal 0f f i ce lry September 1. The Fie] d 0f f i ce wi'l 'l show by
LUHA a breakdown of proposed funding needs and numbers of
properties, and names, telephone numbers and addresses of LUHA

contacts.

The Regiona'l Office wi'll forward a summary of its proposed
subal'locations (based on 3 above) for each Field 0Ffice under"
its jurisdiction. This summary will inc'lude the names,
telephone numbers and addresses of the LUHA conlacts. (This
may simp'ly be a copy of the Field 0fff ce memorandum. ) tfris
suminary shall be subrnitted to the Director,0ffice of Urban
Rehabi'litation, no later than 0ctober 15.

6-3. FUNDING ALLOCATIONS.

A. Headquarters. The Assistant Secretary for CPD wi'll make fund
assignrnents to the Regional Admfnistrator based on p ri or year
performance and inventory of eligible properties within the
Regional Offices. Headquarters will generally hold back a
percentage of funds, which will be earmarked for use by specific
Regional 0ffices, providing they are able to expeditiousl.y reserve
all their previously assiqned tunds by a date Cetermined by the
AssisLant Secretar.y for CPD.

The Regiona'l 0ffices that are not able to reserve a'll their
previous'ly assigned funds by HUD-718 for specific properties by the
specified dattr will 'lose their earmarked funds. These funds will
be made availab1e on a first-come, first-served basis to other
Regions that are able to reserve their initia'l a'l'locations and
their initial percentage of the holdback.

Regfonal 0ffices that are not able to reserve a'l'l funds froin the
initia'l assignrnent by a date to be determined lry the Assistant
Secretary for CPD wf 1'l be required to return the frlnds to
Headquarters For reallocation to other Regfons.

B. Regional 0ffices. In determining subassignments o f Section 810
CPD mayfunds to Field 0 ffices, the Regional Director for

con s i der:

Subassigning funds to Field 0rfices for their active LUHAs
based on their performance. Performance should be based on

utilization of Section E10 funds assigned previously, monitor-
ing reviews, program audits, production reportS, dfltl any other
rnanagement information obtained during the proqratr year.

3

4
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Setting aside a reasonab'le ho'ldhack amount for those Field
0f f ices that uti'lize their funds quf ck'ly.

C. Field 0ffices. Field 0ffices ma_y designate a temporary, minimum
initia'l allocation of Section 8L0 funds to be exc'lusively avai'lable
for each LUHA each year. The period of this temporiry al'location
cannot exceed 60 days From the date the LUHA is notitied of the
a'llocation. During this temporary period, all reservations marte by
HUD-718 for specific properties will be chargeri to the temporary
a'l'location. After the a'l'location has been used or the o0 days has
expired, Fie'ld 0ffices wi'll reserve Section 810 funds on a first-
come, first-served basis for each LUHA from the ba]ance of the
Fie'ld 0ffice subassignment. HUD-718s wil'l be prepaned based upon
receipt of a HUD-40050 frorn each LIIHA for specifica'l1y identified
properties.

6.4. FOURTH QUARIER FUNDING ADJUSTMENTS

A At the beginning of the fourth quarter of the fisca'l year, tjrbarr
Homesteading Coordinators sha'll eva'luate their actua'l and projected
fund use. If funds are needed for the remainder of the fiscal
year, a request to the Regional Office by the Field 0ffice sha'l'l be
made stating the amount and reasons for the {.unds needed. If
previously pro jected funds usage has not materia'lized in the Fie'ld
0ffice, previous'ly assigned funds urhich are not now expected to be
used b,y the end of the Fiscal year shal] be withdrawn From the
Field Office by the Regional Administrator using a HUD 185.1.

The Regional 0Ffice shall atternpt to accommodate Field Offices'
requests b.y shifting funds among Field 0ffices (HUD-185.1).
Generally when funds ane shifted it is not for punitive reasons,
but due to change in the housing market and the unavailabi'lity of
affordable properties which have occurred since the request For
funds for that fiscal year was submitted. If Field 0ffice requests
cannot be met, the Regional 0ffice sha'll make a request to the
Assistant Secretary for cPD only after a'l'l funds withfn the Region
have been reserved for properties. If projected funds usage wittrin
the Region has not materialized, funds which are not projected to
be obligated by the end of thr-'Fiscal .year sha'l'l be returnerl to
Headquarters by the Regiona'l 0ffice as ear'ly as possible (HUD-185),
in order for the Assistant secretary for cpD to assign returned
ftrnds to other Regions needing funds.

6-5. ANNUAL RECONCILIATION AND RETURN OF FU NDS TO HEADQUARTERS

As of september 30 of each year, the RAD wi]'l assist the Fie'lrl
Office urban Homesteading coordinator and Regionar Director For cpDin rrerf orming a reconci'liation of al'l transaitions for the .year,
and report the resu'lts to the 0Ffice of Finance and Accounting and
the Director, urban Homesteading Program, in Headquarters. cn a

2

B
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B

month'ly basis, the disbursements inade b.y the RAD and the reports on
the automated OFA PAS shall be reconciled with the assistance of
the Regional Director for CPD.

All unobligated outstanding Section 810 funds ds oF September 30
shall be dereserved and returned to Headquarters for inclusion in
the succeeding year's a'llotment and reassignment.

t. The RAD will canceJ any reservations upon receipt of a decrease
HUD-718, if the closing on a property has not taken place on or
before September 30.

3

The Regional Budget Officer wi'll prepare a decrease HUD 185.1
for each Fie'ld 0ffice's unused subassignment balance and
forward it to the RAD who wil'l process it to return the funds
to Headquarters.

The Headquarters Budget Office wi'll prepare a i{UD-185 to
withdraw the unused balance from the Region.

A'll propenty closings must be comp'leted by September 30 and closing
documents must reach the RAD by c'lose of business of the third work
day in October un'less prior arrangements are made with the
appropriate accounting office (See Handbook 1971.19, Fiscal Year
End C'losing Requirements). The HUD-718 is not an obligating
document. The obligation of funds occurs upon sett1ement.

2

L

3/90 6-B



6400 1 RFV-I

CHAPTER 7. CONVEYING HUD.OWNED ONE-TO FOUR.FAI'4ILY PROPERTIES
FOR USE IN APPROVED URBAN HOMESTEADING PROGRAMS

7-I. LISIING OF HUD.OWNED PROPERTIES FOR POTENTIAL APPLICANIS

A To faci'litate local planning and program deve'lopment in accordance
with the statute and program requirements of 24 CFR Part 590.9, a
potential app'licant may submit a written request to the appropriate
i'lUD Field Office for a current listing of a'l'l one- to four-unit,
HUD-owned, unoccupied properties within the applicant's
jurisdiction not suhject to executed repair or sa1e contracts or
leases.

Aften receiving the request, the Property Disposition Branch shall
prcvide a current list of those HUD-owned properties for which
repair or sa'les contracts or Jeases have not been executed. This
list must be made accessib'le to the public during the app'licant's
or LUHA's ordinary business hcurs.

7.2. PROPERIY DISPOSITION PROCEDURES FOR CONVEYING HUD-OWNED
PROPERT I ES

Ihe FieId 0ffice's Property Disposition Branch (PD) shall support
approved unban hornesteading programs as fol'lows:

A. Suspension of Property Disposition Activity. Upon execution of the
ini tia'l Urban Homesteading Agreernent by the Field Off ice Manager,
but prior to the initia'l selection of any HUD-owned property for
the first program year, a LUHA may request the Fie'ld 0ffice to
suspend its routine property disposition activity for up to 45
ca'lendar days on properties identified by the LIJHA as being located
in the designated urban homesteading neighborhood(s). Based upon
this request, PD sha'll state in writing the opening and closing
dates for the suspension of property disposition activity for a1'l
such designated HUD-owned properties, except those for which repair
or sa1es contracts, or leases have been executed. During this
suspension period, the LUHA may notify the i{UD Field Office of the
specif i c HUD-owned properties, from alnonq those previousl.y
identified, that it intends to use in its loca'l urban homesteading
program. Properties coming into the HUD inventory during or aFter
the suspension period sha'l'l be handled as provided in paragraph B.

B. Notification of Ffeld 0ffice's uisition of Sin e Fami I
ro er n the Urbarr Homestea n e or o S. ater than L0

ca1endar days a ter rece pt oF Form HUD-270II, i ngl e Farni 1y
Application for Insurance Benefits, which is the mortgage insurance
c'laims form from the rnortgagee, for an unoccupied, one-to four-
familv resfdence in a HUD-approved urban hornesteading neiqhborhood,

3
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PD staf f shal I noti fy the LIJHA of the potential avai'labi I i ty of the
property tor homesteading. The notification shall be in writing
and sha'lI inc]ude the street address and zip code. PD sha'!'l
provide a copy to the Urban Hornesteading Coordinator.

The notification sha'll inform the LTJHA that it has 21 calendar
days From the date of the notice to notify the Field 0ffice
tha! it wishes to use the property for homesteading. A
property disposition prograrn for a property sha'll not be
approved until the LUHA has notified PD in writing whether it
intends to use the property in its homesteading program, or
unti'l 21 ca'lendar days from the date ot the noti f ication
whichever comes first. This 21-day deadline may be extended if
PD determines that the locality's response within 2L calendar
days is impracticab'le. However, continua'l inabilfty of the
LUHA to r"espond wi thin the origf na1 21-day period sha'l'l be
investigated by the Urban Homesteading Coordinato,^ who may
decline making funds available pursuant to HUD authority under
s90.29(a)(a).

2. fhis notification procedure to the LiJHA shall ceasa when PD is
notified by the Urban Homesteading Coordinator that the prograln
is to be c'losed out, or a'll Secticln 810 funds have been fu]ly
obligated for the year, un'less a request for additiona'l
Section E10 funds is under consideration for the Field 0ffice.

No one- to four-unit property located within the designated
neighborhoods which is unoccupied, unrepaired, or without a
contract for sa'le or repair or a'lease shall be withheld frorn
this notification procedure by PD staff except as trermitted by
the follorving subparagraph C.

C. Exceptions to of fering e'liqib'le HUD-owned properties to approved
urban homesteading programs. Field 0ffices may withhold the oFfer
of a prooerty to- LUHA when the Fie'ld Office Manager determines in
writing that there is a higher priority need because of one of the
fo'l Iowing'lega'l ob1 i gations:

the sett'lement of a sales warranty claim;

the sett'lernent of a c'laim under Section 518 of the Nationa'l
Housing Act for critical structura'l defects in a one- to four-
family property whose mortgage was insured by HUD;

emerEency housing needs (disaster housing and urgent pub'lic
housing neerls such as providing shel ter for the home'less);

reconveyance of title of property to mortgagee for noncompli-
ance with regulations for claim procedures (see 24 CFR
203.363) ;

1
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reconveyance pursuant to a Civil Frauds Act settlernent;

reconveyance where the mortqage was never insured; and

reconveyance for other 'leqal ob'ligations as determined by HUD,
i.e., properties for which HUD is unable to obtain good
marketabl e ti tl e; or for whi ch an extremel.y 1 ong de'lay can he
foreseen in obtaining good marketable title.

D. Fai I ure to transfer sui tabl e properties. A'l 'l properties reques ted
by a LUHA and meeting the criteria of Paragraph 7-3, A., B. and C.
sha'll be offered for transfer by the PD staff. If the PD staff
be1ieve that a property should not be transferred for other
reasons not described in paragraph C. above, they sha'l'l contact the
LUHA and the Urban Homesteading Coordinator to work out a suitab]e
resolution to the problem. The Coordinator sha'l'l consu'lt wi th the
PD staff and, iF necessar.y, Field Counsel with respect to resolving
the matter.

E. LUHA Actions to Acquire Property. At the same time the LUHA
notifies PD that it wants to acquire a propenty, the LUHA wi'l'l send
a certification of property eligfbility and acquisftion costs to
the Urban Homesteading Coordinator. This is the Verification of
Fund Availairility, HUD-40050, shown in Appendix 14. The Urban
Homesteading Coordinator confirms the e'ligibility of the pr6pgply
and prepares a Form HUD-7L8, Funds Reservation and Contract
Authori ty, for va1idation by the RAD. PD staf f and the LLIHA wil l
hold the closing upon wrftten notffication by the CPD Urban
Homesteading Coordinator that funds have been reserved. (See
Chapter 6, paragraph 6-1, B. and C.)

F. Flood Insurance Purchase Review by Pnoperty Disposition. The Flood
Disaster Protection Act requires that F'lood insurance be obtained
for e'ligible properties. (See paragraph 3-4 of this ilandbook. )

The PD Staf f sha'l1 address the fo1 lowing:

Do the current maps of the National F'lood Insurance Program
(NFIP) revea'l that the oroposed urban homesteading area is
'lrrcated within the Flood Hazard Zone "A" and "V" series and for
which purchase of flood insurance is mandatory as a condition
of approva'l? If so, f'lood insurance will be required for
building located within the specia'l flood hazard area.

Is flood insurance avaf 'lab'le wi thin the community or" has the
community been suspended from or is not otherwise
participating in the NFIP? If the NFIP has identified the
community as f'lood-prone for at least one year, and the
community is not participating in the NFIP, hornesteading cannot
take p'lace in those areas of the cornmunity thal are desiqnateC
as having special f'lood hazards. A list entit'led "Communities

5
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Participatinq in the Nationa'l Flood Insurance Program" is
forwarded to HUD Field 0ffices periodicall.y by FEMA rvith the
necessary intormation on communi ty participation.

G. Time Limitation of 30 ca'lendar da s for Acce tin Ti tle of
ro er The ys to hor

e
s ca en sett ernen t f rom

ate of its notice to PD that ft will accept title to a
property. (ln alternative disposition prlan may be afrproved for the
property if the LUHA fai'ls to accept title within such deadline.)
The Field 0ffice i{anager rrd.v extend this 30-day period for a
reasonab'le period of time if acceptance by the LUHA within the
original 30-day period is impracticable. The environmental review
required for a specffic property will be comp'leted by PD staff, and
by CPD staff under paragraph 4-3, C.3, if applicab'le, as soon as
possib'le, so as to a'llow the LUHA to acquire the property within
the origina1 30-day period. This may be extended if the Field
0ffice l4anager finds that more time is required to comply rvith
historic preservation or" floodplain management requirements
applicab'le to the property. Failure by the LLIHA to act in a timely
manner, except for environmental concerns, sha'l'l be investigated by
the Urban Hornesteading Coordinator and a reservation may be
cance'lled if the c'losing does not occrrr within the a'l'lotted time.

7-3. ELIGIBILITY CRIIERIA FOR CONVEYING HUD-OWNED PROPERTY TO APPROVED
URBAN HOMESTEADING PROGRAMS

The Criteria. I^lithin the time period descrfbed in 24 CFR
EgO:tZ,-Tn-pD staf f shal'l transfer the ti t1e to e'ligible
HUD-owned propenties to a LUHA, without receiving payment f,"om the
agency, if the following criteria are met:

the initia'l app'lication (fncluding execution of an Urban
Homesteadinq Prograrn Partf cipation Agreement), or subsequent
annua'l request Fcr program participation, has been approved by
HUD;

the properties are in a HUD-approved urban homesteading
nei ghborhood;

the Urban Homesteading Coordinator has reserved by a Form HUD-
718 the necessary Section 810 funds to reimburse tha FHA
Mortgage Insurance Fund or the Section 312 Rehabi'litation Loan
Fund for the as-is Fair market va1ue of the property, or a
negotiated lesser amount, Dlus c'losing costs;

the requested property is unoccupied, needs repair and is not
sub.iect to a repair or sa1es con tract or a 'lease; and
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the requested property is suitable for the approved urban
hornestearling proqram. A property is suitable if the appraised
as-is fair market value of the property or a negotiated'lesser
amount does not exceed $25,000 (excluding closing costs),
except as noted in ts. be1ow, for a one-unit single-family
residence or an additional $8,000 for each unit of &vo- to
f our-'tami l.y resi dences . The as-i s property va'lue sha'l 'l 5e
developed in accordance with the requirernents of HUD Handbook
4310.5 REV-1. PD provides a 102 discount off the as-is fair
market value for al1 properties otfered to LUHAS.

Authorization to Acquire Higher-Va'lue Properties with Saction 810

property basis the transfer of a HUD-owned property where the value
exceeds the limitations stated in paragraph 7-3, A.5 for a one-
unit property; but the approved higher va'lue sha'l'l not ordinarily
exceed $35,000. This authorizatfon request is prepared by the
Urban iloinesteading Coordinator. (i{eadquarters sha'11 approve all
requests above $35,000.) For two- to four-unit properties, the
cost remains at $8,000 for each additional unit. This
authorization of a higher va'lue shcu1d [:e granted on'ly if such a
transfer wi'll assist in meeling the neighborhood preservation
goa1s, where it wil'l benefit the community by the expedited
occupancy of the property and the reduction of difficulties (such
as vanda'lism to the property) and de'lays that ilLlD typically
encounters in the disposition and sale of propertv, and where
suitab'le propenties for large fami'lies exist. Authorization to
exceed the $25,000 va]ue will mean that more funds will be used on
fewer properties, and therr:fore the decision to grant such an
authorization shou'ld also take into consideration the effect of
neduced assets toward achievenen t of the Li.lHA' s nei ghborhood
preservatfon goal s. The decision to grant a higher authorization
should be a rare instance and not a matter of routine. Tyoically,
ther e shou'ld be few, 'i f an.y, hi gher val ued properties un]e'ss the
LUHA is wi'lling to provide the supplementa'l funds. If this is not
the case and exceptions to use Section 810 funds for higher value
properties are the ru1e, then the Field 0ffice shou'ld consider the
LUHA for c'lose out. There wfl'l be no program-wide authorization
for higher value properties.

C. ljse of Addi tional Local Resources. If a LIJHA wishes to conserve
i ts Secti on 810 resources, or i f thu. Fiel d 0f f f ss shoul d deci r1e not
to authorize an increase oF the Section 810 limit above $25,000, or
sorne other fixed amoLrnt, properties of higher price may be
purchased by the LIJHA with a combination of Section E10 and other
resources such as CDBG funds (See oaragraph 7-5 for the cost
breakout). This can be done by:

5
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1

2

3

the urban Homesteading coordinator performinq a'll Section g10
fund control procedures listed in Chapter 6, paragraph 6-l;
the LIJHA payf ng the Department of Housf ng and urban Deve'lopmentat closing the amount of the difference between what the Fie'ld0ffice has set as a Section 810 cost'lirnit plus closing costs
and the agreed upon price for the property; and

the Urban Hornesteading C

wi th the appropriate c'lo
FHA Mortgage Insurance F
Loan Fund can be reimbur
not affect the Section E
property to the homestea

oordinator 'Forwardinq the LTJHA's check
sing docurnents to the RAD so that the
und or the Section 312 Rehabilitation
sed. Such use of additional funds does
10 reqrliremen t For transfer of the
der for nomina] consideration on1y.

7.4. THE VALUE OF HUD-OWNED PROPERTY TO BE DEDUCIED FROM SECTION 810
I- UNI)5 RE )tKVAI IUNS

The amount charged to the section 810 reservation for an approved LTJHAshal'l not exceed the as-is value of an e'li g i b1e HUD-he] d property (See
pa ragraph 7-3, A. 5. and B). In addition, the Section E10 account may
be charged for such al I owab'le closin g costs and fees customarily
charged in similar transactions fn the 'l oca I f ty i f norma 1 1y cha rged tothe buyer by HUD including, but not 'l i rn i ted to, record i n g Fee s and
I oca'l transfer taxes. The actua'l a mount to be charged to the Section
810 account appears in the cornputat ion noted in paragraph 7-5. Since
HUD wi'll provide evidence of marke tab'le title upon transfer ofproperties to LUHAs, 1oca1 purchas e oF tit'le pol icies wil'l notordinarily be necessary. However, if a title policy is desired by the
LUHA, for the period prior to condi ti ona'l conveyance, the LUHA mus tcover the expense itse'l F. For the pe riod after conditiona'l conveyanceto the homesteader, the LUHA may incl ude title insurance as a covered
expense fn the homesteader's rehabili tation loan. HUD's share of

orated un id r taxes and other r ens e utili
b s are out o ea o ate nsurance or oan un an notout o ect on a ccoun t. repa taxes are n ed as
descr n paragrap e LUHA's share of these prorated itemsis borne by the LI,HA, not the Section 810 account or the homesteader.

7-5. PREPARATION OF CLOSING PAPER

r 1

S

In addition to the standard closing procedures perforrned in accordancewith HUD Handbook 4310.5 REV-1, tha fol'lcwing are additional instruc-
_t!9ns for preparing closing documents and trinsmitting thern to ihe
RAD:

A. Sales Contract. The standard
be rlsed. The contract sales p
fair market va]ue, or a negoti

retail sales contract, HUD-9548, mrrs.l
rice must be the pnoperty's "as-is"
ated lesser amount.
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B Form HUD-9589. The Form HUD-9589, Transmittal of Closing Informa-
tionlAppen?Tx 15), fs prepared by the PD staFf or the closing
agent who wi'll check "Urban Hornestead Sale" in Block 5. Additional
information for B'lock 5 is reflected on the reverse side of the
Form. This information consists of a formul6 for arriving at the
amount to be charged to the Section 810 account:

Contract sales price of property.

P'lus cl osing costs.

i,linus amount paid in cash by LUHA (non-Section 810 funds).

Amount charged to Section 810. (fnis is the amount the RAD

will reimburse the FHA insurance fund or the Section 312'loan
fund. )

Please note the amount the LTJHA has paid to reimburse HUD for any
prepaid taxes is 'located in Block 5 of the HUD-9589.

Form HtlD-1. The HUD-1, Settlement Statement (Appendix 16), shall
be fil'led out so as to comp'letely describe the sa'les closinq. The
as-is, fair market va'lue or negotiated'lesser amount sha1'l be the
contract price for the sa'le and will appear on Line 101 and 401.
The amount reirnbursed to the FHA fund or the Section 312
Rehabi'litation Loan Fund from a LUHA's Section 810 a'l'location must
appear on Line 509 of the HUD-1 as "section 810 reirnbursernent,
P.0.C." (P.0.C. stands for pairl outside of closing, since the
reimbursetnent occurs af ter c'losing. ) The Section 810 reirnburseinent
consists of the sales price of the property, or a portion thereof,
plus closing costs norma'l1y paid by the buyer of HUD-owned
property. The amount exceeding the Section 810 'limit (see
paragraph 7-3 C.) wi]l appear on Lines 208 and 508. Do not
inc1ude reimbursernent for prepaid taxes in this amount.

Immediately after settlelnent, the PD staFf sha'11 provide copies of
the HUD-9589 and HUD-1 to the Urban Homesteading Coordinator for
transmission to the RAD. After receiving the HUD-I and HUD-9589,
if the Urban Hornesteadinq Coordinator shou'ld determine that some
costs are not a1'lowab1e, the Urbarr Homesteading Coordinator sha1l
make adjustrnents on the HUD-9589 prior to transrnitting the package
to the RAD, and return copies of the amended HUD-9589 and the
revised HUD-718 to PD.

Deed. The deed shall be prepared in triplicate by PD or PD's
eontract C'losing Agent. The origina'l shall be forwarcled to the
LIJHA after recordation by PD or a PD Contract Closino Agent. A

copy shall be retained in the propertv case binder.
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E. Title Evidence.
ts possess on

purcha se a ti t'l
required at clo
jurisdiction is

LTJHA for
HUD's pro
1034 sha'l
setting f
due to th

PD shall furnish the appropriate title evidence inat the time of c'losing to the LUHA. The LUl.lA may
e policy loca'l1y at its own expense if it is
sing and tit'le evidence satisfactory to the loca'l
not available from HUD. This is not a reimbursab'le

expense'From Section 810.

F. Rea'l Estate Taxes. Real es tate taxes sha'|1 be processed as
fol I ows:

1. Taxes Un aid HUD. Where PD has not yet paid the taxes, and
c OS ng statement would ordinarily reFlect a credit to the

HUD's share oF the taxes, the Form HUD-I sha'll reflect
rated share of taxes to the date of c'tosinq. An SF-
1 be prepared by PD showinq the LUHA as thi payee and
orth the amount of HUD's proratect share of the taxes
e LIJHA. A copy of the voucher sha'll be attached to

the HUD-9589 and HUD-1 submi tted to the urban Homesteading
coordinator, and the original voucher shail be forwanded ior
processing and payinent to Single Fami'ly Accounting and
Management system contractor, Data prornpt Incorpoiated, p.0.
Box 3579, Silver Spring, MD 2091B-0579.

2 Taxes Prepaid by HUD. When HUD has p
taxes and wou'ld be due a refund at c'l
refund from the Ll,HA, which sha'l'l be
PROPERIIES ARE NOT TO BE CONVEYED UNT

repaid the rea'l estate
osing, PD shall request a
reflected on the HUD-9589.
IL PREPAID TAXES ARE

REFUNDED.
der:os-it the
4110.1 REV,

I,{hen the
m fn acc
and the

prepaid taxe
ordance wi th
n notify the

s are received, PD shall
the Fiscal and ADP i{andbook,
RAD on the Schedule of

collection, Form HUD-2022. The notification shal'l inc]ude the
case number and address of the property on which prepaid taxes
were received a'long with the following typewritten notation:
"Taxes Due HUD on Urban HomesteadinQ iransfer.,,

G. Transmission and Distri bution oF Closin Documen ts. PD sha'l l
comply w an k 4310. t rega ng e prompt transmis-
sion of closing papers. The HUD-9589 must include the correct
f isca'l year Urban Homes teading number assignerl to the locality in
which the property being sold is located (See Chapter 5). The pD
staff shall transmit cl osing statements and appropriate vouchers orreceipts as necessary, to the Urban Homesteading Coondinator
immediately after closi ng. The Urban Hornesteading Coordinator
sha'll then attach a copy of the executed Form HLID-718, and
immediately tnansmi t i t to the RAD for processing. For closin gs
he'ld near the end of the fiscal year or on September 30, all
docuinents must be received by the RAD no 'later than the third work
day in 0ctober or on such date as agreed upon between the Urban

teading Coordinator and the RAD.

3/e0
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CHAPIER 8. CONVEYING VA-OI,,iNIED AllD FYnHA-OhDIED ONE- TC FOUR-FAMIT,Y

PROPERIIES FOR USE IN APPROVED URBAN HOT4ESTEADING PROGRAI,IS

8-1. LISTING Ol- VA-OIO{ED AND FTnI{A-OI,O'IED PROPERTIES FOR POTENTIAL LUHAs

The Urban Homesteading Coordinator shall contact the local FmIIA and,/or
VA office whenever a pobential applicant is considering administering
an Urban Honesteading Program in an area which may have \A and/or PTnFIA

properties. To facilitate loca1 planning and program tlevelopment in
accordance rsith the Statute and program r:equirements under 24 CER Part
590.9, the'rZA and/or FmIIA sha1l follo'r generally the same procedures as
HIJD in furnishing lists of available one- to four-unit properties
within the potential applicant's jurisdiction. (See Chapter 7,
paragraph 7-1, A. and B.)

8-2. LISTING OF VA{WNED AND FTNIIA-OIIINED PROPETTIES AFIER LUHA APPRO\AL

A

B

upon request of any approved LUHA, the responsible VA and/or FmtiA
Field Office will make available in writing a lisb of available
single-family properties cwned bf vVrrure within the participating
locality.

After the initial lists have been furnished, tA/rlnrn will continue
to give notice to LtlHAs of anticipated new acquisitions.

C. If the VA andlor FmHA Field Office is not providing not-ification of
available properties to LUHAs as regulred, the LUHA will notify the
resSrcnsible Loan Gua::anty Officer in VA or the State Office of the
FmFIA for assistance. If Lhis reguest for assistance fails to bring
abouL the desired results, the LIIHA shall notify the HUD Urban
Homesteading Coordinator.

8.3. PROCEU]RES T-OR CONVEYING VA.O}i}TED AND FrntIA-OVh{ED PROPEKfIES

A. Procedures Specific to VA-Owned Properties.

The VA will support HUfapproved Local Urban Homesteading Programs
as follcws:

1. The VA Field Office rnay provide a LUHA with a right oE first
option on the properties listed pursuant Eo paragraph 8-2 A.
and B. above and t-he date [z which such option nu:st be
exercised (or:dinarily, within 30 calendar days of the date the
listing is provided). Such option w111 be deemed to have been
exercised if the \IA receives by the speclEied date, written
notice under paragraph 8-3, A. 2. of- the LIlHArs goo<1 faith
interest in the property. After the option date has passed,
the LiIHA will be treated as a private purchaser bn7 VA, and the
VA will consider oEfers to ourchase from the LUHA alono with

8-1 3/e0



6400.1 REV-1

any ot-her offer.s received, awarding the property to the party
thaL \A considers, in its sole discretion, has made the best.
offer.

2. The LIJFIA will notlfy the VA in writinq of any proper:ty that it
has a good faith interest in pur:chasing. The \4, will then
notif.y the LUHA in wr:it.ing of the rnaximum price for the
property, together: with a good faith estirnate of closing costs.
Any cash discount-s which may be ofEered by the \ZA with respect
to a particular property are generally available for any
Section 810 properties.

3. Upon receipt of notice of VA's agreement bo transfer the
property bo the LUHA, the LUIIA will notify the \IA in writing
within three working days if it wishes to go fonnrard with the
purcirase at the specified price.

4 In those areas in which VA issues listings to sales brokers [zmail, the LU}IA should r:equest to be placed on the appropriabe
mailing 1ist. This will ensure that the LUHA will receive
timely notice of any price reducLions which would make eligible
for purchase any properties that were forrnerly ineligible
because of the price. The LUIIA may ask the local \IA regional
office to provide details concernirrg any pricing concessions
which may be available as part of its sales pr(Xram.

B. Procedures Snecific to F\'n[lA-O,,rned Properties .

1 In response to the LUFIATs initial reqr:est for property
listings, the FtnlIA wtll include a certif ication of the arnount
that would be charged against Section 810 funds for each
property in accordance with paragraph 8-5. 'rfilere r:eimbursernent
will be based on FmHArs claim, the certificat.ion will include
the estimated closing date it has assumed in calculabing the
amount of its claim.

2. If the LIIHA wishes to acquire a property for the anxrunt
certiEied by FYnHA, it nu:st give written notice to FmIIA of its
intent t-r: acquire the property with Section 810 funds. Utrx>n
receipt of such notice from a LUHA, FTnHA will not seek or
accepl other offers Eor the property for 30 calendar days.

3. Standard for Rehabilital:ion of EmHA 1es,
convey a FInllA property to the LUHA w con n
requiring thab tire property be rehabilitated to coqply with
FInHA requirements for decenl, safe and sanitary housing and
thennal performance (see 7 CFR ParL 1955, Section 117(c)(1) and
7 CFR ParL 7924 Subpart A, Exhibit D) prior to its residential
occupanqf. The LUHA shall ensure that the honesteader cotqTlies
with ehis covenant prior to residing in the property. A

The deed
a covenant
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"decent, safe, and sanit-ary" hcusing unit is a structure which
rneets the requirements of HUTMPS Eor exist.ing consLruction, or
if not nreeting the require-ments of HUD|IpS:

(a) is structurally sound and habitable,

(b) has a potable water supply,

(c) has a functionally adeguate, safe, and operable heating,
plumbing, electrical and se$rage disposal sysl-a.n, and

(d) meets the FInHA Therrnal Performance Standards.

C. Property l4anagement Procedures for \A and FIntIA Properties.

)

Concurr:ently with a LUHATs written noLice to.rrA (see paragrapil
B-3, A. 3. above) or ftnftA (see paragraph B-3, B.Z. abovel, *re
LUIIA wirl send to the HUD urban Hornestearling coordinator a
verification of Pund Availability, HUr40050, certi.Eylng to the
property's eligibility and anxrunt of estimated costs, inclu<1ing
closing costs needed to acquire the property. A1so, this form
reguests the urban Honresteading Coordinator to verify to vA or
FYnllA and the LUHA thab sufficient funds are available to
reimburse VA or ftn[IA for the prqperty. Upon receipt of the
HUD-40050, the tJrban Homesteading Coordinator will prepare a
IluD-718, Funds Reservation and contract Authority, to be sent
to the RAD to reserve funds for bhe property as reqlired in
Chapter 6, paragraph 6-1, B.

Irlithin 15 calendar days after the LUHA's notice to \A (see
paragraph B-3, A. 3.) or 30 calendar days after the I-UHA,s
notice to Fmt{A (see paragraph 8-3, B.2.), the iJrban
Honesteading coordinator will confirm the eligibility of the
property for: transEer as in paragraph 8-4 belcw and will
certify in writing, enclosing a co"Dy of the RAD-executecl HUI)
7lB, to the vA or Frnt{A and the LUHA that suff icient funds will
be available to reimburse VA or FJnTIA for the properby. This
notifies \A or EInHA and the LUHA thab bhey can proceeo to close
on the property. (No closing should take place without the
notif ication. ) Any envir:onrnental reviet^r required for a
property will be ccxrpleted by the VA or FTnFIA as soon as
possible so as to a11cpr the LUIIA bo acquire the property wir-hin
the original 30-day period noted in paragraph 4 be1cw. -

unless the above actions are corqpleted within the specil-ied
working days of the Li-IHA's notice to vA or FmIIA of its desire
to go fomard with the purchase, the \a, or FtrlA will proceed tc
seek cther purchasers for the property.

1

3.
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4 within 30 calenclar ciays after receipt of the HUD-718, vA or
FhHA will g?nve{ the properby to the LUHA. rf so requested bythe LUHA this 30-day period r.ray be exlended at vA's 6r EmHA's-discretion for a.reasonable perioo of time. After conveyance,
the vA or FmHA will send the closing <iocumenLs to the HUb FieldOffice, attention Ur:ban Hoinesteading Ccordinator.

The urban Homesteading coorrlinator: wirl review the -/A/FynHA
closing documents, prepare an sF-1034, and the Guidei:orm for
costs Chargeable to section BI0 for vA/FInHA properties, andpackage them with a copy of the executed porm nuo-7l8 for
transrnitbal to RAD. A1l \rA or FmHA closing documents shall
have-the proper urban ilcrnestearling nurnber written at the top ofthe first page (See Chapber 5).

5.

B-4. ELIGIBTLITY CRI..IERIA FOR CONVEYI IlG VA-OI,.I}JEI] AND FYnHA-OTOIED PROPEKIY
APPROVED URBAN HOMESTAADING PF.CGPJAI(S

TT)

A. The crir-eria. The e1 igibility criberia bhat apply to HUlownedproperties shall applv to \A and FtrnHA proper:ties. Upon the receiptof a HUf40050, Verif ication of Fund Availabili ty, from the I-tJHArthe Urban Homestead ing Coordinator shall check the eligibili ty ofthe property as rroted in Chapter 7 , paragrapi-r 7-3 | A.

B. Transfer of H Value P ies. If the value of the property
the I tat sbatecl n 7, paragraph 7-3, A. 5.,the Field Office Manager may auUror:ize on a property-by-property

basis transfer of a h igher value property frorn '/A or EynHA to the
LUI{A for the reasons noted in Chapter 7, paragraph 7-3, B.

C rf the LUIIA believes Lhe value of the property stated by -vA or FmFrAis unrealistically high, the LIJHA *ay outiin -an in,lep.ni"nf 
- - "

appraisal and submit it to the Va/ffi1. The LUHA may bhen requesbthe appropriate vA or FmiIA Field off ice to reconsioei its vah-ie.
The LUHA will bear the cost oll any appraisal.

1. The cPD urban_uonesteading ccnrdinator: perfonning a.rl fundcontrol procedures listed in Chapter 6, paragrapfi 6_1;

The LUHA making a check payab-le Lo VA
the difference between what the Eield
Section 810 limit plus closing costs,for the property. This check will be
the closing occurs; and

D. Provision oE I-oca1 Resources If prices oE properties exceed the
Sect 810 regulatory limit of $25,000 anrl authorization for ahigher leve1 is not granLed by r_he Fiekl Off ice as noted in B.
above and Chapter 7, paragraph 7-3 , B. , the LUI{A may proceed topurchase propert-ies with a combinabion of funds--section 810 andother lcca1 resources ( i.e. CDBG) . Ti.ris can be done by:

2 or FYnHA, in bhe amount oE
Office has set as a
and the agreed upon pr:ice
given to VA or I.ItrFlA when

3/e0 B-4
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The iJrban Hornesteading Coordinator for:warding Lhe Standard
Form 1034, t-he VA or FmHA closing documenLs, and the executed
HUD-718 to the RAD so Lhat the \IA or FTnIIA may be reimbursed
from Section 810 funds for the balance of the price.

8-5. AIvlOUllI OF REIIIBURSEI4EI{T FOR \A-CI^}.{ED AND FrnHA-OhNED PROPERIIES

A The maximum char:ge against the Section 810 funds for any one
property will be the as-is Eair: nrarkeL value of the property or
the amount of VA's or FmFIA's claim, whichever is the lesser. The
VA's claim means Lhe sum oE the palzment bo the holder under
guaranty, the cost-- of acquiring the property, and VA's expenses
connected with cxnership and sale of the property. FmHArs claim
means Fm[:lArs g].oss investrnent in the property (unpaid mortgage
indebteciness and casit acquisition cosl:s) and FTr[{Ars expenses
connected with ownership and sale of bhe property.

In addition, \rA/FTnFIA will be reimbursed Eor such closing costs and
fees customar:ily charged in sirnilar transactions in the locality if
normally charged to the buyer by Wrmrm, including, brrt not
Iimited to:

cost of recor:ding the deed, in the Eorm normally used by
VA or FYnFtA in the jurisdiction;

2. cost of acceptable title evidence;

closing fee; and

local transfer taxes. (Property taxes for F'mHA only if based
on the claim -- see B. belcr*. )

VA shall designate on Lhe first page o[ its closing documents
whether: the arnount charged the Section 810 account is the fair
market value cf the property or the amount of claim.

B. FIUD will not reimburse \4, and/or FTnHA or the I.,IJIIA for loca1
property taxes (except as may be included by Fxrl{A in its expenses
of ovrneisfrip, if r:eimbrrrsement is based upon the Agency's claim).
property taxes will be prorateti to the date of closing between VA
or FmHA and the LUHA. The \rA or Fln[IA will not transEer properties
if the Agenry is not reimbursed by the LIJHA at closing for any
prepaid property taxes. The LUTIA bears the costs oil any property
taxes for the periorl after closing wit-hout Sect.ion 810
reimbursement.

3

t-

3

4
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C The Urban i{omesteading Coordinator is responsibJ-e Eor:

1. being familiar rvlth the various costs associatecl with the
acquisition of vA and FrnHA properlies, and assuring thab such
costs are eligible;

2. kno,,ring whether: vA or BnHA is charging the section 810 account
for the amcunt of the claim or the as-is fair market value,
whichever is the 1-esser, for the prcperty; antl

providing a cost breakdorrn as a part of the closing statement
package to be transmitt-ed to the RAI). (See paragraph g-5, A.
for eligibre costs.) This cosL breakdourn should rliitinguish
between the VA or FmHA claim and the as-is fair mari<.et. value t-o
be charged to the Section 810 account. (eee app,endix 18 for
HUD-40075, Costs Chargeable to Section 810 for Wf.rnua
Properties. )

3.

a If the Fair rnarket value is charged, the conputation
should include:

(1) as-is fair nrarket value;

Q) plus breakout of closing costsi

(3) minus tax cr:edit aCjustment (See paragr:aph B-5, B);

(4) minus amcrunt paid by LUHA (non-Section 810 in
addition to the Section 810 funds); and

(5) total to be charged to Section 810.

b. rf the claim is charged, the conputation should inclucle:

(1) amount of the claim;

(2) plus 1ocal property taxes (for FTnHA only);*

(3) plus breakout of closing costs;

(4) minus tax o:edit adjustment (See paragraph B-5 B. );
(5) minus amount paid by LUIIA (non-section 810 in

addition to bhe Sectir>n 810 funds); and

(6) tobal to be charged to Section Bl0.

*\/A is not reimbursed for property taxes under its claim.

3/e0 B-5
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Note: The \A or FTnHA may give a credit for taxes at. closing in place
of the Agenqf paying its prorated share. v,ihere this happens,
the Ur:ban Homesteading Coordinator must make the adjustraent
a1so. (See paragraph B-5 C.3.a. (3) and b(4) above. )

8-7 3/eo
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CHAPTER 10. ALTERNATIVE USES OF FEDERALLY-CONVEYED URBAN HOMESIEADING
PROPERTY

10-1. AUTHORIZATION TO APPROVE ALIERNATIVE USE PROPOSALS

A. Rationa'le. Al ternative uses for homesteadin q properties sha'l'l be
where homesteading the property has

iate cases, the Fie'ld 0f f i ce may
approve proposals for a'lternative property usage as described
be1ow. Before an a'l ternative use is approved, however, a LUHA must
demonstrate to the Field 0ffice that it has made a good faith
effort to hornestead the property (i.e., repeated attempts to Find a
honBsteader have failed), or the propenty must be in such poor
condition (usual'ly sufficient to justify loca'l condernnation on
grounds of imrninent danger to hea'lth or safety) ttrat hornesteading
obvi ous'ly woul d be i mpossib'l e. A'l terna ti ve usr' reques ts shou'l d be
infrequent, since each LIJHA is responsible for inspecting each
property prior to acquisition to dr'termine the feasibi'lity of
rehabilitation and the marketability of each propert-y. l-UHAs are
al srr responsible for conveying each property to a hornesteader
wfthin one year of receiving tit1e, pursuant to 24 CFR
se}.7(b)(3).

Repeated requests to be relieved of the homestearling oblfgation
would indicate that deficiencies exist in the LIJHA's procedures for
pnoperty selection, inspection, and homesteader se'lection or
rehabil itation financing methods, and appropriate corrective
actions shou'ld be taken pursuant to 24 CfR 590.2I ctr 590.2q4I.

B. Authorization. The Field 0ffice ilanager is authorized to approve
osa'ls for federal ly conveyed properties on]yalternative use prop

when he/she determines that hcresteadinQ the property is inFeasible
and the a'lternative use is consistent with the coordinated approach
toward neighborhood improvements for the ho;nestea'1ing
ne i ghborhood.

IO-2. ALTERNATIVE PROPERTY USES

After ensuring that hcrnesteading the property is infeasible, the inost
irnportant consideration in approvf ng an a'lternative use is to du'terrnine
if the proposed use is consistent with the plan to achieve a
coordinated approach toward neighborhood improveinent for tht:
home s teadi ng ne i ghborhood deve'loped pursuan t to 24 CFR 59t).7 (1 ) . The
fol I or^rino guidel inc.s shoul d be fol l owed by the Urban Hornestearlinq
Coordinator in inaking decisions related to alternative property uses.

A. Alternative Use of Structure. firamples cf alternative structure
use which woul d normal ly fllp ther nei ghborhood i mprovernen t i nc'lude a
community cerrter, a day care center, a recreation center, a

nac nf rrcactemporary shel ter for the

1C- 1

'l e,,^s or other si mi I a r tv
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The 'locality shou'trd a'lso show that tunds are available to
rehabi'litate and convert the property to such use. If alternative
uses cf these tJpes cannot be insti tuterl, the options I f sted be]ow
may be considered. when consfderinq requests for a alternative use
involving rehabil i tation and conversion, coor^dinators shoulrl
request information explaining why a structure sound enough to
warrant rehabilitation for a'lternative usa is unsuitable For
homesteadif,g, €.g., ir location not suitab'le for residentia'l use.

B. Dernol ition of the Structure.
structure, LUH or

Detnol ition of an existing
transferee, can only be approved when

C.

an approvab'le alternative use for the'lanc is submitted with the
dr'mol i tion proposal . (See paragraph 10-3 8.3. ) Examples of
a'lternative uses for the land include, but are not lirnited to, a
park, a p'layground, a site for d cr')fiilunf ty swimming pool, new
construction of 'low-income housing, or sale to the adjacent
homeowners. A condi tion of approva'l for dernol i tion rnust requirc
the'locality or transferee to'leve'l the 1and, if the site cannot be
prepared For the a'lternative use immediate'l-y. This precludes the
existence oF an unsight'ly or hazardous vacant lot in the interim
period. However, 'land banking without definite plans for
appropriate community or economic development in the immediate
future i s not an acceptabl e al terna ti ve use. The rr:sponsibi 1 i ty
for financing property demolition and/or any alternative use rests
with the LUHA and its transferee, if any. Section 810 funds cannot
be used for funding these activities.

Sale of the Prrtperty by the Loca'lity. If the LUHA wishes to sel'l
the property which cannot be homesteaded, or a vacant'lot resulting
from demo'lition oF a house, and a delerrnination is made that the
sale wou'ld resu'lt in the frrrtherance of the locality's coordinated
approach to neighborhood impr6yg1npp1, then sale of the propert.y
rnr'ght be an approvable ootion. Hcwever sale or transfer for the

u ose o F rehab i'l i ta ti on and res a'l reuse sno anen
t e n cates t cme s tea d ng thea ova eo on. Suc asa

proper wou e feasib'le.

i^lhere sale is an approvab'le option, the property shou'ld be so1d at
a price which ref'lects the current fair market value at the time of
sale. A sa]e price be]ow thr: Fair market va'lue shou'ld be
considered only if the sale is made to another public agency or a
nonprofit organization with an established, operating prograin which
would use the prooerty to the benefit of the neighborhood, i.e.,
a temporary shelter For the home'less, day care center, a communi t.y
or neighborhood center, etc. Such a sale should cnly be a1lowed
where i t is clearly in the best inter"est of a'l'l parties invol ved in
or aFfected bY the transaction.

The transfer or sa'le of a federally conve.yed prcoerty in no way
atfects the 810 fund a'l'location except whare the LIJHA has

Tl90 to-?_
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in tentiona'11.y or neg'ligently converted, rented or sol cl a
without HUD approval (See 24 CFR S90.31(e)).

proper ty

1. Use of and Accnuntin for Proceeds ( Pro m Income). Proceeds
rece ved from a sa e must be use o tlHA i n ts
hornesteading program for rehabilitation financing for forrner
federal ly-owned or I oca'l1y-owned homes teadi ng pr,:perties, to
acquire more properties for hornesteading, or neighborhoocl
impr()vements or simi'lar public faci'lities o" services directly
benefitting a hornestead property. proceeds raceived From the
sa1e of a property homesteaded previousl.y, in which the
rehairil itation was financed by a Secti on 3L?- loan, rnust be
refunded to HUD and applied to the Section 312 debt berore
being applied to other activities noted previously. proceeds
may not be used to offset administrative costs. The LIJHA is
required to account for the receirlt and expenrtiture of this
program income (not only the initial use, l-rr.tt also reuses of
these funds ) as I ong as the LTIHA con ti nues to have an approverc
homesteading prograrn. 0n1y when a LUHA is c.losed out wi.ll it
be relieved of its obligation with respect to the accountingfor and use of program income.

D. Reconve ance of Pro r to HUD VA oT FmHA . HUD is not norma'lly
au or ze accept

upon erroneous information provided to it by HUD. This is
generally limited to the existence of unknown, severe structural
darnage to a property prior to conveyance. Detectir:n and
reconvayance would be expected to take place within g0 days of the
transfer date of the property from ilUD to the 'loca'lity.

This exception does not apply for vA and FmHA properties which may
not be reconveyed.

E . Con trcl and l'lon i tori n When an alternative use is approved which
nvo ves con nue pub'l i c ownership, appropriate controls must be'irnposed by the LIJHA to ensure that the a'tternative use wi'll be for

the approved purpose. The Urban Hornesteading coordinator shou'ld
review the controls and monitor the prograrn io confirm proper
implementation. l,lhen the al ternative use inc'lurles sa'le of theproperty, appropriate covenants shor.rld be p'laced on the deed to
assure implernentation of the approved use for a y.easonab'le period
of time, e.g., 5 years.

F . tjna u thor i zed A I terna ti ve U Se r) f a Pro er I F a LUHA takes an

e reconveyance oproperties. An exception nray be made for
can be cl ear'ly demonstrated that the LUHA

urban holnesteadi nq
HUD prooer ties when i t
made its selection based

ocedures, repayrnent to
coinpensation the LIIHA
he amount of Section 810

action not authori
HUD shall be made
received if a sa'le

ze a ccor ng se pr
ft)r ei ther the amount of
or rental occurred, or t
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funds spent For the prcperty, as appropriate, purstlant to 24 CFR

590.31(e). If there is an u.xisting Section 372 debt, disposition
will be handled on a c.lse by case basis by Headquarters.

An action that would warrant repa.yrn,-rnt would be defined as one that
is witlrin the LTJHA's contro'l . For example, if a hoinesteading
property deteriorates because of a LTJHA's inability tc find a

homestearler due to poor property se]ection ini tial ly or by neg'lect
From the LUHA, then that is within the LUHA's control. Ir an
a,Cequately secured and insured homestead property shou'!d be damaged
by fire to the exlent that condemnation fs required, then that is
beyond the LUHA's contro'l and reoayment wcu1d not be required.
Proceeds Frorn insurance benefits shall be handled as program income
(See paragraph l0-2.C.1).

When repayment is required, the Urban i{omesteading Coordinator
shall prepare a letter for the Field Cf f ice i'4anager's signature, or
designee, requesting reoayment and citing circumstances under which
the request is made. A copy of the letter requesting repayment
must be sent to the RAD for recondinq a receivable. Rerravments
sha'll be made in accordance with Chapter 6, paragraph 6-1, E.

10.3. REQUESTING AND APPROVING ALTERNATIVE USES

A LUHAs are to submit the followinq information to request an
a'l terna te property use:

the address of 16s 6Ftected property;

an exp'lanation of what steps the LUHA has taken toward
homesteading the property;

an explanation of rvhat steps the LiJHA has taken to protect and
insure the property after receivinq ownership of it;

an explanation of why the LUHA consiCers homesteading
infeasible with resrrect to the property;

a statement of the proposeC a'lternative use and how it is
consistent wi th the coordinated appr()ach toward neighborhood
improvement for the urban homesteading area;

the estimated fair market va'lue of the property in its oresent
condition and the estimated net proceeds to be received from
the di spos i ti on of the prrrperty, i f any; and

a statement tha I the LIIHA is authorized unden State and 'local

law to undertake the proposed alternative use.

1

2

3

4

5

6

7
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B In reviewing a LIIHA's request fcr al ternative use, the lJrban
Homesteading Coordinalor must be sure that:

the LIJHA has atternpt*-'d to homestead the property. This
requires demonstrating to HUil that the property is not
marketable for homesteading. At a minimum the LiJHA must have
entered the property in two se1ection rounds to rnatch
irr:mesteadens to the property and been turned down by several
potential applicants. In this fnstance, the LUHA must
demonstrale that it has attempted to reach non-oriority
applicants in addition to the priority applicants beFore
requesting an a'lternative use for the propertv. If there is a
breach of an existing Homesteader Agreernent, the LUHA must
demonstrate that it has attempted to find a successor
homesteader for the oroperty who can assume the existing
rehabilitatfon loan.

the property cannot be homesteaded because its physical
condition is such that homestea(ling is obviously impossible.
This could inc'lude severe structura'l , fire, or termi te damage,
major vandalism, or other conditions making the property an
immediate danger to hea'lth and safety. These conditions must
have been beyond the LUHA's control . If not, see paragraph
3 .a. bel ow

where demolition is proposed, an approvab'le alternative use
for the vacant land is subrnitted a'lso in accordance with
paragraph 10-2, B. Carefu'l consideration should be given to
approving requests for demolition. A LUHA may make a poor
Droperty selection ini tial lyr or" d property may be he'ld in
inventory for an extended period, after which time it is so
deteriorated and vandalized that costs to repair are
prohibitive for hornesteaders and there can be no alternative
use for the structure, but demo'li tion.

If demolition is required because the LUHA did not act
responsibly to hoinestead the property after acquisition by
securing one or more hornesteaders as necessary to comply
with Paragraph 5, of the Urbarr Homesteading Program
Participation Agreernent (Appendix 4), or by inspectlng
properties prior to taking title and secuninq and managing
properties after acquisition, the Section 810 account
sha'll be reimbursed pursuant to 24 CFR 590.31(e).

If demo'lition is required due to no fault of the LUHA,
i.e., fire, the Urban Homesteading Coordfnator shall
advise the LUHA to attempt to sel'l the property and
dispose of proceeds in accordance with paragraph 10-2, C.

1

2

3

a

b
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4 where sa'le of a property is proposed, it must resu'lt in the
furtherance of the locality's coordinated approach to neighbor-
hood improvement, and the LUHA is prepared to account for the
sales proceeds as prograrn income. The sale or transfer for the
purpose of residentia'l reuse is not an approvab'le option.

If the request is approvable, the Urban Homesteariing Coordinator
shalI prepare a'letter to the LUHA for the Fie'ld Office Manager's
signature stating that the proposed action is authonized and any
conclitions as noted in paragraph 10-2, E., Contnol and Monitoring,
shall be imposed as a condition of the approval.

If the request is not approvable, the Urban Homesteading
Coordinator sha'l'l prepare a letter for the Field 0f f ice l4anager's
signature stating the reasons for the disapprova'l and any further
requirements, as applicable, that may be imposed.

A copy of the approval or disapproval letter shall be sent to the
Regional Director for CPD and to the Director, Urban Homesteading
Program, Rehabilitation Loans and Homesteading Division, Head-
quarters.

c

D

E
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CHAPTER 1T. REPORTING AND RECORDKEEPING

11.1. I'RBAN HOMESIEADING PROGRAM MANAGEMENT INFORMATION SYSTEM (IJHPMIS)

11.2.

A The Urban Flomesteadinq Program Management Information System
(UHPMIS) and the neports generated by the system are requirect in
order for HUD to monitor and eva'luate the various Urban
Homesteading Programs adrninistered by LUHAs. Data co]lected are
used al so in the preparation of the statutoril.y required Annua'l
Report to Congress.

B. The UHPMIS is an automated information svstem. Information for
HUD-approved Urban Hrrmesteading programs and overal'l program rlata
is be stored and tracked on a System 2000 data base in
Headquarters. The stored data represents the current fisca'l year
and a cumulative summary since the inception of each individua'l
program. The data are updated by extracting data from the c24
Field 0ffice Reporting and Yanagement Systern/Cornmunity Planning
and Deve]opment (FORMS/cP[), from the A96 program Accounting
System (PAS), and from the Housing R07 cri tici'l path processing
System (CPPS). Input provided by the LUHAs on the computer-
generated turnaround documents nrrted be]ow is used to update the
data base quarterly.

LUHA REPORTING FOR UHPMIS

A. All LUHAs (active, inactive , closed out) that rlere reportinq to
and new]y approved LUHAs in FY 1986HUD under the manual systern

and thereafter must submit data for the UHpMIS on al1 properties
acquired with section 810 funds that have not yet been transferredin fee simp'le to homesteaders. This inc'ludes:

1. al1 properties recent'ly acquired;

2. a'11 properties in the LIJHA's inventory awai ting transfer to
homesteaders; and

3. a'l'l properties that have been transferred (condi tiona'l'ly) to
homesteaders, and for which the LUHA stilr has a reversionar.y
interest, or the equivalent.

Appendix 7 provides instructions for the preparation of the
Homest-eading Property Addition, HUD-40063, for initial input ofproperties into the system and Appendix 6, HUD-40063-A, provides
instructions fcr updating the status or the properties on the
computer-generated Quarter'ly Property and progress Reports.

Pr Addition HUD-40063. fhis form prepared
or a property(ies) into

B

1 . Horne s teadi n

s use
r
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(FHA, VA, FmHA and Loca'l properties acquired with Section B1C
under the Local Property Demonstration), case number, address,
census tract, numben of dwellinq units, va'lue, the date the
property was offered to the LUHA, the LUHA's acceptance date,
the acquisition date by 16." UJHA, and the source of funding
for the acquisition of each property. This form is submitted
to Headquarters by the LUHA each quarter if new properties are
to be added to the system.

2. Quarter'ly Property Report. This report is computer-generated
in Headquarters based on the initia'l data from the HUD-40063.
This report tracks steDs in the acquisition 6f properties by
the LUHA. An,y information not original'ly entered by the LUHA
on the HUD-40063 for a property is entered on this report.
For example, the acquisition price may not have been known at
the time tha property was crigina'l1y entered on the HUD-
40063.

3. Quarterly Progress Report. This report is computen-generated
in Headquarters based on the inf tia'l data From the HUD-40063.
It serves as the principal source of data concerning
management of properties after acquisition by the LTJHA through
final conveyance to the homesteader. This includes the dates
of conditiona'l conveyance, start of rehabilitation, occupancy
by the homesteader, comp'letion of rehabi'li tation, and f inal
closing. Reported also are Droperties that were identified
for an alternative use, a range of income of homesteaders, the
racial/ethnic composition of the homestead fami'ly and the
source and amounts of rehabi'litation financing on homesteading
proper ti e s.

C. After initia'l inpr.rt. into the UHPMIS. By the 15th of the last
month of the quanter, HUD Headquarters will send a cooy of the
computer-generated neports cover"ing the previous quarter' s
activities for updating to each LUHA. The Urban Homesteading
Coordinator will receive a copy of both reports for each LUHA from
the Administrative Services Division in the Field Office via the
Printlist. These reports wil'l appear as C45CBCB, Unban
Homesteading Quarterly Reoort (PR0P RPT), and C45CCCB, t.lrban
Hornesteading Quarter'ly Progress Report (PR0G RPT). These reports
will be run on the 15th of i,larch, June, September and December and
will be availab1e for only 3 days.

The LTJHA will edit and update the reports through the end of the
current quarter. The LUHA will return the Property and Progress
reports (which have changes) and the HUD-40063 (if new properties
are added) directly to the Director, Urban Homesteading Program,
Rehabilitation Loans and Homesteading Division, Headquarters,
within 30 days after the end of the quarter.

E. The OMB control number for the UHPMIS is 2506-0C42.

D
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t

11-3. FIELD OFFICE RESPONSIBILITIES FOR UHPMIS AND trOItMS /CPD

The Ur['ran Homes teadi ng Coordi na tor :

is responsible for monitoring the tirnely submission of the LUHAs
reports accordfng to the schedu'le noted in the Hrrinesteading
Property addition, HUD-40063, and Instructions for updating the
Quarterly Property and Quarterly Prooress Reports, HUD-60063-A;

is responsible for ensurinq that LtJHAs submi t cornplete and
accurate data to Headquarters accorrling to the HUD-40053 and HUD-
40063-A;

sha'l'l reconcile di screpancies in reporting b-y the LUHA, the pAS
and CPPS data when problem areas are identified through review of
the UHPMIS reports;

sha'l'l update the FORMS/CPD data basc with data from the Stanrlarcl
Forn 424, App'lication for Federal Assi stance, that was subrni tted
for each LIJHA approved in FY 1986, and from new aop'lication
approvals in succeedfng .years. Subsequent changes based on the
annua'l request frrr program participation, arnendments to the
application, funding 'leve1s, and close-outs, must be inputed in
F0RMS/CPD to update the UHPMIS (see Appendix 20);

shall send a memorandum to i'leadquarters with the name of a new
LtIHA's contact person, address, telephone number, and subsequent'ly
keep Headquarters informed of an.y changes in the LUHA's contact
person, address, teJephone number, and nroqram status ( i.e. ,active, inactive, or c'losed out).

11-4. OTHER UHPMIS REPORTS

The UHPMIS will produce other reports based on data furnished by the
LUHAs fn their quarterly Property and progress Reports, and datl
provided bv the PAS, and F0RMS/CPD. rhese reports wi'l'! be availabte
to Urban Homesteading Program staff in Headquarters, Regional ancl
Field 0ffices.

Qua r ter I Property Transfer Report

A

B

D

E

This report summarizes property transfers (numbe
fiscal year, and duration of the prograrn for eac
For each Field 0fffce.

ra
hL

nd value) for the
UHA, shcwing tota'ls

Semi-Annual tli'lestone Re por t
This report sumrnarizes the number c
source of the property and source o

roperties For each LUHA by
unding and the number of

fp
ff
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properties in each stage of management. Detailed data are printed at
the LTJHA leve'l and total s are printed at the Fiel d 0f fice 'leve'l 

.

Annual Rehabil itat'ion Report

This report summarizes rehabil i tation data
dwelling units and funding) for each LUHA,
showing total s for each Field 0ffice.

(number of properties,
for the fiscal year,

11.5. REGIONAL OFFICE REPORTING.

The Regional Cffice tJriran Homesteading Coordinator will prepare two
reports on the status of Section 810 funds.

A . i,1on th 1y Report of Reqional Funds Use, HUD-40064-8.

This rerrort, HUD-40064-B (Appendix 21), st.lmmarizes by each Field
0ffice the amount of Section 810 funds reserved under H[JD-718's
for FHA, FmHA, Section 312, and VA properties and dwelling units.
The Regional Urban Hornesteading Coordinator should obtain this
information from the Field 0ffice Urban Homesteadfng Coordinator
and not the RAD. This report is due on the 10th of the month
Fo'llowing the reporting month.

For the last report of the Fiscal Year, the Reqional Coordinator
must subrnit the above required data for all properties on which
c]osings occurred by September 30.

The end of the year repcrt should be reconci'led to the RAD's
recordation of Section 810 funds expenditures by L[IHA prior to
subrni ssi on to Headquarters.

B. Annua'l Report of LUHA Funds Use Section 810 Re ional R ort HUD-

s report, ppen X , summar zes
ffi ctual expenditure of Section 810 funds based on property
closings tor a'll LUHAs under each Field 0ffice. The Field Cffice
subtota'ls should equa'l the corresOonding figures in the September
Monthly Regional Status of Funds Use Report. This report is due
i n lleadquarters on Cctober 15.

11-6. OTHER PERIOI)IC REPORTS

HUD Handbook 1970.33 REV.-2, Accortnting Procedures, Program
Accounting S.ystem (PAS), provides a coinplete 1ist, descniption,
and frequency of a'|1 reports avai'lab'le from the PAS. The Reqional
Urban Hornestea(1ing Coordinator and/or Regional Director for CPD

should use the Status of Funds Report, A96CICA, which provides the
status 6f the Field Office's sub-ass'ignment, reservations,
obligations, and remaining balance, and the Grant Status Report,
A96CYCA, which provides the status of an individua'l LUHA for

A

3190

pro ram r:versi
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B.

HUD

the RAD wi'11 prepare a summary Report on Distribution of
Disbursements, HUD-27043 (Appendix 23). This reF'lects the amount
of Section 810 funds paid to FHA, VA, FmHA and the Section 312
fund during the month. The RAD should submit a coD.v to the
Regional Director for CPD and any discrepancy between the arnount
of disbursements on the summary and the PAS shou'ld be reconciled
(see paragraph 6-5, A).

Single Family PD in the Field Office produces a HUD Prooerty
Di sposi tion Program Acquired Home Properties i,lonthl.y Report,
R07AMCA, r:n the automated Housing CPPS (see Appendix 25) to
report on property acquisition and disposition activities. CPPS
is a'lso capable of pr6{ucing on demand inquiry reports of
propertv information (city, state, street name and number, zi0
code, census tract genera'l features, status, and condition). Any
reports deemed usefu'l by the Urban Homesteadinq Coordinator or
Regional Director for CPD may be requested from Housing.

RECORDKEEP I NGLL-7 .

The Field 0ffice Urban Homesteading Coordinator sha'l'l develop a system
of recordkeeping which inc1uces at a minimum the following records:

A. LUHA File. An individual file for each LTJHA which inc]udes:

1. Application and arnendinents, including an executed Urban
Homesteadinq Program Certification, HUD-40073

2. Annua'l request for participation
3. lJrban Homesteading Agreement, HUD-40051, and amendments
4. HUD-40052, HUD Noti f ication
5. Moni toring Reports (findings and reso'lutions)
6. Al ternati ve Use (approva'ls and di sapprova'ls )7. Complaints and resolution efForts
B. Audit reports
I . Al l correspondence wi th the 'loca'!i ty and concerni ng the

'l oca'l i ty.

B Funds Management. A fi'le of a'll Section E10 financial activity
whi ch i nc'l ude s:

1. a financia'l record showing Section E10 a'l'locations and
rea'l'locations to the Field 0ffice, reservations to'localities,
and ob1igations fcr prooerties, with monthly and annual
reconci I i a ti on resul ts; and

2. a ffle or record of all financial forms (HUD-195.1,718,
40050, 9589, t, Standard Form 1034, and VA or FmHA c'losinrt
documents).

11-5 3/90
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C. Prograin Status. A file of al'l progress reportinq activity which
includes:

1. 'lists of availab'le properties (Section 312, FHA, VA, FmHA);

7-. a file or record of the most recent Quarten'ly Prooerty and
Progress Reports.

11-8. LUHA RECORDKEEPING

The LIJHA shal'l Cevel op a system of recordkeeoinq whf ch wil1 enab'le i t
to manage the homesteading program in a timely and.osl gffective
manner. At a minimum, the LUHA must have:

A An

of
Accounling System capable of breaking out and keeoing track

1. administra tive costs direct'lv re]ated to the management and
support of the homestearling program;

2. property acquisition costs;

3. hornesteading rehabil itation financingi and

4. pub'lic and pr^ivate investment supporting homest-eading and
neighborhood improvement etforts in target neiqhborhoods.

A Progress Tracking S.vstem capable of detailing the status of
each property as it qoes through the hornesteading process (UHPMIS

Quarter'ly Proqress Report).

A Program Information File(s) Containing:

1. neighborhood improvement strateqy (a coordinated approach to
nei ghborhood improvement) ;

2. homesteading program design, aop'lication and certifications;

3. 1ega1 and financial documents;

4. correspondence with federal agencies;

5. complaints and resolution etforts;

6. inspection reports and resuJts;

7. "proof of purchase" form issued by the NFIP for affectcd
properties;

8. data showing the extent to which persons of difFerent races,
national oriqins, ages,

C

3/ 90
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ramil ial characteristics are applicants f6r, afld participants
in, the orogram;

evidence that prooerties were 'marketed to reach "e'ligible
persons who are not likely to apply without specia'l
outreach; "

10. evidence showing that properties were otfered to "priority"
applicants first, prior to offering them to applicants who do
not meet t.he lower income definition.

11-9. RECORDS RETENTION AND DISPOSITION

HUD. Public Law q5-440 prescribes mandatory use of the General
R-p-cords Schedu'les issued b-y the General Services Administration
(GSA) for the retention and disposal of records and reports
prepared by personnel of HUD. HUD has in turn issued two
Handbooks to describe the records and to provide mandatory
disposition instructions for them. Al'l records and reports are to
be retained or disposed of in accordance with the provisions of
these two Handbooks which are listed below:

1

2

HUD Handbook 2225.6, REV-1, HUD Records Disposition
Schedules, 0ctober 1988.

HUD Handbook 2228.2, REV-2, Genera'l Records Schedules,
February 1989.

B LUHA. The LIJHA will maintain adequate financial records, property
t-Tsposition documents, supporting documents, statistica't records,
and a'll other records pertinent to each annual 'local urban
homesteading program, as described in paragraph 11-8 of this
chapter, unti'l ei ther i t transfers fee simple ti tle to a'l'l
federally-owned properties From that year to the homesteader or
receives HUD approval of an alternative use and has implemented
such alternative use.

9

A
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CHAPI'ER 12. HUD REVIE!.I OF LTIHA PERFORMANCE

Lz.I. PURPOSE

At least once each fiscal year the tjrban Hornesteadinq Coordinator,
with the assistance rrf other CPD staff, as necessary (CPD Representa-
tive, Financial Specia'list, or Rehabilitation Specialist) sha'l'l review
the performance of each LUHA not c'losed out. Other HUD staff (Fair
Housing and Equa'l 0pportunity, Counsel, Housinq, etc.), may be
consu'lted and assist, as necessary, in reviewing the performance of
the LUHA.

The review sha'll determine whether the LUHA has a continuing lega'l
arrd administrative capacity to cdrry out the homesteading program in a

timely and cost effective manner and meets the other perforrnance
review standards in 24 CFR 590.2q. The LUHA rnust be:

complying with the iJrban Homesteading Program Participation
Agreement and Certifications, the Act, the Urban Hotnesteadinq
Program regu'lations at 24 CFR Part 590, thfs Handbook and other
appl icable Federal 'laws and regu'lations;

carrying out the program substantia'lly as approved by HUD in its
application and any subsequent amendments;

selecting federally-owned properties that are suitab'le for
homesteading and rehabilitation as required by 24 CFR

seo.7(b) ( 1) ;

making reasonab'1.? progress in movi ng properties through the
stages of the hornesteading process, including acquisition,
hornesteader selection, and conditional conveyance, without makinq
an unreasonab'le nurnber of requests for al ternative uses of
properties se]ected, or for extensions of the time periods
specified in 24 CFR 590.17(a)(2)(ii) or (c)(1); and

making reasonable efforts to insure that imorovernents in
neighborhood public facilities 6n6 5grvices in hornestead target
neighborhoods which the LUHA proposed in its p'lan for a
coordinated approach to neighborhood improvernent in 24 CFR Part
590.7(a) are occurrir'rg on a time'ly basis.

L2-2. TYPE OF REVIEI,I

fhe arrnual performance review wil'l be conducted in house for each
LUHA with an executed Urban Homesteading Participation Agreement in
effect un1ess the LUHA is identified for an r:n-sight monitoring review
under the risk-analysis monitoring system. Under this system, the
lJrban Homesteading Coordinator should identify LUHAs based on their

A

B

C

D

FL
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program cornp'lexity, 1oca1 capacity, recent problems, and past
monitoring. Untler this system, priority should be given to reviewinq
staff capacity and compliance with Drogram Drocedures of new LtJHAs and
to 'look at LUHAs with serious prob'lems.

The Guide for Limited Monitoring Review appears in CPD Monitoring
Handbook, 6509.2 REV-4, Chapter 6, Exhibit 6-3. The Guide for In-
Depth Monitoring of Loca'l Urban Homesteading Programs is contained in
Appendix 24 of this Handbook. |rlhile use of either of these guides is
not mandated, the reviewer must address a'l'l of the sarne i SSUBS dft,1
retain comparab'le documentation to that called for in the applicable
guide when undertaking either lirnited or in-depth monitoring.

The Fie'ld Office must consider all available facts and data,,.rhich mav
i ncl ude :

A. UHPMIS Quarterly Property and Progrg55 Reports;

B. records maintained b.y the LUHA;

C. resu'lts of HUD's monitoring of the LUHA's performance;

D. audit reports, whether conducted by the LUHA or by HUt) auditors;

E. records of comtnents and comp'laints by ci tizens and orgarlizations;
and

F. litigation history.

If other than an on-site review is conducted, the Fiald Office must he
reasonab'ly sure that the LUHA's program is in compl iance with a'l'l
elements identi f ied in paragr"aph 12-1. A copy of the rnoni trrinq
letter sha'll be sent to the Director, Urban Homesteading Program,
0ffice of Urban Rehabilitation, Headquarters.

I2.3. FAIR HOUSING AND EOIJAL OPPORTUNITY RE QU IREMENTS

i,rlhether the monitoring neview is conducted on-site or in-house, t-he
FHEO Specia'list shal'l review the affirmative nnrketinq practices of
the LUHA including the advertising and other marketing requfreinents of
Chapter 3, paragraph 3-1 E, as wel'l as policies, practices and
procedures for eligib'le homesteader selection of property and/or the
method userl to assign properties to homesteaders. Homesteader
selection rnethods must also be monitored to ensure that the LUHA is
complying with the authorities cited fn 24 CFR 590.11(d)(5).
Information for this purpose may be obtained from the Urban
Homesteading Program Management Information System (UHPMiS) Quarterly
Property and Progress Reports or locality records. In addition, the
form of deed or lease used by the LiJHA for the transfer of
homesteading properties must be reviewed to ensllre that a covenant
runs with the land in accordance with Chapter^ 3, paragraph 3-1F of

3le0 L2-2



6400 .1 REV- 1

thi s lJandbook, and paragraph 9 of the urban ilomesteatrinq Agreement,HUD-40051. Materia'rs miy 6. "ufru.tecr from the L.,HA when an in-housereview is conducted.

L2-4. FLOOD INSURAN CE PURCH ASE REQ U I REMENTS

I2-5. ANNUAL REVIEW OUT PROGRAMS

Monitoring for compliance with the F'lood insurance purchase responsi-bility reguired by the Flood-Diiaster protection Act wfll be conrluctedin accordance wittr rxntui t iz-i and chant"r-iz'isection 1) cf HUD

ffi[l|::[. 
650e.2 REV 4, communi iv pr.nnini-un,r-oever opruni' :ron i iJri ns

OF CLOSED.

The Urban Homesteading Coordinator sha.l.l have the responsibility forneviewinQ closed-out [.og"ams io oetermin.-.nrpiiance with conditionsfmposed under the iniiiai teite"-oF compl.tior. This will invo.lve, ata minimum, a vearry fn-house review ;n;ii 
-it."i.rt 

section 810property is conveyed. in fee simple to a r.,onresteide", or HUD hasapproved an alternative use for the_property and the LUHA hasimplemented it. The HUD oirice sha'ri .oa."r.-iny nnn.nrpliance andapply corrective and remedia'l action, ii-uprror.i.a", in accordancewith Chapter 13 of this itanOnoo[.
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CHAPIER 13. CORRECTIVE A}ID REMEDIAL ACTIONS AI'ID S.ATJCTIONS

I3-1. CORRECITIVE AI'ID REI,IEDTAL ACTIONS

A At any time during the program year when the Urban ilonrest--eading
Coordinator discovers or learns of a problem that appears to
requir:e corrective or remedial action in a locality's urban
homestea<ling 1>rogram, immediate action should be taktln in
accordance with 24 C!'R 590.21 or 590.31 and this Handbook.

Technical assistance should always be offered to the I.UHA. Tn
cases oE suspected Eraud, the HUD Office of Inspector General
should be informed immediately for: 1-urther: investigation and
action.

The Urban Homesteading Coordinator shal1 documenL all findings oF

non-corqpliance and file them in his/her file on the LUIIA along
with documentation of all. correspondence and ef[orts Lo resolve
the problem.

As an initial corrective aclion, except vrhere there is clear and
convincing evidence of ongoing staLut-ory non-compliance, a lel-ter
of warning signed by the Fiel-d Office Manager, or designee, shall
be sent advising the LUHA of its deficienry(ies), and puLting the
LUHA on notice that- more serious correcLive and remedial acLions
will be t-aken by HUD if the LUHA does not correct the deficienql
or if it is repeated. The letter shall also specify what the
con:ective and remedial actions will be. Copies shal1 be sent to
the Director of Lhe Urban ilomesteaCing Program, Rehabilital-ion
I.oans and Homesteading Division, CPD, HeadquarLers. See also
paragraph 13-2.D.

Letters issuing warnings and specifying correcLive and remedial
actions should be detailed and always include schedules for
implementation, and penalt.ies Eor nonconpliance, as permit.t-ed by
24 CFR 590.27 and 590.31.

L3-2. PROCEUJRES FOR IIqPOSING SANCUOIS

A Vrlhen all reasonable ef forts to correct problems have failed, or in
all cases wher:e there is clear and convincing evidence ol1 ongoing
statutory non-conqtliance, Lhe Urban ilomesteading coordinator sha11
recormnend the imposilion of sanctions on the LUttA.

Sanctions should be matched to the severity of the problem and
may incJ-ude one or IIK)re of the follcx^ring:

1. Lenpor:ary suspensi<tn cE an identiEied, defective acbivity,
e.g. r suspension of property acguisition from the Section 312,

B

c

D
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2

EIIA, VA and FrrnHA inventor:ies, until corrective action has been
taken (see 24 CFR 590.31(b)).

suspension of new, or canceltation oF exist-ing reserivations of
Section 810 funds (24 CFR 590.21) or conditioning the
approval of the next- annual request for: program participation
lf there is substantiat evidence oE a lack or progress,
nonconpliance, or a lack of continuing capacity (24 CFR
590.31(c)). In conditioning cases, HUD shal1 specify the
reasons Eor the conditional approva,l- and the actions necessary
to remrve the condit.ion,

repalzment to bhe Section 810 fund if a I-IIHA has converted a
property Eor a non-hornesteading use, received excessive
considerabion for: its conveyance, or fail-ed Lo aclequaLely
preserve and protect the property so that it no longer can be
hornesLeaded or lvi1I be afEordable to a hr:nesttlader. The LUHA
may be r:equired to repay to HUD either the arrcunt of
conpensation thab the LUHA received or the anount oE section
810 funds expended for the property, as appropriate (24 CF,R
s90.31(e)).

4. terminat.ion of the urban itomesLeading program participation
Agreement. and close-out of the program, in cases oE continued
substantial nonconpliance (24 CFn 590.31(d) ).

The Field office l.lanager, or designee, shalr sign all leLters
notifying the LUHA of .sanctions. Field office counsel shall
review and concur: in all retters imr:osing sanctions un,ler this
Paragraph l3-2. copies shall be sent to the Director o[ the ur:ban
Homesteading Program, Rehabilitation l-oans and Homesteading
Division, CPD, Headquart-ers.

3

C

D Letters containing warnings and/or specifying sanctions shal1 al.so
specify renedial actions to hre baken an<l acceptable tineframes for
actions to be correcl.ed. In general, unless there is a Canger
that the LUIIA will take further acticns in noncorqoliance rvith the
Act in the inter:im, the LUHA shou-]-d be given 30 cilendar <lays
wibhin which to present its point of view and appeal the malter to
the Fielrl off ice Manager if -there is tlisagreu*it. rn cases where
there is clear and convincing evidence of ongoing statutory non-
conpliance, an interim sanction, such as suspension, shal1 be
inposed imnediately to maintain the sbatus quo until a permanent
sanction goes into efEect, or the nonconpliance is resolved.
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CHAPTER 14. - CLOSE-CUT PROCEDURES

14-1. INITIATION

Close-out proceedings sha11 begin when one or more of the fol'lowing
0ccur s:

the LIJHA determines that it does not have continuing administra-
tive or'leqa'l capacity to carry out the Drogram in a timely or
cost-effective manner, or otherwise Cecides that it does not want
to participate (voluntary closeout) ;

HUD terminates the LUHA's prograrn because the L|JHA'S perfspmanqg
does not meet the standards specified in 24 CFR 590.29(a); or

HUD terminates the LIJHA's program because the LUHA did not acguire
any federally owned properties in the previous two Federal fiscal
years and because local market conditions demonstrate that an
insufficient number of affordable, federa'l1y-owned properties is
1ike1y to be avai'lable for the next fiscal year.

L4-2. IMPLEMENTATION

The Field 0ffice Manager will notify the LUHA that c'lose-out will
occur for any one of the reasons stated in paragraph 14-1. No

c'lose out may occur unless all propenties have been conditionally
conveyed to homesteaders. In cases of involuntary termination,
the LUHA sha1l be provided an opportunity to present arguments
withfn 30 calendar days for continuaticn in the program.

If the Field Office Manager decides against c'lose-out aFter
receipt of the Ioca'lity's rebuttal in accordance with paragraph
L4-2 A. above, the l4anager sha'l'l wr^ite to the 'locality specifying
conditions and a schedule for implementation of actions to remedy
program deficiencies. If the LIJHA has been inactive for two or
more years and chooses to reactivate its program instead of
c'losing out, the applicant's application must be updated to
ref'lect the current situation and reviewed b-y the Fie'ld 0ffice,
pursuant to Chapter 4, paragraph 4-6.

If the Field 0ffice l4anager decides to proceed with close-out,
the Manager sha'l I take the f o'l l owi ng s teps.

1. Request the LUHA to provide the fol'lowing on all federal
properties acquired with Section 810 funds:

a. a report on a'll properties that were conveyed Fee simp'le
to homesteaders prior to irnplementation of the UHPMIS in
FY 1986 if they wene not origina'lly inpr.rt into the

stem. The report sha'll i nc'lude:

A

B

\-

A

B

t.

sy
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1)
2)
3)
4)

property address;
Section 810 drawdown amount;
date of transFen from Federa'l Agenc.y to LUHA;
date of conditional conveyance from LUHA to
home s teader;
date of fina'l conveyance (if the homesteader has met
al I Drogram requinernents;
disposition of property other than homesteading,
date of HUD approva'l , and al ternative use;

(5)

(6)

updated UHPMIS Quarterly Property and Progress ileports
for all properties that have not been conveyed fee
simp'le;

an audit. The LUHA sha'll be audited in accordance with
24 CFR Part 44, Non-Federa'l Governrnental Audi t
Requirements which estab'lishes Sing'le Audit Act
requirements in accordance with OMB Circular A-128. All
findings shall be answered by the LIJHA. The audit is an
eligible CDBG administrative cost for the Urban
Homesteading Program under 24 CFR 570.206(e).

HUD reserves the authority to condr1ct its cwn audit of a
LUHA, if needed, on a case-by-case basis. If a HIJD Field
0ffice becomes awane of irrequ'larities in the administra-
tion of the Urban Homesteadfng Prcgrain, an audit shall be
requested. A specific audit more extensive than the
organization-wide audit under 24 CFR Part 44 wi'11 provide
HUD access to all books, accounts, records, reports,
files and other papers or property pertaining to the'locality's program.

2 Request the LUHA to prepare a p'lan for managing the prograln
after closeout which shal'l contain:

a. the name, title, office and telephone number of contact
person responsible for oversight; and

b. a schedule for cornpletion oF homesteading activities on
properties not yet conveyed fee simple, or for which
alternative use conditions have not yet been satisfied.

The CPD Director shall write to the HUD property dispositir:n
office and VA and/or FmHA property management offices involved
with the LUHA to inform them of the impendincl close-out, and
request the suspension of a1l future property transfers to the
LUHA, as well as the further notification of avai'lable properties
noted in Chapter 7, paragraph 7-?, and Chapter 8, paragraph B-3.

b
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The CPD Director shal'l request From the Director, Post Insurance
Division, OFA, Headquarters, d list of properties acquired by the
LUHA prior to October 1, 1983, if applicable. The'list sha'l'l
contain the FHA, VA or FmHA case number, pro6lerty address, and
value charged against the Section 810 account for the property.

The Urban Hornesteading Coordinator sha1'l furnish a list of
properties, as appropriate, acquired on or after 0ctober 1, 1983
to the RAD for conFirmation of the value chargqd to the Section
810 account for each property. This list should be based on in-
house Fie'ld 0ffice documents, i.e., HUD-718's, property c'losing
docurnents, etc.

The Urban Homesteading Coordinator sha'l'l review the information
received from the LUHA, the RAD, and any LUHA responses to
findings, along with HUD monitoring reports and other correspon-
dence with the LUHA; resolve any discrepancies in rlata and
accounting; and note any findings which require further action by
the LUHA prior to c'lose-out. (The Urban llomesteadinq Coordinator
rmy need to contact the ilUD, VA, and/or FmHA property disposition
offices to resol ve discrepancies, if any. )

The CPD Director sha'l'l , if necessany, arrange a meeting with the
LUHA and local officia'ls to rliscuss the Findings of the Urban
Homesteading Coordinator and decide equitable methods and
schedules for reso'lutions.

14-3. CLOSE.OUT CONDITIONS

A. Af ter the Urban Homesteacling Coordinator's c'lose-out review, the
Fiel d 0f f ice Manager shal'l send a 'letter of comp'letion to the
Chief Executive 0fficer of the'loca'lit-y notifying him/her of
close-out of the program.

The 'letter of comp'letion sha'll contain condi tions for unmet
obligations which may or may not be Iimited to the fo'llowing:

E

F

ll

H

1

2

identification and resolution of any monitoring findings or of
any findings'Frorn a subsequent Circu'lar A-128 audit;

reporting requirements on the progress of implementing actions
to correct findings;

a reference to the LUHA's ob]igation to monitor the milestones
of properties from initial conveyance to the locality through
final conveyance to the homesteaders arrd tr: report to HUD on
the UHPMIS Quarterly Progress Reoort (see Appendix 5);

a reference to the LUHA's ob]igations rrnder its management
plan until fee simp'le tit'le to all properties has been
conveyed;

3

4
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a statement that the L1JHA must take whatever action is
necessary to enforce the existing Homesteading Agreement and
to complete fee simple conveyance to honr:steaders on to
successor homesteadens, or to obtain approval for a'lternative
use from HUD for properties conveyed to the LTJHA for home-
steading prior to close-out; and

a statement that f'lood insurance coverage for affected
property owners must be maintained for the mandatory period,
where the latter extends beyond a "close-out" or completion.

A copy of the letter shal1 be sent to the Director of the Urban
Homesteading Prograrn, Rehabi'litation Loans and Homesteadinq
Division, Headquarters.

L4-4. RESPONSIBILITIES OF LUHA AFTER RECEIPT OF LETIER OF COMPLE ION

Notwi ths tandinq the LUHA's responsibi I i ties f or fu'tf i 11ing a'll
requirements as a result of conditfons imposed on the initia'l'letter of completion, the LUHA is responsible for continued
monitoring of the Homesteader Agreement with homesteaders,
including their being current on the rehabilitation financing and
assuring that the hornesteader is in residency for tha remainder of
the 5-year period.

If there is any materia'l breach by the homesteader of the Home-
steader Agreernent after HUD has issued the'letter to the LUHA, the
LUHA sha'll atternpt to work with the homesteader for resolutfon.
It resolution cannot occur with the origina] homesteader the LUHA
shall notify the urban Homesteading coordinator requesting re]ief
from its obligation to seek another homesteader for a new
rr5sidency term under 24 cFR Part 590.7(c). The Lt.lHA sha'|1 axplain
the circumstances of the breach of the Homesteader Agreement, its
efforts for resolution, whether another hornesteader can assume the
responsibilities of the property for the remaining residency
requirement of the origina'l homesteader if more than t-wo years
(see Chapten 3, paragraph 3-1, I), or identify an alternative use
for the property (See Chapter 10). (The LTJHA wi]1 continue to be'liable for the physica] condi tion of the property. )

The Field 0ffice ivtanager wi'll respond to the request for nelief
within 30 da.ys of receipt. The HUD 0Ffice may grant the LUHA's
request or recommend another alternative.

14-5. FINAL CLOSE.CUT LETTER

If there are no condi tions, the initia'l 'letter t'lt comp'tetion sha'l'l
constitute the final c'lose-out'letter, and shou'ld be so designated as
the f inal closeout 'le tter. 0therwise, a f ina'l c'lose-out letter sha'!l
be sent from the Field Office Manager to the Chief Executive 0fficen

5

6

A

B
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when the LUHA meets al'l conditions of the initial 'letter of
comp'letion. (This cou'ld possibly be five years or more after the
initial letter of completion.) A copy sha'l'l be sent to the Director,
Urban Homesteading Prcgram, Rehabilitation Loans and Homesteading
Division, CPD, Headquarters.

14-5 3190



Friday Appendix 1
June 2, 1989

Part IX

Department of
t{ousing and Urban
Development
Office of the Assistant Secretary for
Cornrnunity Planning and Development

24 CFR Part 590

Urban Homesteading Program;
lmplementation of 1987 Statutory
Anrendments and Revision of Selected
Program Procedures; Final Rule



23932 Federal Regieter I YoL 54, No. 105 / Friday, fune 2, 1989 / Rules and Regulations

DEPABTIIENT OF HOUSING AND
URBAT{ DEVELOPMENT

Offlce ol the Assletant Secretary for
Communlty Plannlng and
Development

24 CFR Part 590

lDoctet No. R-8S-1{13; FR-2tl61J

RIN 2506-4A79

Urban Homesteadlng Program;
lmplementatlon ol 1987 Statutory
Amendmente and Revlslon of Solected
Program Procedures

AGExcY: Office of Community Planning
and Development, HUD.
Acrrox: Final rule.

sumtARY: Thie rule implemente
amendments to the Urban
Homesteading [hogram regulations
made by sectiong 517 (c) and (d) of the
Housing and Community Development
Act of1987 ("1987 Act"). In accordance
with section 517(c) of the 1987 Act, the
rule eliminatee the former three pronged
"special priority" test for the selection of
homesteaders and eubstitutee a single
priority selection criterion-that the
prospective homeateader ehould be a
"lower-income" peraon or family. The
rule also implements section 517(d) of
the 1987 Act, which authorizes States
and units ofgeneral local governrnent
participating in the program to enter into
agreements with deeignated "qualified
nonarofi t or8enitations" to perform
functions under the local urban
hornesteading proSram, including
selecting homesteaders and properties,
and accepting title to and conveying the
properties to homesteaders. Finally, the
rule alao make! a number of opecific
changes ia program proceduea, euch ag
specifying certain additional documents
that must be aubmitted with a locality'e
urban homesteading application, setting
a guideline that a local urban
homesteading agency ehould generally
anticipate homeoteading a minimum of
five properties per year in order to
participate effectively in the program,
and raising the exiating limit on the
values of properties aelected for
houresteading hom $20,0ffi to $25,000 for
one-unit properties, and form $5,000 to
$8,000 per additional unit in two- to four-
unit properties. In addition, the
proSram's fund reservation system is
being changed from an annual
reservation based on eetimated annual
needs to a system of first-come, first-
served reservationa for specific
properties.
EFFEcrtvE olte fuly 17, 1989.

FOR FURTHER I'IFORiIATIOil CONTACT:
Marion F, Connell, Director, Urban
Homesteading Program, Rehabilitation
Loans and llomesteading Division,
Office of Urban Rehabilitation, U.S.
Department of Housing and Urban
Development, 451 7th Street, SW., Room
7178, Washington, DC 2O410. Telephone:
(202)755-532a. fihis ie not a toll hee
number.)
suppt.ErltENTARy tNFoRitATtoia: The
information collection requirenrente
contained in this rule have been
subnitted to the Office of Management
and Budget (OMB) for review under the
Peperwork Reduction Act of 1980. The
OMB control number, when aasigne4
will be announced by separate notice ln
the Fedoral P-egiater. Until the
information collection requirementa
have been appror,ed and assigned an
OMB control number, no person may be
aubjected to a penalty for failure to
coruply with these information
collection requirements. Public reporting
burden for each of these collections of
information is estimated to include the
time for reviewing the inetructions,
searching exieting data sourcee,
gathering and maintainiry the data
needed, and completing and reviewing
the collection of information.
Information on the estimated public
reporting burden is provided under the
Preamble heading, Findings and
Certificutions. Send con menta regarding
thia burden estirnate or arry other aepect
of this cotlection of information,
including suggestions for reducing this
burden. to the Departrrent of Housing
and Urban Development, Rules Docket
Clerh lsr 7th Street, SW., Room 10276,
Washington, DC 20410, and the Office of
lnforraation and Regula tory Affaire,
Office of ManaSernent and Budget,
Washington, DC 20503.

Background

Section 5u of the Housing and
Community Development Act of 1987
(hb. L. 7W-242) amended section 810 of
the Housing and Community
Development Act of 1974, 12 U.S.C.
7700r- (*7974 Act"), which authorizes the
Urban Homesteading Program, as
follows.

Section 517(c) eliminates the former
three-pronged "upecial priority" test for
the selection of homesteaders and
substitutes a siogle priority selection
criterion-that the homesteader selected
should be a "lower-income" person or
family.

Section 517(d) authorizes States and
units of general local government to
designate a "qualified non-profit
organization," or a public agency, to act
as the local urban homesteading agency

(LUHA)-including accepting title to
and conveying propertiee to
homesteaders if they so choose.

In addition to the amendmenta made
by sections 517 (c) and (d) of the 19Sz
AcL section 517(a) arnenda the 1974 Act
to extend the authority for the local
prgperty and the multifamily property
urban homesteading demonitiati,ons.
Theae demonstratlons would be
implemented by Notice, rather than by
pemanent regulations, if they were
reinstated. However, the Department is
not currently planning to implement
either of these demonstrations in FY
1989.

Also, section 517(b) amends section
106(dX3XA) of the 197{ Act to allow
State participants in the Urban
Homesteading hogram to use
Community Development Block Grant
(CDBG) funda for urban homesteading
administrative expeneesr coneistent with
the euthority available to CDBG
Srantees other than States. This
provision will be implemented by an
appropriate revision to the State CDBG
Regulatione, rather than in this rule.
However, this provision is self-
executing, and, therefore, it does not
require regulatory action to be effective.
States participating in the Urban
Homesteading Program may charge
eligible administrative expenseg
incurred after February 5, 1988 (the
effective date of the 1987 Act) in
operating their urban homesteading
programs to their otherwise available
State CDBG administrative funds,
provided euch administrative
expenditures would satisiy other Title I
requirements,

Other changes to Part 590 in this rule
are being promulgated at HUD's
initiative. Generally, these changes stem
hom the need to update certain 

-

provisions in keeping with comments
received from Congressional committee
report6, comments from local officials,
and IIUD's own experience in
administering the program since the last
major revision of the regulations (see S0
FR 2s941, |une 24, 1985).

The principal amendments to Part S90
are discussed below in &e order that
they appear in the final rule. Other
technical amendments are in the
following sectiong of Part 590: Sections
s90.1 [a) and (b); 590.5 (definitions of
"Act" and "LUHA" are amended: new
definitions of "lower-income families"
and "qualified community organization
are added; and definition of "locally
owned property" is deleted); ! g S9O.z;
590.11 (c) and (d); 590.13; 590.15; 590.17;
590.1q 590.23; 590.29; and 590.31. These
technical amendments have not been
eeparately discussed below, since they
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are either editorial in nature, or they are

ccnforming changes to make the
amended provision consistent with one
of the principal amendments in the
propoeed nrle.

Amondmeuts to Part 590

In $ 590.7, "hogram requirementa,"
the final rule adds guidance that, in
general, locol agencies ehall select
ieichborhoods ao ae to be able to
anticipate homesteading s minimum of
five piopertieg per year' in order for
their pr6grams io bL coat-€ffective and
have disiernible impact. Under $ 590.13'
"standards for HUD review and
approval of a local urban homeeteading
pi6cru,r", compliance with thie and
bthir requirements of Part 590 will be
considered by I{UD in determining
whether to approve an applicant'a initial
application or annual request for
pi6gr"m participation' Thcse provisions
ire-established in view of the high
demand for scarce program funds in
order to establish a reasonable
threehold level necessary for continued
Drogram participation. Regional
economiC conditions dictate not only the
availability of federally-owned
propertiee but aleo their price range.
itrese factors, in turn, influence the
feasibility of homesteading in the region.
Over time, economic conditions shift '

within regions of the country, eo that
homesteading may becorne infeasible in
a previously iclive area due to a lack of
foieclosed aingle-family propertiee in
the [IUD, VA, and FmItA inventories, or
the increased cost of such properties.
Conversely, Bs more properties become
available or their values decrease,
homesteading may become very ac-tive
in an area previously inactive. Without
a threshold proSram level' communities
could ccntinue indefinitely in the
program, operating ineffective,
ixpinsive, lorn' level programs, while
other areas with greater need for
Droqram reeources find it dilficult or
imp"ossible to obtain funding.

[Jnder "I]rogram requirements" at
[ 590.7tbX2), the homesteader selection
eection is being modified to conform the
reculations to section 517(c) of the 1987

Rdt. fne thiee existing priority eelection
criteria are deleted and one priority
criterion set forth, which givee priority
to eligible "lower-income familiee or
individuala," ae defined by 24 CFR Part
813. Since HUD has alreadY adviaed
local urban homesteading agencies that
this provision is considered self-
executing, local agencies shculd already
be eelecting homesteaders in
accordance with the new eingle criterion
for oriori tv. However, homesteadere
notified oi their eelection in accordance
with the previous apecial priority before

Fetrruary 5, lgBB (the effective date of
the 1987 Act) remain entitled to
properties, if they have not received
them 1'et. The final rule makes no
change in the baaic effect to the
statutory priority from exieting rulee,
apart from the aimplification of the
criterion for priority selection itself.
Specifically, a local urban homesteading
sgency (LUHA) etill may not select a
homesteader who is nct entitled to
priority if there is an available priority
homesteading candidate who has'
applied and ie qualified for the
particular property lnvolved. However,
as discuased under "Public Con:mente-
Selection Criteria" below, IIUD now'
explicitly recogrrizes ln the final ru.le
that determining who ie qualified for a
partir;ular property requiree reasonabty
matching the aize of the househo!d
eelecled eg homeiteaders to the
bedroom size of the property available.

Finally, a new provision, designated
(iii), was added to $ 590.7(bX2) of the
proposed rule and has not been changed
in the iinal rule. This new requirement
provides t\at membership iru or ties lo,
particular private organizatione shall
not be made a factor affecting
homestender selection. With the advent
of non-profit community organizationa
being designated ae LUIL{a, HUD
believes it is important to epecify that
membership in any private oryanization,
doing businesg with such an
oi;ganization, or any other tiee to a
particular private organization, are not
mede criteria for homesteader eelection.

Also under "hogram requirements" in
$ 590.7, smendmente to subparagraphs
(bXa) and (bXo) have been'made in
crder to clarify the LUHA'a
rssponaibility to aseist in eecuring
compliance with Section 312 Program
loan terms and to find a replacement
homesteader where it sPpears that the
initial applicant hae defaulted on a
section 312 loan during the
home.qtc;ader'a conditional title period:
During thie period, foreclosure of the
gection 312 loan le generally not a viable
option, eince it either regults in undue
loss to HUD, if HUD forecloees only on
the homesteader's interest in the
property, or it resulta in the property
bcing lost to the homesteading program.
if the LUI{A gives up its reverter interest
in lhe property and allows HUD to
foreclose and then to sell the property
on the open market. The best option
bolh to minimize HUD's loss and to
prescrve the property for homesteading
is for the local agency to identify a
successor homesteader rvho will assume
the section 312 loan, or as much of the
loan as the property'a value at the time
of assumyrtion will aupport. The

amendments are designed to give local
agenciee clearer regulatory notice of this
policy, which is more fully deecribed In
CFD Notice B&-21 on this eubject iseued
under HUD'a Unified Isguances Syetem.
Algo, the amendments to $ 590.2(bX0)
allow HUD to shorten the homesteading
period required of the aucceesor
homesteader under that section, if that
is neceesary to attract a successor
homesteader.

UnCer "Program requirements" in
0 590.2 I new paraSraph (c) ie added
entitled "Designation of LUIIA." As at
present, the applicant State or unit of
general local government may act ae lte
own local urban homesteading agency
(LLJH.A), conducting the program and
accepting and conveying title to
federally owned properties in its own
name, or it may designate a legally
eeparate and independent public agency
to do eo. Similar to present practice, the
designation ie approved by HUD as part
of the program applicaticn approval
process, and it remains in effect until a
new LUHA ie designated by the
applicaut by a program amendment
approved by HUD, or the local urban
homesteadinS proSrarn is closed out.
Finally, also as already permitted
(altbough not epecified in the regulation
in effect prior to thia rule), the linal rule
specifies that the LUIIA itrelf may carry
out its program functions throtrSh one or
more third party contractore,
consultants, or agents, except for the
acceptance and conveyance of title to
properties. The final rule makes clear
that the third party agrcements must be
in rvriting, and it may not relieve the
LUHA or the applicant of responsibility
for the conduct of the program.

In addiUon. baeed on section 517(d) of
the 1987 Act, HUD alao is allowing
qualified community organizations to
act ae LUrlAs, under $ 59o.7(cX2Xiii) of
the final rule. Aa provided by the r9s7
AcL the final rule definee "qualified
community organizations" ae non-profil
corporationa whose directoro Eerve
without pay and which qualify as IP.S

aection Srff(cX3) lax exelnpt
organizations (See ! 5S0.7(cX{)).
Conaistent with present practice, any
desigrrated LUHA (whether public or
private) must have legal authority to
accept and convey title to properties for
homesteading purposes. The final rule
epecifically providee in ! 590.7(cX1) that
this key function may not be passed on
to another entity by the LUHA unleas
HUD approves a program amendment
designating a new LUI-IA, becauae up to
three Federal agencies must know on a
day{o-day basis what local enUty they
are authorized to deal with in conveying
properties, and to assure that the LUIIA
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remalns properly accountable for the
properties it obtains, both to HUD and
to the homeeteadera who deal with the
LI.'HA.

Finally, the final rule requiree a
written agreement between the LLJtl.A
and the applicant, and it epecifies at
! 590.2(cX3) certain provisione which
the agreement muet contaln at a
minimum. HUD believes that a written
agreement detailing the responeibility of
the LUFI"A ia eseential for non-profite to
act ag LUFlAg. HUD also believes that
program reaponsibilities will be clarified
and accountability etrengthened if
designated public agencies are also
required to enter into such agreemente
rn'ith the responsible States and unita of
general local government" and the final
rule so provides at ! 590.7(cX2Xii).

Under "applicatione" at ! 590.11, the
final mle requiree local urban
homesteading agencies applyrng for the
first time to aubmit additional
information in their application package.
HUD is now requesting a description of
the applicant'a proposed homegteader
eelection procedures which compliea
with the 1987 Act and C 590.7(b)(2) of the
regulations, copiee of the applicant'o
proposed legal documente complying
with !$ 5e0.7(b) (3), (5) and (z), an
eetinate of the number of properties to
be acquired during the prosTam year,
and a copy of the applicant'a written
agreement designating any local urban
homesteadinS aSency in compliance
with ! 590.7[c). Receipt of these specific
documente ia necessary to avoid gerioua
flaws in proSram deaign w'hich HUD has
found more difficult to correct after the
fact. The Department etill wishes to
offer maximum latitude to local agenciee
administering the program, but several
recent applicants have commented that
they prefer more specificity on these
matters at program etartup. Similarly, in
g 590.11(b), HUD is requiring previously
approved applicante to eubmit the
information newly required by
[! 5e0.11(a) (4), (5), (7), (s), and (s) for
the first prosrBm year following the
effective date of the final rule.

Under "Standarde for LIUD review
and approval of a local urban
homeeteading program" at ! 590.13,
HUD is adding language changing the
point at which environmental review
occurs. That will now occur when an
urban homesteading neighborhood is
approved under thie section.

Under "Transfer of HUD-owned
property" at I 590.17(b)(4) and under
"Reimbursement to FmFIA and VA" at
! 590.18(c)(1), the administratively
imposed maximum amount that may be
charged to aection 810 appropriationa
for acguiaition of federally-owned,
aingle-dwelling unit propertiee is being

raised from $20,000 to g2s,oo0, in
keeping with suggestione hom the
House-Senate Conference Committee on
H.f. Res. 395 (FY 19BB Appropriatione
Act) in House of Repregentatives Report
No. 10G-498 at page &43. This will help
keep pace with inflation in real estate
market values being experienced in
Bome areas of the country. This cost cap
has not been adjusted since 1985. HUD
ie, horvever, amending 0! 590.17 and
590.18 to delete HUD Field Office
authority to Srant local program-wide
exceptiona to thie acquiaition cost cap,
because of the need to further target the
lirnited proSram funds to aectione of the
nation experiencing softer real estate
marketg, Under the final rule, the price
paid for a property shnl be the as-ie fair
market value, not to exceed $25,000, or a
negotiated lesser amount, unless an
exception for an individual property ie
granted by a HUD Field Office. An
additional amount up to $8,000 per unit
may also be charged to aection 810
funds for properties with two to four
dwelling unite. This is an increase from
$5,C00 per additional dwelling unit, a
figure which had not been adjusted
aince the inception of the program. ln
addition, the 30 day time frame for
which HLID/FHA has been obligated to
auspend ita routine property dispoaition
activity ln urban homesteading
neighborhoods is shortened to 21 days
to reflect actual program experience and
realize economies for the Department.

In ! 5e0.17(b)(2), ! 5m.18(b),
! 590.17(c) and ! 590.1S[d) changes of a
similar nature are made for the purpose
of clarifying when the reservation of
funds to reimburse HUD, VA, or FmHA
for the transfer of a specific property,
and how long the reservation may
remain outstanding. These changes are
necessitated by the change from an
annual to a property apecific reservation
eystem, which is discussed below under
"Public Comments-Reservation of
Funds".

At 0 590.23, "Program cloee-out," the
final rule gives HUD epecific authority
lo terminate a local urban homesteading
program if the LUFI.A hae not acquired
any propertiee for the last two fiscal
years and local market conditions
demonstrate that an insufficient number
of properties will be available for the
next fiscal year. Section 590.23(c) ia also
revised to make clear the LUIIA'a
obligation to continue to monitor,
enforce, and implement existing
agreemente with homesteaders after
clcse-out.

Finally, at $ 590.31(e), the final rule
clarifies the remedial standard under
w'hich HUD may direct the LUHA to
repay IIUD for homestead properties
that the LUI-IA has mishandled. The

former standard on its face dealt only
with properties that the LUHA had
"converted to its own use." This
standard clearly covered propertiea that
the LUIIA had sold, rented, or used for
Its orvn purpoeee without HUD
approval; it did not as clearly cover
situations in rvhich the LUHA'g
negligent failure to preserve and protect
the property permitted deterioration that
made it infeasible to homestead the
property, or where the LLJHA eimply did
nothing with the property for more than
a year, unleas excused by HUD under
$ 590.7(bxs) of the final rule. The
revised language of the final rule
corrects theae oversights.

A proposed rule was published for
comment on October 19, 1gBB, at 53 FR
41026. The public comments received
and the disposition of those comments
are discussed below.

Pub!.ic Commenta

HUD received seven public comments:
four from cities, one from a county, one
from a technical consulting firm, and
one from a HUD Field Office. The
principal issues raised are gummarlzed
below, with I{UD's response following
each issue.

Fi ve Prope rty Thre s ho I d--S 590. z (o )
One commenter misinterpreted the

fir'e property guideline for annual
pmSram participation levela by thinking
that this threshold would be applicable-
to each approved homesteading
neighborhood. In fact, the five property
threshold is meant to apply on a
program-wide basis, for each LUFLA,
and not on a neighborhood basis, in
order for their efforts to be more cogt
effective and have discernible impact in
the community.

Sele cti o n C ri te ri o--{ 590. 7(b) (2)

One commenter objected to the
provision in paragraph [v) of
C 590.7(bX2) of the proposed rule that
appeared to require that a elrrgle head of
houaehold could not occupy a property
having more than two (2) bedrooms
because the number of family members
could increaee during the five (b) year
occupancy requirement.

Ae of I s90.2(b)(z)(v) in the proposed
rule (concerning "other reasonable
selection criteria"), the final rule dividee
this provision into two parts and
renumbers the paragraphs of
E 590.7(bX2). New paragraph (iv) now
contains the provisiona formerly in
paragraph (v) with respect to locally-
adopted criteria designed to reasonably
match homesteader household aize to
lhe bedroom eize of the property for
which the homesteader ie being
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eelected. Former paragraph (iv)
(conccrning gelection priority for lower
income families) has been redeeignated
aa paragraph (v), and the rest of former
paragraph (v) (other reasonable
ielecUon criteria) hae been redeeignated
as paragraph (vi).

With respect to the public comment
cited above, the revieed language of
paragraph (iv) now states that a one-
person houeehold may not "receive" (aa
ilpposed to "occupy") a homestead
prooertv with more than two bedrooms,
irnlisa tht.* ar€ no longer households on
the waiting llst. Since the provlsion in
queetion is a aelection requirement, the
word "occupy" wao inapproprlate in
context. Generally, once a homesteader
receives a property, there is no ftrrther
Federal requirement lhat the
homesteader continue lo meet
regulatory criteria that relate only to
aelection, Buch a8 the houeehold/
property size matching proviaion, or the
provieion that a homesteader may not
own any other regidential property (see
paragraph (i) of ! 590.7(bX2)). Of coruge,
ifter a homesteader doee receive (take
title to) a property, he or she must
contlnue to comply with the onSoury
requirementa of the homesteader
agreement under ! 590.7(bX5), such as
continuing to occupy the property ae

his/her personal residence for at least
fivi yeare.

New paragraph (iv) of ! 5g0.7(bXz)
containi another apparent change from
the proposed rule, which concerng the
relationehip cf household/property eize
matching criteria to the lower income
selection priority in paragraph [v), ae

redesignated in the final rule. HUD
viewe the household/property aize
matching criteria aB necesoary,
eligibility-based oelection requirementa,
which overide the "priority" in
paragraph (v), and tbe language
iollowine "notwithstanding" at the end
of paragraph (vi) in the final rule is
intended to make that clear. On the
other hand. the "other reasonable
eelection criteria" concering locally-
adopted residency preferencee, which
are ieferred to in paragraph [vi) of
! 590.8[bX2) of the final rule, are not
intended to override the lower income
priority. Tbat is, a lower-income
prospective homesteeder on the waiting
iist Bhould receive a property before
anyone on the waiting list who is not
entitled to the lower-income priority'
even if the lower-income household ie
not entitled to local residencY
preference and the non'lower-income
Lousehold does not have local residency
preference. Such locally-adopted
iesidency preferencea may operate only
amonS claases of prosPective

homesteadere havlng the eame priority
status.

Timely Conveyonce to Homesleaders-
5 5e0.7(b)(3)

One commenter urged that the rule
discuse the timely conveyance of
propertiea to homesteader8 because it i8
ln a LUIIAs' best interegts to convey
propertiea to homesteaders ahortly after
acquisition. Therefore, at ! 59o,7(b)(3),
language has been added to gtate that
the time hame between transfer of a
homesteading property from IIUD to the
LUTLA and the LUILA's conditional
conveyance to a homeeteader shall be
within one year, or less, of title transfer
to the LUFLA unless otherwise approved
by HLJD in wriUng prior to the
expiration of the one-year period.

Acq u is i t i o n Cos t Cop{ 5s0. 17 (b) (4) ( i)
Two cities commented on the increaae

of the acquieition cost cap psr property
to $25,000 and requested that it be
hlgher. Both of their LLJIIAa have been
using program-rride high cost exceptions
in the recent past which enabled them to
purchase propertiea cloaer to S35,000,
and they wish to continue thia practice.
In making this chanSe, the Department
realize that not evcry community may
be able to continue participation ln the
Urban Homeeteading Program
indefinitely. However, the limited
program reBoruces available compared
to the national demand for section 810
funding mitigates against a further
increase in the acquieition cost cap at
thie time or a continuation of the use of
program-wide high cost approvala. As a
basis of comparison, the average
acquisition coet per property in Ff 1988
was only $18,043, ao the maiority of
LUFI"As are able to obtain suitable
properties under $25,000. For LUHAs
who wish to continue in the program,
and who can not find properties in tbie
range, they are always free to add
CDBG, or other local funds, to the
$25,000 in Section 810 funds to cover
higher cost acquisitions (although these
additional funde cannot be repaid by the
homesteader).

Tronsfer of I{UD-Owned Properly
(Excep ti on s )-! 5w.1 7 (c)

One city expressed concern about the
possibility of losing potential
homesteading properties to "emergency
housing needs." Thie issue became more
important to LUI{As after the iesuance
of a temporary restraining order in the
case of Debomh Lee v. Kemp, Civil
Action No. 88-23s5-OG (D.D.C.), which
for a ehort time prohibited FIIA from
eelling properties until the court heard
oral arguments to determine whethcr a
preliminary iniunction ehould issue.

While that restraining order has been
lifted, the case is atill in litigaUon and, of
courle, HUD would have to comply with
any court ordered action. While the
Department understands the
commenter'a concern, it would be
neither prudent nor effective for the
Department to attempt to regtrict the
disposition of FIIA-owned propertiea in
such a manner that emergency housing
needs are not coneidered. However, it
appears likely that there will be an
ample supply of properties appropriate
for homeeteading in most regione of the
country even if aome of the FHA
lnventory ls used to help alleviate the
homelees eituation.

AIso, ln response'to two commenters'
concerns as to how much time a LUFLA
hae after acceptance to close on the
property, clarifying language has been
added to ! 590.17(cX1), where it had not
been clear that a LUHA haa 30 days
from its occeptance of HUD'o offer of a
property to accept title and close on the
tranaction.

Reservotion of Funds-S 590.21

The proposed rule formalized major
changea in how proSram budget
authority is nrade available for the use
of participating LUIIAa. The former
8y8tem provided that each LUHA would
be given an "annual reeervation." Over
the course of the fiscal year, the LUtLAs
'could then identify proiertiee and
acquire them with reimbursement in the
appropriate amount per property to the
applicable Federal housing loan fund, up
to the amount of its "annual
reservation." The proposed rule would
have changed the funding mechanism to
a "first-come, first-served" reservalion
aystem for individual properties,
"aubject to available fund limitations."
In responee to public comments and
discussione with local officials, the final
rule retains, but modifies and clarifies,
the "first-come, first-served" system
contemplated by the proposed rule.

With respect to the basic decision to
change to the first-come, first-served
eyatem, HUD continuee to believe it is
generally more efficient and equitable
than the former system. In farticular,
the former system tended to "lock-in"
relative funding levels among LUtIAs
early in the fiscal year, and these levela
were based on even earlier data on paet
fund use and property availability. ln
reality, however, the supply of
properties available to each LUHA
during the fiscal year from the HUD,
FntHA, and VA inventories may
fluctuate significantly, leading to
imbalances l-letween the funding
authority available to particular LUIIAs
and the relative numbers of properties
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available to them. hevioualy,
complicated adjustments were required
to reviee relative funding levela at the
end of each fiecal year. Furthermore, the
older system tended to favor LUHAs
that had been in the program longer,
since they had more opportunity to build
up a high program level ln the paet, even
though Bome may now have relatively-
smaller numbers of propertiea available
for homeateading. The modified first'
come, firgt-Berved eyatem ln the final
rule continuee to make funding generally
more competitive among LUHAa, whlle
making changea to improve the fairnees
of the iystem, compared to the proposed
rule.

One commenter opposed the firgt'
tome, first-aerved ayatem, urging a more
etringent priority for large inventory
citiea, and atating that a atrict firet'
come, fir8t-served policy favored
LUllAe closer to the applicable field
office. Another commenter agreed with
the new system in general, but
srrggeeted that the shict first-come, fuat-
aerved policy favored larger LUHAs,
and that smaller LLIH.As needed at leaat
a brief initial set-aside in order to
effectively identify and request fund
reaervationa for epecific propertiea.

HUD has conaidered these commente'
and the final mle permite HUD field
olfices to establish, for not more than 00
dava. minimum initial allocatione of
r.ition 810 fundin8 authority for each
participating LLJIIA ln their
lurisdication, againet which each LtrHA
will be exclueively authorized to requeat
reservations for epecifi c properties
under either E 590.17 (HLJD-owned

Annual requ,g3t lor Program
Verification ol tund avaihtility,

A Finding of No Significant ImPact
with reapect to the environment has
been made in accordance with HUD
regulations in 24 CFR Part 50, which

property) or ! 590.19 (VA and FmtIA
owned-property) for that period, After
theae temporary allocationo are used up
or have expired. the LUIIA will compete
on an equal basia with other LUFIAs in
the field office juriediction for
regervationg from the lield office
aubaesignment. Thie procedure provides
an initial opportunity for smaller
LUFLAg, or those farther from the field
office, to obtain propertiee on a lees
competitive basis. Thereafter, however,
LUHAg which are more eflicient in
aeeking propertiee, and which have
more propertiee available hom which to
choose, will find it eaaier to obtain
funding.

Furthermore, HUD'a fund aesignmente
to IIUD Regional and Field Offices, from
which LUFLAa requeat reservations, are
in part based upon paet funding levela
and in part upon projected demand.
Therefore, LUHA'g which have larger
lnventoriea, and which are alao efficient
in requesting and homeateading
properties, will gradually help increaae
assignmenta made to their field offices
and will, thereby, be able to obtain a
greater ahare of program resources.

Miecsllaneoue

A HUD Field Office commenter asked
for clarification of eligible expenseo for
FmH.A and VA propertiee. Thie will be
handled in the handbook for thia
ProSram.- 

The aame commenter recommended
that the definition of "elieible applicant"
be expanded to include legally formed
regional planning agenciee and
development districts. With proper

ANNUAL REPoRT Bunoex

Frxet- Rurc-UneaH HouesteeotNc PRoGRAM

implement section 102(2)(C) of the
National Environmental Policy Act of
1909. The Finding of No Significant
Impact ia available for public inepection

coordination, a regional planning or
development agency, if it hae the
authority to accept and convey
properties to hornesteaderg in ita own
name and otherwise to carry out a local
homeeteading proSram under Part 690,
could prepare and eubmit concurent
applicatione on behalf of aeveral unita of
general local government, as their Joint
"designated agency-LUHA". However,
the units of generai local government
would have to aign the applicatione
themaelvee as a formal matter. Aleo,
such an agency coulci be designated to
act aB 8 LUHA for the State in which it
ig located. Given these optiona, ae well
ae the general Federal policy embodied
in the Intergovernmental Cooperation
Act of 1968, which favors applicatlona
for Federal aasigtance from etates and
iities or countiee, rather than epecial
purpose bodiee, HUD is not disposed to
change Part 590 to allow regional
dgencies directly to apply ou their own
behalf for homesteadlng progrartr
participatioru

Fin.lings and Certifications

Ttle collection of information
requirements contained in this rule have
been submitted to OMB for review
under oection 35o4(h) of the Paperwork
Reduction Act of 1980. Sectione 590,11
(a), (b), (c) and [d]; 5e0.17(b); 5e0.18;
690.21; 690"25; and 500.29[c) of this final
rule have been determined by the
Departrnent to contain collection of
lnformation requiremente. InformaUon
on thege requirements ia provided as
followe:

during regular buainesg houra [7:30 a.m.
to 5:30 p.m. weekdaye) in the OIIice of
the Rulea Docket Clerk, Office of
General Counsel, Room 10278,

Descripton ol hlormaton collecdon
Total
horJft

Al)Plication 800
52

260

!32

funendmsnt

Horno3toadirB prop€fty additio& HUO-10063 (UHPMIS) (25064042) 2U

Ouartorty p.ogorty' ropod (UHPMIS) (2508-0044 4

Ouartorly progress
Recordkeepiry lot

Totel Annusl

.This r€port ropli{xtes deta submittod m the HU[L10O63. LUHA8 do not submlt h ll lt ls conect Lers than ofl€-lhitd meko additbnal conection&

7e8
576

2,890

Soc.tion ol 24 CFR
st ectod

Number ol
respor*,

ontS
po.

Bpon+
ofitl

Numbor ol
r€sponsor Total

annual
taspooses

Houn pet
ro6PonSaE

s90.'ll(a) and (O
s90.1 1 (c)
5e0.1 1 (b)
se0.1 7(b), 590.1 I,

590.21
590.29(c)

590.20(c)

590.2€(c)
590.25

192
152

m
13

112
132

1U

132 f.3/t

4.00

1.00
1.00
1.00
a.00

4.00
1.00

528

't 78

-20
13

112
528

768
152

(30 min.)
0.25

30.00
4.00
2.33
0.25

(15 min.)
0.s0

(15 mln.)
1.00
3.00
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Deparlment of Housing and Urban
Development, 451 Seventh Street, SW.,
Waahington, DC 20410.

Thig rule doeg not constitute a "major
rulei' ae that term ig defined in eection
1(b) of Executive Order 12291. Analysie
indicates thst it does not: (1) Have an
annual effect on the economy of$roO
million or moret (2) cause a major
increase in costs or pricee for
conoumero, individual industdes,
Federal, State or local government
agenciee, or geographic regions; or (3)
have a aignificant adverse effect on
competition, employment. investment,
productivity, innovation, or on the
ability of United Statea-baged
enterpriaea to compete with foreign-
baeod enterprises in domestic or export
marketa.

In accordance with 6 U.S.C. 605(b)
(the Regulatory Flexibility Act), the
underaigned hereby certifiea that thia
mle does not have a aignilicant
economic impact on a substautial
mrmber of small entities. The rule
implementa geveral atatutory provieions
that improve the Urban Homeateading
Program. Theae changes have neither a
oignificant economic impact onr nor an
effect on, a subetantial number of small
entitiee.

Executive Order 12612, Federalism.
lihe General Counsel, as the Deeignated
Oflicial under aection 6(a) of Executive
Order 12612, Fedemlism, has
determined that thie rule doeg not have
"federaliem implicatione" because it
does not have substantial direct effects
on the States (including their political
subdivisione), or on the digtribution of
power and responsibilities among the
various levels of government. This rule
primarily relaxes and eimplifies the
criteria for aelecting homeeteaders. The
provision under this rule that authorizea
States and unite of general local
government to designate qualified non-
profit organizations or public agencies
to act ss urban homeeteading agencies
la merely a function of delegation and
does not affect the powers and
reeponsibilitiee of the States or units of
general local government.

Executive Order 12tu6, the Fomily.
The General Counsel, ae the Designated
Official under Executive Order 12008,
the Fomily, has determined that this rule
does not have potential eignificant
impact on family formation,
maintenance, and general well-being
becauee it does not affect the mechanics
and benefits of the Urban Homesteading
hogram so far as the beneficiarieg of
the program are concemed. The rule
primarily simplifiea gome of the
requirements and makes procedural
changea which do not affect the
intended beneficiaries.

The Catalog of Federal Domestic
Aasistance Program number is 14.230.

Thie rule wae listed ae item number
995 in the Department'e Semiannual
Agenda of Regulatione published on
April 2a, 1S89 (il FR 16708) under
Executive Order 12291 and the
Regulatory Flexibility Act.

Llet of Subjecta in 2.4 CFR Part 590

Urban homesteading, Administrative
practice and procedure, Grant programs:
Houeing and community development,
Low and moderate income housing.

Accordingly, the Deparhnent revises
24 CFR Part 590 to read as follows:

PART 590-URBAN HOMESTEADING

Sec.
590.1 Scope and purpoee ofregulation.
590.3 Wgiverauthority.
590.5 Definitions.
590.7 hogram requiremente.
590.9 Usting of HUD-owned, VA-owned,

and FmHA-owned propertiea,
590.11 Applicationa.
590.13 Standards forHUD review and

approval of a local urban homeeteading
ProSram.

590.15 Urban homesteading program
participation aSreement.

690.17 Tranafer of HUD-owned property.
600.18 Reimburcement to FmHA and VA.
590.19 Use of aection 810 fundg.
5S).21 Reeervation of funds.
690.23 hogramcloae-out.
59().25 Retention of records.
6m.27 Audit.
690.29 HUD review of LU}IA performance.
690.31 Corrective and remedial actions. .

Authorlty: Sec.810, Houaing and
Community Development Act of 1974 (12
U.S.C, 1706e); aec, 7(d), Department of
Houoing and Urban Development Acl (42
u.s.c. 353s(d)).

! 590.1 Scopc and purpolc of rcgulallon.
(a) Scope. This part appliea to the

Urban Homesteading Program
authorized under eection 810(b) of fhe
Houaing and Community Development
Act of 1974. lltre program ie generally
adminiatered through the Department'a
field offices, which can provide
information to the public about the
States and Iocalitiee participating, as
well as technical assiatance to
participanta about applying for and
operating the program.

(b) Purpose. The purpose of the Urban
flomeeteading hogram ie to uee existing
housing stock to provide
homeownership opportunities. primarily
for lower income families, thereby
encouraging public and private
investment in selected neighborhoods
and assisting in their preservation and
revitalization. The program provides for
the transfer without payment to a local
urban homesteading Bgency (LUllA) of

federally owned properties for uee in a
HUD-approved local urban
homesteadinS program.

$ 590.3 Walvor authorlty.
HUD may waive any requiremcnt of

this part not required by larv whenever
it determinee that undue hardship would
result from applying the requirement, or
where applying the requirement would
adversely affect achievement of the
purpoees of the progrum.

$ 590.5 Dellnltlona
"Act" means section 810 of the

llousing and Community Development
Act of 1974, as amended from time to
time.

"Applicant" means any State or unit
of general local government that applies
for HUD approval of a local urbar
homesteading program under these
regulationa.

"Federally-owned property" rileans
any real property to which the Seuetary
of HUD, the Secretary of Agriculture or
the Secretary of Veterans Affaire holds
title and which is:

(1) Improved with a one- to four-
family reeidence;

(2) Unrepaired and not the subject of
an outetanding rrpair or sales contract;
and

(3) Not occupied by an individual or
family under a leaee. (Property of thie
Dature is alao referred to aa "HUD-
owned property," "FmFlA-owned
property," or "VA-owned property"
when the context requires identification
of the particular agency.)

"FmlLA" meang the Farmers Home
Administration, an agency within the
U.S. Department of Agriculture.

"Homesteader" meang an individual
or family that participatee in a local
urban hor,resteading program by
agreeing to rehabilitate and occupy a
property in accordance with
g 5e0.7(bxs).

"llUD" means the U.S. Department of
Housing and Urban Development.

"Local urban homesteading agency"
(LUHA) meens a State, a unit of general
local government, or a public agency or
qualified community organization
designated in accordance with g S90.2(c)
by a State or a unit ofgeneral local
Sovernment,

"Local urban homesteading program"
means the operating procedures and
requirements developed by a LUHA and
approved by HUD in accordance with
this part for selecting and conveying
federally-owned properties to qualified
homesteadera.

"Lower incolne families" mcans those
families and individuals whose adjusted
incomes do nol exceed B0 per centum of
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the median income for the area, a8
determined by the Secretary under
section 3(bl(z) of the United States
I{oueing Act of 1937. Under the
provioion of 24 CFR Part 813, the
Secretary'a income limita for this
pu{pooe are updated annually and ara
are avallable from the Houaing
Management Divieion in FIUD field
officee.

"Qualifi ed community organlzation"
has the meaning apecified ln
$ 5s0.7(cxa).

"seciion 810 funds" meane funds
available to reimburee HUD, FmHA" or
VA (as applicable) for federally-owned
property transferred to LUIIAo in
accordance with thia ParL

"State" means any State of the United
States, any iuetmmentality of a State
approved by the Governor, and the
Commonwealth of Puerto Rico.

"Unit of general local government"
means any city, county, town, township,
parieh, village, or other general Purpose
political subdivision of a State, Guam,
ihe Virgin lelandg, or American Semoa,
or any general purpoee political
subdiviiion thereo& the District of
Columbia; the Truet Territory of the
Pacific Islande; and lndian tribee' bands,
crouDs. and nations of the United States'
inctuairrg Alaska lndians, Aleuts, and
Eskimog.

,.Urban [sxqssts6d ing neighborhood"
meano any geographic area approved by
IIUD for the conduct of a local urban
homesteading program that meete the
reouirementa of thie part.

'iVA" meane the U-.S. Department of
Veterang Affairs.

$ 5$.7 Program requlremenlr.
(a) Designation of urban

h o m este a d i n g ne i ghborh o od;
co ord i n o te d o pp roach towo rd
n e i eh b o rho od i m p rovem ent' \"be
apilicant ahall designate the
nlighborhood or neighborhoods in
which it will carry out its local urbdn
homesteading proSram, and it ehall
develop a plan that provides for the
improvtment of these neighborhoods
through tha homesteading pmgram and
the upgrading of community services
and facilitiee, and through other
measures needed to assure a auitable
living environment, in combination with
any other public or private revitalization
effLrte affecting the neighborhood' ln
sendral, the applicant ehould eelect
ieighborhoods ao that it can reaaonably
antlcipate homesteading a minimum of
five t5) propertiee per year for the
LUHA'; overall program during its first
full year of operation and each program
vear thereafter.' (b) Dewlopment of locol utbon
hdmi estead ing progrom. The applicant

shall develop, in compliance with thie
part, a local urban homeateading
program containing the following major
elcments:

(7) Selection and monogement of
properiies, The program ehall include
procedures for aelecting federally-
owned propertiee auitable for
homesteading and for managing the
properties before conditional
conveyence to homesteaders. Tte
proSram shall also provide that, by
accepting Htle to a property under thia
part, the LLTILA aEsumee liability for
inlury or damage to persona or property
by reason of a defect in the dwelling, its
equipment or appurtenances, or for any
other reason related to ownerehip of the
property.- 

(2) Homesteoder selection,The
program ghall include equitable
procedures for homesteader eelection
which:

(i) Exclude prospective homesteaders
who own other residential property;

[ii) Take into account a prospective
homeeteader'a capacity to make or
cauge to be made the repairs.and
improvemente required under the
homesteader agreemenl including the
capacity to contribute a substantial
amount of labor to the rehabilitation
process, or to obtain aesistance hom
private Bources, community
orsanizations, or other sorucesi

iiii) Proriae that membership in, or
other tiee to, any private organization
(including a qualified communitY
organization) may not be made a factor
affecting aelection as a homesteader;

(iv) Include locally adopted criteria
reasonably matching family size to the
number of bedroome in each property
for which a homeeteader ie being
selected, provided that a prospective
homesteader who ia a one person
household ahall not be permitted to
receive a property having more than two
bedrooms, unlesa there are no larger
houaeholde on the waiting liat,
notwithatanding the relative etanding of
the respective households under the
lower inccme priority (see

$ sso.z(bxzxv)).
(v) hovide that, before a property ie

offered to other prospectivo
homesteader€ who are eligible, the
property will be offered to eligible lower
income families; and

(vi) Include other reasonable selection
criteria which are consiatent with thig
! s90.7[bx2) and which shall be
apecified in the applicant'e application
pursuant to $ 590.11(a) and approved by
HUD under ! 590.13. Such selection
criteria may include preferencee for the
selection of nelghborhood residents or
other local rcsidenta, but only to the
extcnt that thoy are not inconsistcnt

with thig aection and with affirmative
marketing objectivee under
3 590,11[dX5)(ii). Such prefereuceo based
on reaidentlal location may not be based
upon the length of time the proapective
homesteader has resided in the
jurisdiction or the neighborhood. Also,
peroons who are employed, or who have
been notifled that they have been hired,
in the Jurisdiction shall be extended any
preference available to current
residente.

(3) Cond i ti o nol c o n v ey on c o, Tha
proSram shall provide for the
conditional conveyance of federally-
owned properties to homesteaders
without any aubstantial consideration
within one yeer, or less, of title tranefer
to the LUIIA, unless otherwise approved
by HLJD in writing prior to the transfer.

(4) Finoncing, The program ahall
provide procedures for the LUTLA to
undertake, or to assist the homesteader
in arranging, financing for the
rehabilitation required under the
homesteader agreement. Where direct
Federal loans under section 312 of the
Houaing Act of 1964 (42 USC 1452b) are
used aa a rehabilitation financing
reaourco by the LUFIA, the LUHA ghall
make reasonable efforta to aseiet HUD
in monitoring and aecuring compliance
with the terma of the loan during the
homeeteader's conditional Utle period.

(5) Ho m es tea d e r A g rc c m e nt. Tlte
pro8ram shall provide for the execution,
concurrent with or as a part of the
conditional conveyance, of a
homesteader agreement between the
LUHA and the homesteader which ehall
require the homesteader:

(i) To repair, within one year from the
date of conditional conveyance of the
property to the homesteader, any
defects that pose a substantial danger to
health and aafety;

[ii) To make or cause to be made
additional repaira and improvements
necessary to meet the applicable local
standards for decent, aafe, and eanitary
houoing within three years from the date
ofconditional conveyance of the
property to the homesteader, and to
comply with any enerSy coneervation
measrues designated by the LUI{A as
part of the repairs;

(iii) To occupy the property as his or
her principal residence for not less than
five consecutive years from the date of
initial occupancy except aa otherwise
approved in writing by HUD on a case-
by-caae basis when emerSency
conditions make compliance with thie
requirement lnfeasible;

(iv) To permit reasonable inspections
et reasonable timea by employeee or
designated agents of the LUTIA to
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determine compliance with the
agreement; and

(v) To eurrender posseesion of, and
any intereet in, the property upon
material breach of the homeeteader
agteement (including default on any
rehabilitation financing eecured by the
property), as determined by the LUHA
in accordance with thia part.

(B) Monitoring ond selecting
s ucc es a or h o m e s te o d e rs, The program
ahall provide that the LUHA will
monitor the homesteader'e compliance
with the homegteader agreement, will
revoke the conditional conveyance end
homesteader agreement upon any
material breach by the homeeteader,
and, to the extent neceeeary and
practicable, will select one or more
succeseor homeeteadere for the
property. The LtllLA ehall make
reasonable efforta to aeeure that any
propoeed succeseor homeeteader
aseumes any aection 312 loan on the
property, eubject to HLJD approval of
the terme of the aesumption. If the
Lt ILA aelects a succeesor homesteader,
it ehall require the eucceesor
homeeteader to aasume the original
homesleader'a remaining obligations
under hie/her homeetesder agreement
and conditional conveyance in
compliance with thie part. However, the
LLJIIA shall require the successor
homesteader to occupy the property for
at least five conaecutive yeare after he/
she assumes theee obligations unless the
LUHA requests and HUD approves a
leeser occupancy period where
necessary to facilitate assumption of a
Federal rehabilitation loan under
eection 312 of the Housing Act of 1904
(42 USC 1452b) or any other public or
private financing. Such period will not
be leaa than the greater o[ (i) two
additional years, or (ii) the remaining
amount of the original occupancy
period.

(7) Fee simple title.The program ehall
provide for the conveyance of fee sinrple
title to the property from the LUHA to
the homesteader, or guccessor
homesteader, without substantial
considcration upon compliance with the
terms of the homesteader agreement and
conditional conveyance.

(B) Homes teod i ng i nfeos i b Ie;
olternotive use. lf completion of
homesteading prcves, in the judgment of
HUD, to be infeasible for any reason
after a LUHA has accepted title to a
federally-owned property, the LUFLA
ehall not demolish, dispose oi rent or
otherwise convert the property to ite
own use until HUD approves an
alternative use consistent with the
coordinated approoch to neighborhood
improvement,

(c) Designotion of LUHA-(I)
Res pons i b i I i ties. Under the
requiremente of this C 590.7(c), the
applicant ahall designate a LUHA,
which shall have primary responsibility
for adminietering the local urban
homesteading program for the applicant.
The LUHA shall be the legal entity that
accepts title in ite own name to
federally-owned properties conveyed by
the applicable Federal agency with
reimburgement from section 810 funds
and which conveys title to euch
propertiee to homesteadere under
paragtaph (b) of thie g 590,7. Although
the applicant may at any time amend its
local urban homesteading program to
deaignate a new LUHA, eubject to HLJD
approval as described in 5! 590.13-.15 of
this part, neither the applicant nor the
designated LU}IA may delegate or
contract out to another legal entity the
function of accepting and conveying in
itg own name title to properties for
homesteading pulpoees under this part.
To the extent permitted by the
applicant. the LUILA may use third
parties as contractors, consultants, or
a8ents to agsist if in carrying out other
functions and responsibilities with
respect to the local urban homesteading
program, by entering into a written
agreement between the LUII.A and the
third party. No euch agreement shall be
deemed to relieve the LUFIA or the
applicant of responsibility for the thrid
party's actions in connection rvith the
local urban homeeteading prograrn.

{2) Identity of LUIIA. The LUHA must
have legal authority to carry out a local
urban homesteading program Bs
degcribed in thie part, including the
authority to accept and convey title to
properties under paragraph {b) of this
$ 590.7. To the extent consistent
therewith, the applicant State or unit of
general local government may:

(i) Act as LUHA in ite own name,
while ldentifying within ita
adrninistrative organization a lead
department or Bgency to act as the
primary contact point for HUD, VA and
Fmll.A as described in $ 590.11(a)(71;

(ii) Designate, and enter into a written
agreement with, a legally separate
public body or agency to act as LUHA in
accordance with thie part; or

(iii) Designate and enter into a written
agreement with, a qualified community
or3anization (as defined in ! 590.7(cXa))
to act as LUHA in accordance with this
part.

(3) Content of Agreement with
Designated Public Agency or Quolilied
Co nt mu n i ty Orgonizo ti on, The
applicant'e written agleement with its
designated public agency or qualified
community organization ehall contain at

leaat the following provieiona, and
nothing inconsistent therewith:

(i) The agreement of the LUIIA to
carry out the Iocal urban homesteading
program, includin6 the acceptance and
conveyance of title to properties for
homesteading purposes, in accordance
with the Act, this part, and the
applicant'e l{UD-approved urban
homesteading application;

(ii) The agreement of the LLJFLA to
hold Utle (and the right of reverter or
other interest retained after conveyance
of conditional title to a homeateader) to
former federally-owned properties
conveyed to it under this part in trust,
oolely for the purpose of conveying euch
title to homesteaders (or for euch
alternative use a8 may be approved by
HUD) pureuant to this part, and not to
conveyt encumber or otherwise deal
with guch property for its own benefit or
account;

(iii) The agreement of the LUHA
promptly to assign or convey title and or
other interesta in propertiee held under
this part to the applicant, or to Buch new
Lt HA aB may be designated by the
applicant and approvcd by. HUD, if the
applicant terminatee the LUH.A'e
deeignation; and

(iv) The agreement of the applicant
and the LUFLA that the LUFLA'g
designation ahall not relieve the
applicant of full responsibility to HUD
for the conduct of the local urban
homesteading program, and that HUD
may take any corrective or remedial
action under this part against the
applicanl the LUHA, or both, aolely at
IIIJD'e option.

la) Definition of Quolified Community
Otgonization As used in this part, the
term "qualifi ed community
organization" means a private non-profit
corporation which is:

(i) Incorporated under applicable
State or local enabling legielation and
which has the authority necessary to
carry out the program;

(ii) Conholled by a board to directore
whose members receive no
compensation of any kind for the
performance of their duties; and

(iii) Ia organized exclusively for
charitable, educational, or acientific
purposesr or the promotion of aocial
welfare, and qualifiee ao an exempt
organization under paragraph (3) or ( )
of eection 501(c) of the Lnternal Revenue
Code oftga6.

$ 590.0 Llatlng ol HUl).owned VA-owned,
and FmHA-owned propertlel

In order to facilitate planning for local
url.ran homesteading programs, HUD,
Fml{A, and VA, upon requeat by a
LUHA, each shall provide the LUIIA
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vrith a Iiatiry of all residential one- to
four-unit properties in the LULIA'o
iuriadiction t-o which they hold title and
which are not eubject tc executed repair
or sale conhacts or leases' The LUIIA
shall give the public access to the liet
during ordinary bueiness houre at the
offices of the LUH,\

E 590.11 AFPllcauons.

(a) Ini tiol app I i co tion re q u i rements.
Appiicants may eubmit an initial
application under thia Part to the
responeible HUD Field Office at anY ..
time during the year. Applicatione shall
coneiet oft

(1) Standard Form-424;
(2) A map of each ProPosed urban

homesteading neighborhood with
geographic boundariee indicated and
census Eacta shown;

(3) A brief statement of the local 6oale
foi the homesteading proSram for each
neighborhocd eelected;

(E) A description of the applicant's
oroooged homesteader selection
proledures n'hich comPlies with
$ 5s0.7[bx2);

(5) The applicant'a proposed legal
documents which when read together
comply with $ 5e0.7(b) (3)' (s)' and-(7)l

(oi An estimate of the amount of
..ition 810 funds to be used during the
current Federal fiscal Year and a
statement concerning the basig for the
estimate, including the number of
properties expected to be acquired
iuring the year, prePared after
coneultation with HUD/FHA, FmHA or
VA as approPriate;

(7) The applicant'a written agreement
deslcnatinc ita LTEIA which complies
*i*i! sgo.7(c), or, if the aPPlicant
DroDoses to act 8s its own LUHA,
identification of the lead a8ency
primarily responsibie for administration
of the program;

(B) The iertificationa required bY
paii$aph (d) of this eection; and

(g) Any additional documentation
HUD epecifically requests after review
of the initial application under ! 5s0.13'

(b) Annuol Requests for Prcgrom 
-

Pirt'icipation (1i An applicant tha-t has
orevioualv aubmitted and received
app.oral bf an initial application-unde-r
p"iaer"ph (a) of this section shall notify
the HLID Field Office in writing on or
before Ausust 1 of each succeeding
fiscal year-if it wishes to continue in the
o.orr"*. At the same time, the applicant
;haii notifu HLID of its estimate of the

section gr0 funds to be used during the

uocominf, Federal fiscal year, along with
an explaiation of the basis for the

estimate, including the number of
propertea exPected to be acquired
huring the year, PrePared after

consultation with HUD/FFIA, FmflA or
VA ae appropriate.

(2) Participants with PrevioualY
appioved applicationa will be required
to eubmit the ltems deecribed ln
paragraphe (a) (l), (s), (7), (B), and (9) ot
iection 590.11 with their annual request
for program participation for the first
Federal fiscal year following the
effective date of thle regulation. Except
for those itema. HUD will deem the
initial application atill in effect ae it wae
finally approved, unleaa the applicant
concurrently submite other amendments
under paragraph [c) of this eection.

(c) Amendmenls' If the aPPlicant
vv'ishee to change any element of ita
local urban homesteading program that
is specifically described in the HUD-
apploved application (euch as the
identification of urban homesteading
neighborhoods or the designation of the
LUIIA to carry out the Program), the
applicant shall submit its proposal to the
Hun rieta Office for approval before
making any such change. The proposal
shall identify apecifically the elements
to be changed, and ghall set forth the
propoeed amendment. ProPosed
amendments may be submitted with an
annual request for progtam participation
or at any other time during the program
year.

(dl Certificotions. Aa Part of ite
application, the applicant shall certify
that:

(1) Except for Statee, the applicant'a
governing body has dulY adoPted or
passed an official acl resolution,
motion, or similar action authorizing the
filing of the application, including all
understandings and assruanceg
contained in these certifications'

[2) The LUHA posseoses the legal
authority to and will carry out the local
urban homesteading program described
in ite approved aPPlication in
accordance with this part, including the
apecific program requirements described
in C 5e0.7(b).

(3) The LUFIA hae:
(i) An adequate administrative

organization capable of carrying out the
p.ogram in a timely and coet effective
manIrer;

(ii) hocedures for selecting and
accepting propertY suitable for
homesteading and rehabilitation as

required by $ 590'z(bX1);
(iii) Proceduree to assist in arranging'

or for itself tvundertake, rehabilitation
financing for property conveyed to
homesteadere, ae required bY

$ 5s0.7(b)(4).

[iv) Proceduree for monitoring the
homesteader agreement and for
revoking a conditional conveyance upon
materiai breach of the agreement' and

for eelecting a BuccesBor homeateader aa
required by ! 5so.z(bxB); and

(v) Procedures for conveying fee
eimple title to the residential property
received hom HUD, FmHA or VA
without aubetantial consideration to the
homesteader upon his or her full
compliance with the agreement required
ln ! 5m.7(bX7).

(a) The applicant or the LUHA has,
befors submission o[ the application:

(i) Developed a plan for a coordinated
approach toward neighborhood
improvement ae required by ! 590.7(a);
ar.d

(ii) Provided citizeno an adequate
opportunlty to express preferences
about the proposed location of the urban
homesteadtng neighborhood or
neighborhoods, and to comment on the
plan for a coordinated approach toward
neighborhood improvement.

(s) The applicant and LUIIA will:
[i] Assure non-discriminition in the

selection of homesteaders and that no
eligible person ia denied equal
opportunity for housing, or excluded
from equal participation in the
homestead pFoSraIB, on the basis of
race, creed, color, national origin, age,
eex or handicappinS condition and that
it will comply with all requirements of
Title VI of the Civil Ri8ht8 Act of 1g0l;
Executive Order 11063; Title VIII of the
Civil Rights Act of 1908, as amended;
eection 5ol of the Rehabilitation Act of
1973; the Age Diocrimination Act of
1975, oection 582 of the Houeing and
Community Development Act of 1987.
and all applicable regulatione iesued
under these authorities, in any activity
in its local urban homestead program;
and

(ii) Employ affrrmative marketing
procedures in the advertiaing of
homesteading properties.

(s) The LUHA will comply with lhe
lead-based paint proceduree set forth in
24 CFR Part 35 for properties
conatructed or eubatan tially
rehabilitated prior to 1078.

(z) (i) The LLJIIA will eubmit anY
information which HUD requests for the
purpose of assisting HLID in meeting ite
environmental responeibilities under 24
CFR Part 50 and the Coaritallarrier
Resourcea Act of 1982.

tii) The use of any funde provided
under this part ehall be eublect to
sectione 102(a) and 2o2(a) ol the Flood
Disaster Protection Act o[ 1973 which
respectively requires owners of assisted
flood-prone property to purchase flood
ineurance and requirea participation by
the community in the National Flood
Ingurance hogram.

(B)The applicant and ite deeignated
LU[{A will give HUD and the
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Comptrolier GeneraI, tlirough their
authorized representati'res, access to
and the right to examine all records,
books, papers, cr docurnecta related to
the local urban homestsar-ling program,

(9) The LU}II; will rnairrtain in writing
and on file a deecriplion sf ltr approved
Iocal urban homeateacling program for
public information and ieview.

$ 590.13 Standards for i{UD rovlew and
approval of ! local urhan homesteadlng
program.

(a) Applicolions. The appropriate
IIUD Field OfEce will review an
applicanla initial opplication and the
Field Office Manager will approve the
proposed local urban homesteading
pnoSram, unlesg the Field OIfice
Manager deterurinee that the program
does not comply with thc Act, thie part
or other applicable laws and
regulatione, or that it ia plainly
inappmpriate or plainly inconsistent
with available facts and data" If the
proSram ie disapproved, HUD shall
notify the applicant in writing of the
specific reasons,

(b) Annual requests for progrom
porticipotion ond progmnt omendments,
the HUD Field Office willreview any
proposed application amendments and
an applicant's ennual request for
proSxam participation and will approve
the applicant's aubmisaion unless the
Field Office Manager determines that
the propoaal does not comply with the
AcL thie parl or other applicable laws
and regulations, ia plainly inappropriate
or plainly inconsiatent with available
facts and data, or that the applicant's
past performance does not meet the
itandards of E 590.2e[a). HUD will notify
the applicant in writing c,f the specific
reasono for aay disapproval. Program
amendments will be considered
approved as of the date of HUD's
written notification of approval to the
applicanl Annual requeste for program
participation will be considered
approved as of the date o[ HUD'a
written notification to the applicant of
approval, or notice of saUsfaction of any
approval conditiona, whichever is later.

$ 590.15 Urban homesteadlng program
particlpatlon agrecm?nl.

Upon approval ofan application,
HUD, the State or unit of general local
government and the designated LUHA.
if any, will execute an urban
homesteading program participation
agreement in the form prescribed by
HUD. The agreement authorizes the
LLJHA lo request HUD, VA, and FnI{A
to transfer properties to the LUHA uncler
the provisions of this part, to the extent
that funde available are sufficient to
reimburse the Federal Bgency for the

proporties. Tte agreement also obligates
the LUIIA to uee the properties in
accordance with the Act, this part, other
applicable lawa and regulations, and its
approved application. However, the
agreement doee not obligate HUD,
FmIIA or VA to bansfer a specific
number of properties or particular
propertiee identiEed in a program
application, or I prrogram amendment.

$ 590.17 Transfer ol HUDowned property.
(a) Property disposition ossistance,

IIUD's property dispoaition activity
shall support local urban homesteading
programs as follows:

(1) After execution of its initial urban
homesteading agreement, but before the
initial selection of any HUD-owned
property, a LUHA may request HUD to
suspend ita routine property dieposition
activity for up to 45 daya for HUD-
owned properties listed under $ 590.9
and identilied by the UJFLA ae located
in a HUD-approved urban homesteading
neighborhood. Based upon thie requesL
I{UD shall etate in writing the starting
and closing dates of the auspension of
property disposition activity for all such
identifi ed HUD-owned propertiee.
During this period, the LUHA may notify
the IIUD Field Office of specific I{UD-
owned properties that it intends to uee
in its local urban homesteading program
under this part.

(2) With respect to properiics coming
into HUD's inventory later, the HUD
Field Offices sbaU develop and
irnpiement property disposition plans for
HUD-owned properties located in HUD-
approved urban homesteading
neighborhoods. These plans ehall
include the following procedures:

[i) As soon as feasible, but in no event
Iater than ten days after HUD receives a
notice of property transfer and
application for insurance benefits for a
[ItJD-owned property located in a HUD-
approved urban homesteading
neighborhood, the HUD Field Office
sirall notify the LUFI.A in writing of the
potential availability of the property for
homesteading.

(ii) The HUD Field Office shall not
approve a property disposition program
for a HUBowned property until the
LLIHA has informed the Field Office, in
writing, whe&er or not it intends to use
the property in the local urban
homesteading program. or until 21 daye
from the date of HUD'o notice,
whichever cornes first.'Ihe Field Office
Manager may extend the 21-day
deadline if the Field Office lvlanager
makes a written determination that
notification by the LUttA within 21 daya
is impracticable.

(b) Conditions for transferring HUD-
owned properfles. Except as provided in

paragraph (c) of thia sebtion, HI_ID ghall
offer to transfer the title of a HUD-
owned property to a LUFIA, without
Pa1'rnent, lf:

(1) The property ie located in a HUD-
approved urban homesteading
neighborhood;

(2) The LLIIIA has notified the HLII)
Field Office, within the applicable
period epecified in paragraph (a)(1) or
[aXZXii) of this aection, that it intends to
uoe the property in the local
homesteading progrnm;

(3) HLJD hag reserved eection 810
funds in an amount sulficient to
reimburse the applicable housing loan or
mortgage lnsurance accounto for the
estimated as-is fair market value of the
property, or a negotiated lesser amount,
plus closing coste as approved by HUD;
and

( ) The IIUD Field Office determines
that the requested property is suitable
for the approved local urban
homesteading program, as follows:

(i) The agreed-upon transfer value of
the property does not exceed $ZS,OOO
(excluding closing costs) for a one-unit
aingle family residence and an
additional $8,@0 for each additional
unit of two- to four-family reaidences; or

(ii) The Pield Office Manager
authorizes, on a property-by-property
basis, the transfer of a HUD-owned
property where the agreed-upon transfer
v-alue exceeds the preceding Iimitations
if the benefit to the community expected
from the expedited occupancy of the
property, and the expected reduction of
difficulties and delays (such as
vandalism to the prcperty) that HLrD
tlpically encounters in the disposition
and sale of property, warrant ihe
additional cost to the Federal
Sovernment.

(c) Exceptions. (1) If a LUHA fails to
accept title within 30 days of its
acceptance of HUD'o offer of a property
for a epecific price in accordance with 

-

paragraphs (b) (1){4) of this section,
HUD may approve an alternative
disposition plan for the property. The
HUD Field Office Manager may extend,
for a reasonable period of time, this 30-
day deadline if the HLID Field Office
Manager makes a written determination
that acceptance of title by the LUHA
within 30 daye of property selection is
impracticable. A reservatioo made
under paragraph (b)[Z) of thie section
may-be cancellcd by FIUD if the closing
for the applicable property does not
occur ra'ithin the time permitted under
thia paragraph (cXtl.

(2) A property otherwise eligible for
transfer to a LUTIA may be used to meet
higher priority needs if the Field Office
Manager makes a determination in
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writing that the property la essential to
meet an exieting legal obligation such
a8:

(i) Settlement of a eales warrantY
claim;

(ii) Settlement of a craim under
section 518 of the National Houeing Act
for criUcal etructural defecte in certain
one- to four-familY dwellings;

(iii) Emergency houeing needa
(digaeter houeing and urgent public
housing needa, guch aa providing ehelter
for the homeless);

(iv) Reconveyance for noncompliance
with 2A CFR 203.303;

(vJ Reconveyance Pursuant to a Civil
Fraude Act eettlement;

(vi) Reconveyance where the
mortgage was never insured; and

(vii) Other legal obligations as
determined by FIUD.

$ 59O.lS Relmbureement to FmHA and VA.

The Secretary shall reimburse FmHA '

or VA from a LUItA's section 810 funds
in an amount agreed to between the
LUHA and FnFLA or VA for FmFIA- or
VA-owned property plue aPProved
closing coete, under the following
conditions:

(a) The property ie located in a HUD-
approved urban homesteading
neichborhood:

(5) HUD haa reserved section 810

funds in an amount eufficient to aupport
the agreed reimbursement, including
closing coste:

(c) The reimbursement (excluding
closing costs) does not exceed the lesser
of the imounts specified in paragraphs

[c) (1) or (2) of t]ris section;' 
it)til ges,om for a one-unit single

famiiy residence, plus $8,000 for each
additional unit of a two- to four-family
residencei or

(ii) An amount greater than the
amount in paragraph (c)(1)(i) of thie
gection, if authorized by the HUD Field
Office Manager on & ProPertY-bY-
nrooertv basis, where the benefit to the
loro-*litv expected from the expedited
occupancy of the proPertY, and the
expetted ieduction of difficulties and
deiaye (such as vandalism to the
property) that HUD typically encounterg
in Ge disposition and sale of similar
prcperty, warrant the additional cost to
the Federal government; or

(2) The amount certified bY FmHA or
VA to be a fair value for the property
based on the lesser of the market value
or the amount of FmFLA'g or VA'e claim
plug the expenses connected with
Federal ownership; and

(d) The property has been convel'ed to
a LUI{A for use in a HUD-aPProved
Iocal urban homesteading progranr. The
cloaing ehall occur not longer than 30 

-
daye ifter the reservation is made under

paragraph (b) of thie section, and the
reservation may be cancelled by HUD if
it doee not.

$590.19 Use ot secuon 810 lundr.

Section 810 funde may be used to
reimburae HUD, VA or FmHA for
federally-owned propertiee. Section 810
funds may not be used to reimburse
LLJFIAg for administrative coste, nor
may they be used to acquire property
other than through reimbursement for
federally-owned property. Participante
receiving Community Development
Block Grant (CDBG) funds may charge
eligible administrative expenscs
incurred in operating their urban
horneeteading proSrams to their
otherwise available CDBG
administretive funds, provided auch
administrative expendituree would
eatisfy other Titie I requirements.

9590.21 Reslrvatlon.ot lundt.

After execution of the applicant'e
urban homesteading program
participation agreement during the firet
prcgram year, and thereafter following
approval of the applicant's annual
request for program participation, HUD
will reserve funds to reimburee the FFIA
Fund, HUD's Rehabilitation Loan Fund,
FmHA, and V.\ when specific propertiee
are identified for transfer to the LUHA,
ae etated in I590.17 or $ 590.18. Funds
will be reserved by HUD on a first-
come, first-served basis eubject to
availability from the applicable field
office subassignment, excePt that field
offices may designate a temporary,
minimum initial allocation of eection 810
funds to be exclusively available for
each participating LLJILA for a period
not to cxceed 60 days hom the date the
LUFIA ie notified of such temporary
allocation. During the term of the
temporary allocation, all reservations
made under $ 590.17 or ! 590.18 on
behalf of the particular LUHA for
epecific properties shall be charged to
the allocation. After the temporary
allocation has becn used, or has
expired, the LUHA shali compete for
reservations from the balance of the
Field Oifice subassignment with other
LUFIAs in the Field Office jurisdiction.
At any time during a fiscal year, HUD
may decline making fundg available
when in HUD's judgment the LUFIA's
performance does not meet the
standards set out in $ 590.29(a) or when,
due to market conditions in the area,
there are an insufficicnt number
(generally less than five) of affordable,
federally-owned propertiea available to
warrant conlinuation in accordance
with $ 5s0.7(&) and ! 590.13.

$ 580.23 Program cloBoout
(a) Initiation of close-out, This section

preocribes proceduree for program cloee-
out when continuing a program ie no
longer feaeible or where the beneficial
results are not commensurate with the
further expenditure of gection &10 funde
ln a locality'e designated urban
homeeteading neighborhoode. The
LUHA will institute close-out
proceduree, in accordance with HUD
i:oetructione, when one or more of the
following occursl

(1) The LUIIA determines that it does
not have the capacity to continue
administering the program in a timely
and cost-effective manner;

(2) HUD terminates the LUHA'o
prograrn because the LUHA'o
perfonnance doeg not meet the
standards epecified in $ 590.29(a); or

(3) HUD terminates the LUHA'a
program because the LI-IIIA did not
acquire any federally-ovrned properties
in the previous two Federal fiecal yeare
and because local market conditione
demonstrate that an insufficient number
of affordable, federally-owned
properties ia likely to be available for
the next Federal fiscal year.

(b) Close-out may be eubject to later
audit in accordance with $ 590.27(b).

(c) C I os e-O u t Co n d i t i ons. Upon
completion of HUD close-out review,
HUD will send the LUHA a letter of
completion, which HUD may condition.
Conditions may reflect unmet
obligations, deadlines to meet them, and
a Btatement of any required interim
reporting procedures. [n addition to any
other conditions that may be specifically
set forth in the letter of completion, the
LLJHA remains reponsible after close-
out to take whatever actions may be
necessary to enforce the homesteader
agreement and complete final fee simple
conveyance to the homesteader or a
successor homesteader, or to obtain
alternative use approval from HUD
under ! 590.7(bXB), for properties
conveyed to the LUHA for homesteading
prior to close-out. LUI-lAe are required
to report to HUD on a quarterly baais
until each property hae been conveyed
in fee aimple title to the homegteader.

(d) Monitoring of closed-out
progrum* HUD ehall monitor closed-out
programs to determine compliance with
any conditione impoaed under
paragraph (c) of thia section, the
certifications under ! 590.11(d), the Act,
this part and other applicable Federal
laws and regulations until the LUHA
transfers fee eimple title to all federally-
owned properties to the homesteader, or
until HUD approves an alternative use
and the LUIIA implements it under
$ 5e0.7(c).
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E 590.25 Retonuon of recordc.
The LLILA shall maintain adequate

financial records, property disposition
documents, supporting documente,
etatistical records, and all other records
pertinent to the local urban
homesteading proSram until fee simple
title has been conveyed to all
hoaresteaders, generally a five-year
period. The LtlllA will also maintain.
curent and accurate data on the race
and ethnicity of program beneficiaries.

$ s90.27 Audlt
(a) Access to records, The Secretary,

the Comptroller General of the United
States, or any of their duly authorized
rrpresentatives, shall have access to all
books, accounts, records, reports, files,
and other papers or property ofLUFIAs
pertaininS to funds or property
bansferred under this part, for the
purpose ofmaking surveys, audits,
examinationa, excerpts, and transcripts.

(b) Audit The LUHA's financial
managernent system shall provide for
audits in accordance with zl CFR Part
44.

$ 590.29 HUD revlew of LUHA
performanco.

(a) HUD ghall r€view the perfo.rnance
of each LLIFIA that has an urban
homesteading proSram participation
agreement at least once each Federal
fiscal year to determine whethen

(1) The proSram complies with the
urban homesteading program
participation agreement and
certifications, the Act, this part, and
other applicable Federal laws and
regulations;

(2)The LUFIA is carrying out its
pro$am eubstantially as approved by
HUD;

(3) The federelly-o-,vned
LLrI{A selects are suitable

(a) The LUFIA is making reasonable
proSreos in moving properties through
the etages of the homesteading process,
including acquiaition, homesteader
selection, conditional conveyance,
rehabilitation, and final conveyance,
and is not making an unreasonable
number of reguests for extension of the
rims periods specified in S 590.17
(a[zXii) and (cX1);

(5) The improvemente in
neighborhood public facilities and
serviceg provided for in the coordinated
approach toward neighborhood
iuprovement are occurring on a timely
basis; and

(6) The LUfiA has a continuing
adminishative and legal capacity to
carry out the approved program in a
cost-effective and timely rnanner.

ft) In reviewing a LLIFTA'o
performance, HUD will consider all
available evidence, which may include,
but need not be limited to, the following:

(1) Records maintained by the LUHA;
(2) Results of HUD'e monitoring of the

LUHA's performance;
(3) Audit reports, whether conducted

by the LUHA or by HUD auditors;
(4) Records of comments and

complaints by citizens and
organizatrons; and

(s) Utigation history.
(o) LLIIIAs shall'supply data and

make available records necessary for
HUD's annual evaluation of the LUHA's
local urban homesteading program.

S 590.31 Correctlve and remedial acilon.
When HUD determines on the basie of

its re'riew that the LLIFIA's performance
does not meet the standards epecified in
S 590.29(a), HLID shall take one or more
of the following correcti".,e or remedial
actions, as appropriate in the
circumstances:

(a) Issue a letter of warning that
advises the LUFIA of the deficiency and
pute it on notice that t{UD will take
more serious corrective and remedial
action if the LUIIA does not comect the
deficiency, or if it is repeated;

[b) Advise the LUHA to suspend,
discontinue or not incur costs for
identified defective aepecte of the local
program;

(cJ Condition the approval of the
annual request for program participation
if there is substantial evidence of a lack
ofprogress, noncompliance, or a lack of
continuing capacity. ln such cases, FIIJD
shall specifu the reasons for the
conditionql approval and the actions
necessary to remove the conditions;

(d) Lr cases of continued substantial
noncompliance, terminate the urban
homesteading program participation
agreement, close out the program and
advise &e LLIHA of the reasons for such
action: or

(e) Where HUD determines that a
LUI{A has, conhary to its obligations
under $ 590.7(b), converted a property
received under this part to its own use,
failed to adequately preserve and
protect the property, failed to timely
secure a homesteader for the property,
or received excessive consideration for
conveyance of the property, HUD may
direct the LUIIA to repay to HUD either
the amount of compensation HUD fiads
that the LUIIA has received for the
property or the amount of eection 810
funds expended for the property, as
HUD determines appropriate.

Dated: May 23, 1989.

Audray E. Scott,

Geheml Deputy, Assistant Secretary for
Comm u n i ty Plann i ng o n d De vel opmen t.

[FR Doc.8H3176 Filed &.1-89; B:45 am]
atLuNG coDE a2tr29{
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:NSTRUCTIONS FOR THE SF 424

This is a standard form used by applicants as a required lacesheet for preapplications and applications submitted

for Federal assistrc- rt Jr L 
"ied 

by Federal agencies to obtain applicant certification that States which have

establ ished a revier and eomment p.o".drr. in response to Executive Order 12372 and have selected the progra m

to be included in their prress, hare been given an opportunity to review the applicant's submission.
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Item: Entrv:

Self+rplarurory-

Date-applicatioo submitted to Federal agency (or

Statlil epplir:eble) & applicant's control number
r (ifappli:ablc)-

State ust oaly Efrgplicable).

If this agpli:dico is to continue or revise an
sli5ring errd, crt€r present Federal identifier
number. Ufor a new project, leave blanL-

Legal name of applicant, neme of primary
organizational unit which will undertake the
assistance activity, complete address of the
applicant, and name and telephone number of the
person to contact on matters related to this
application.

Enter Employer Identification Number (EIN) as

essigned by the Internal Revenue Service.

Enter the appropriate letter in the space
provided.

Check appropririte box and enter sPproPriste
lett€(s) in t}te space(s) provided:

-'New" Ereans a new assistance award.

-'Continuation' 
means an extension for an

additional fundingrtudget period for a project
rith a projected completion date.

-'Revision" 
means any change in the Federal

Government's fi nancial obligation or
contingent liability from an existing
obligation.

9. Name of Federal agency from which assistance is
being requested with this application-

10. Ue€ t}re Catalog of Federal Domestic Assistance
nuober end title of the program under which
r.ssistence is requested.

ll. Entar a brief descriptive title of tJre project. if
more than one Program is involved, you should
append en explanation on a seParate sheet. If
eppropriate (e.g., construction or real property
projects), ettach a map showing project location.
For preapplications, use e separate rheet to
provide a summary description of this project.

Entry:

List only the largest political entities affected
(e.g., State, counties, cities).

Item:

12.t.

2.

3

4

13. Self-explanatorY

14. List the applicant's Congressional District and
any District(s) alTected by the program or project.

15. Amount requested or to be contributed during
the first funding/budget period by each
contributor. Value of in-kind contributions
should be included on appropriate lines as

applicable. If the action will result in a dollar
change to an existing award, indicate onlv the
amount of the change. For decreases, enclose the
amounts in parentheses. If both basic and
supplemental emounts are included, show
breakdown on an attached sheet. For multiple
program funding, use totals and show breakdown
using same categories as itcm 15.

16. Applicants should contact the State Single Point
of Contact (SPOC) for Federal Executive Order
L2372 Lo determine whether the application is
subject to the State intergovernmental revie*'
process.

L7. This question applies to the applicant organi'
zation, not the Pergon who signs as the
authorized rePresentative. Categories of debt
include delinquent audit disallowances, loans
and taxes.

fE. To be signed by the authorized representative of
the applicant. A copy of the governing body's
authorization for you to sign this application as

oflicial representative must be on file in the
spplicant's o{Iice. (Certain Federal agencies may

require that this authorization be submitted as

part of the application.)

I

5

6.

t.

8.

sF a24 IFEV a-EEt B.cr
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Urban Homesteading Program
Certlflcatlons

U,S, Ocprrtmrnt ol Hourlng
rnd Urbgn Dovclopmrnl
Otfice ol Community Planning and
Oovelopm€nl

/i1r
As part ol ils applicat'on, the applicant hereby certilies that:

(1) Exceol lor States, the appli:ant's governing body has duly
iiocled or passed an oflbiai act, resolution' motion, or similar act'ron

authorizing ihe liling ol the applicslion, induding ell underslandings

and assurinces contain€d in lhese certilicat-lons.

(2) Th€ LUHA irJentilied in the applicat'on (whether it is the applir:ant

iribror 
" 

separal€ public body or qualilied community organization)
*..rss"s the legai ar.rthorily to and will crrry out the local urban
homesteadino proqram described in its approved application ln

accordance with Zl Cfn Part 590, including the specilic program

requirements described ln $ 590.7(b).

(3) The LUHA has:

(i) An adequate administrative organization capable ol canying
out the iogram in a timely and cost eflective mann€r;

(ii) Procedures lor selecting and accepting property suhable lor
homesteading and rehabilitalbn as required by $590'7(bX1);

(iii) Procedures to assisl in ananging, or lor itsell lo undertake,
' ' rehabililation linancing lor property conveyed to home-

steaders, as required by $590.7(bXa);

(iv) Procedures lor moniloring the homesleader agreemenl and

lor revoking a condhionafconvoyance upon malerial bteach
ol the agreimenl. and lor selecting a su@essoI homesteader

as requiied bY S 590'7(b)(6); and

(v) Procedures lor conveying lee simple lill€ lo lhe residential' ' properly received lro; HUD, FmHA or VA without sub-
stantial'consideration lo the homeslead€r upon his or her lull
compliance with the agreement required in $ 590'7(b)(7)'

(4) The applicant or the LUHA has, belore submiss'ron ol the

application:

(i) Devebped a plan lor a coordinaled appoach toward
irf6truortr6oa improvement as required by $ 590.7(a); and

(ii) ProvkJed cilizens an adequate.oppgrtynitylo €xPress pre'.

i"i"tt"s about the proposed bcation ol lhe urban homesleading
neighborhood or ne6hUorhoods, and to @mmenl.on the plan

lor i coordinated approacfr loward neighborhood impovement'

(5) The appli:anl and the LUHA will:

(i) Assure nondiscrimination in the selection ol homesteaders
and that no eligible person ls denied equal opportunily for
housing, or excluded lrom equal parlicipalion in the homestead
program, on the basis of race, creed, color, nalional origin, age,
rex. or handicapping condition and that it will comply whh all
requirements ol Title Vl ol the Civil Rights Act ol 1964; Executive
Order| 1063; Tille Vlll of the Civil Rights Ac1 ol 1 968, as
amended; Section 5O4 ol the Rehabilitalion Acl of 1973; lhe Age
Discrimination Ac't ol 1975, Seclion 562 ol the Housing and
Communily Developmenl Acl ol 1987, and all applbable
regulalions issued under thesc authorities, in any activhy in its
bcal urban homestead pxogram; and

(ii) Empby atlirmative marketing procedures in the advertising
ol homesteading properties.

(6) The LUHA will comply with the lead-based paint procsdures sel
lorlh in 24 CFR Pad 35 lor properties construcled or substantially
rehabilhated prior lo 1978.

(7) (i) The LUHA will submit any intormation whiclr HUD requests
lor the purpose ol assisting HUD in meeting hs environm€nli'l
responsibilities under 24 CFR Pan 50 and the Coaslal Barrier
Rescurces Acr ol 1982.

(ii) The use ol any lunds provided underlhis part shall be subiect
to Sections 102(a) and 202(a) of the Fbod Disaster Proteciion
Act ol 1973 which respectively requires owners of assisled
flood-prone property to purchase llood insurance and requires
part'cipation by the communily in the National Flood lnsurance
Program,

(8) The applicant and ils designded LUHA will gMe HUD and the
Comptroller General, through thek authorized repres€ntatives,
a@ess to and the right to examine all records, books, papers, or
doqJmenls relaled to the bcal urban homesteading program.

(9) The LUHA will maintain in writing and on lile a descript'on ol ils
approved local urban homesteading program lot public inlormat'nn
and review.

Narne ol Stab o( Unit ol Cr€o€rel Local C,o\Dmrnont Signaure ol Chiel Erecutive fficar
ol Stete d Unit ol General Local Crowmrnent

Dat6

x

Name ot Designated LUHA (ll dilferent lrom Applkxnt) Sgnature ol Chiel Executive Offier of o€signatod LUHA Dale

x

brm HUH0073 (7/89)
ref. Handbook 6400.



Urban Homesteading Program
Participation Agreement
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APPENDIX 4
U.S. DcArrtmrnl ol Hou3lng
rnd Urben O.v.lopm.nl
Ollico ot Co.nmunity Planning end Development

/t\lr
Section 810

(cfened o in ttris Agrecment as 0rc "Locality) o carry out a

focat Urtan Homesteading Program within the l-ocality 8s ap-
proved by thc Seuetary of Housing and U6an Development (re'
iened o in this Agreement as tlre'Secreury') pursuant to Section

810 of the Housing and Community Development Act of 1974' as

amended (refened o in this Agrecrnent as "Section 810").

The t-aality. any independent prblic sgency or qualified commu'
nity organization (as defined in 24 CFR 590.7) designated pmuant
ro iaragraph l -a, and Ore Secretary agree that the approved Local
Ur-ban Homesteading Program strall be undertaken on thc following
tcrms and conditions:

l. Delinition of "Local Urban Homesteading Agency.t'

e. As used in this Agreement, the term "Local Urban Home-

steading Agency" shall mean the tocality, except that if an inde-
pendeni pubtc agency or qualified community organization has

been designated below, and has executed this Agreement "local
Urban Homesteading Agency" shall refer !o that agency or organi-

zation to the extent that such 88ency or organization is responsible
for performing activities to carry out $e l,ocal Urban Homestead-

ing Program, including $e acceptance or conveyance of poperties.

b. As described in its appmved application, the Locality shall

carry out its spproved Lacal Urban Homesteading hogram within
the leographic area of the Locality by and tlrough the following in-
dependent public agency or qualified community aganization:

Name ol designatod Agoncy or Organization, il any:

This Urban Homesteading Program Perlicipation Agreement is

exccuted for the purpose of authorizlng

Addr€ss:

2. Legal Authority.
a. The Local Urban Homesteading Agency represents and war-

rans that it has ttre autlrority (i) o accept 0re transfer, wi0tout pay'
ment, of Federally-owned property for homesteading purpose's, (ii)
to convey such property to homesteaders witlrout any substantial
consideration, (iii) to assist in or o undertake the rehabilitation fi-
nancing for such proprty, and (iv) othenvise to acc€pt the obligs'
tions of this Agreemenl

b. If an independent public agency or qualified community or-
ganization is designated to c€rry out the l-ocality's Urban Home-
steading Program in paragraph 1.b., the Localiry sgrees to take all
actions necessary to cause said agency or organization to act within
the scope of its authority and to comply witlr the terms of this
AgreemenL

3. Reservation of Funds, Reimbursement for Properties Conveyed.

To $e extent and in the manner authoriz d by 74 CFR 590.21 , the
Secretary will reserve Section 810 funds (appropriation number
86x0l7l) for specific propenies requested by the tocal Urban
Homesteading Agency in accordance with this Agreement. After
each specific propeny requested by the tocal Urban Homesteading
Agency is conveyed to the Local Urban Homesteading Agency by

the applicable Federal Agency, the Secrcury will reimbursc the
agency 0rerefore in the amount agreed upon for eeh such property in
rccordance with 24 CFR 590.17 and 590.18, which amoun(s) shall
not exceed the amount of the applicable rescrvuion.

4. Conduct of Program.
a. Thc Locality urd its Lrcal Uftan Homestcading Agency agree

to op€rate the Local Urban Homesteading Program in compliance
with the following authaities and dcumenLs (as amended from time
o timc) which are hereby irrcorporated by reference in, and made a
part of, this Agreement:

(l) Section 810;
(2) the Urban Homesteading Regnlntisns, set forth in 24 CFR Part
590;
(3) the Urban Homesteading Handbook GIJD Handbook 64m.1
Rev. I, and any applicable HUD Notices; and
(4) their urban homestcading application as approved by the Sec-
rcury, including assurances, certifications, legal documens,
maps, schedules, timetables and all other submissions made witlr
Bspect thereto.

b. ln tlre event of any cor{Iict or inconsistency, ttre Handbook
shall conrol 0te application, and the Regulations shall control the
Handbook and the application, and Section 810 shall conrol tre
Regulations, the Handbook and the application.

5. Local Urban Homesteeding Agency's Obligations
with Respect to Property Conveyed.

The Local Urban Homesteading Agency spocifically agrees to in-
spect any Federally-owned property prior o taking title thereto and
to secure and manage such propo'ties after acquisition. By receiving
and accepting ths de€d to such property from the Secretary, the Sec-
rctary of Agriculture, or the Secrerary of Vetcrarrs Affairs pursuant to
this Agreement, tbc l-ocal Urban Homestcading Agency agrees o
assume liability fa injury and damage to pcrsons or property by rea-

rcn of a defect in ttre dwelling, its equipment or appurtenances, or for
any ottrer reason relat€d to ownership of thc property conveyed. Thc
Local Urban Homestcading Agency agrees !o secure one or more
homestcaden, as nec€ssary o comply with the obligations of the
homesteader agreement required by Section 810. for any Federally-
owned property conveyed to it under this Agreement, unless ex-
pressly released from this obligation by the Secretary.

6. Breach ofLocality.
ln the event the hcal Urban Homesteading Agency breaches any
provision of this Agreement, HUD shall have the right, in is discre-
don under 24 CFR $ 590.21 and this Agreement, to decline making
Section 810 funds available prsuant to paragraph 3 above, and o
decline to make available for obligation any further Section 312 reha-
bilitation loan funds in connection with this Agreement. In addition,
in the event of any such breach, HUD has the right o take any of the
corrective or remedial rctions specilied in 24 CFR $ 590.31, includ-
ing cancellation (termination) of this Agreement. Any such correc-
tive or remedial action shall be effective upon the date specified by
HtJD.

7. Term of Agreement and Amendments.

This Agreement shall remain in effect until the Local Urban Home.
steading Program is closcd-out under the applicable requiremcnts of
24 CFR Part 590, particularly $5 590.23 and 590.3 l. However, the
Lacal Urban Homesteading Agency's obligations under this Agree-

lorm HUD-40051 (9/89)
rst. handbook 54m.1
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ment with rcspect to conditional conveyance, monitoring, Uld final
conveyance to homesteaders, u HUD approval of ut altcmativc usc

of Federally-owned properties, as wcll 8s any specific conditions of
close-out imposed by HtlD. shall continue aftcr close-out of this
Agreement This Agreement may not be arnended except by a docu-
ment in writing signed by all necessary partics.

8. l*ad-Based Paint Hazards.

The construction q rchabilitation of residential structures conveyed
o tlre taal Urban Homesteading Agency under this Agreement is
subject to the HUD Lrad-Basod Paint Regulations, 24 CFR Part 35.
Upon conveyance of a property o the Local Urban Homestcading
Agency, the tncal Urban Homesteading Agency specifically agrecs

!o inspe4t the property for immediate lead-based paint hazards pr-
suant to 24 CFR Part 35 and shall maintain e certificate in Bre proP
erty file evidencing said inspection. The tsal Urban Homesteading
Agency agrecs !o assurc lhat any identified immediate lead-based
paint hazards are eliminated, either tfuough iB own resources or
tkough the repair program !o be undertaken by the homesteader.
The Local Urban Homesteading Agency agrees to include appropri-
ate provisions for inspection and elimination of immediatc hazards,
and for enforcement, of those provisions, in its agreemens with
homesteaders in accordance with 24 CFR Part 35 and shall notify
homesteaders tiat 24 CFR Part 35 prohibits lhe use of lead-based
paint on all applicable surfaces. Finally, the tcal Urban Home-
steading Agency agrces to provide notification of the hazards of
lead-based paint poisoning to potential homesteaders in residential
units constructed prior to 1978.

9. Housing Discrimination Prohibited.
The Local Urban Homesteading Agency specifically sgrees not to
discriminate on the basis of race, creed, color, sex or national origin
in the sale, lease or rcnul or in 0re use or occupancy of tlr property
conveyed pursuant to this Agreement, and to comply with the re-
quirements of Title VI of the Civil Rights Act of 1964, Executivc
Order I1063, and Title VIII of tlre Civil Rights Act of 1968, as
amended, Section 562 of 0re Housing and Community Development
Act of 1987, and Federal regulations implementing those require-
ments. ln 0re sale, lease or other transfer of land rcquired, cleared
or improved under this Agreement" the Local Urban Homesteading
Agency agrees to cause or require a covenant running with the land
to be inserted in ttre deed or lease for such transfer, prohibiting dis-
crimination upon ttre basis of race, creed, color, sex or national ori-
gin, in the sale, lease or renhl, or in the use of occupancy of such
land or any improvements erected or to be erected lhereon, and pro-
viding that the Local Urban homesteading Agency and the United
States are beneficiaries of and entitled to enforce such covenanl
The Laal Urban Homesteading Agency, in undertaking 0ris obliga-
tion to carry out he Local Urban Homesteading hogram, agrecs to

take such mcasures as arc nccc&ssry to cnforcc auch covcnants and
will not itsclf so discriminatc.

10. Dlscrlmlnatlon on the Basls ol Haudlcap or Age Prohlbited.
In accsdancc with Section 504 of the Rchabilitation Act of 1973
and thc Age Discrimination Act of 1975, thc Local Urban Home-
stcading Agency strall not cxcludc from participation in, or deny hc
bcnefits of, 0te Local Urban Homestcading Program to any other-
wise qulified person solely by reason of his or her handicap or by
rcason of his r her age.

11. HLJD Acless to l)ocuments lnd Properties

r. The Lrcal Uftan Homesteading Agency agrees to provide the
Secretary or his or hcr designec wi0r access to all relevant r€cqds,
data or information, including, where feasible, access to properties
transferrcd under this Agrecment, in qder o pcrmit HUD to evalu-
ate tlrc Local Urban Homestcading Program and to enforce this
Agreement, including paragraph 4.

b. In addition to the foregoing, the l-ocal Urban Homesteading
Agency specifically agrees to provido acccss !o the Secrctary and the
Compuoller General of the United States a their representatives as
required by 24 CFR ! 590.27.

12. Interests of Certain Federal Olllcials.
No member of or Delegate o the Congess of the United States, and
no re.sident Commissioncr, shall be admiued o any share or part of
this Agrcement or to any benefit o arise from the same, irrluding
any Federally-owned property conveyed pursuant o this Agrecmeat
Standards of conduct for HUD crnployecs are govcnri by 24 CFR
Part 0.

13. Interests ol Local Publlc Oftictelg Employeeq Contractors,
or Agents
r. The Leal Urban Homesrcading Agcrrcy agrces o comply

wi0r tlre praedures regarding csrflicts of interest of iB governing
body, officcrs, and employees which are set fqth in the Handbook.

b. In all its contracts or sgreements wi0t respect !o thc Local Ur-
ban Homesteading hogram. the l.ocal Urtan Homesteading Agency
agre€s to include provisions which are adequatc o prohibit con0ics
of interest by its contracors tr agens, or by the cmployees or agcnts
thereof.

14. Effective Date.

This Agreernent shall bc effective on thc date executed on behalfof
ttp Secrctary, after cxccutiqr m bchalf of thc I-ocality and $c inde-
pendent public agency or qualified community organization desig-
natcd in paragraph l.a, if 8ny.

Secretary ol Houslng and Urben Developmenl:

Regional Administrator or Field Olfico Manager, or CPD Dheaor

Loc!Uty:

Chiel Exeotiw offk)of

Derlgnated lndcpendent Publlc Agency or Qualllled
Communlty Organlzatlon:

By
Chlet Erecutiro olfber

Drb:
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HUD Notification

The Urban Homesteadlng
Program

U.3, Doorrlmcnl ol Hourlno
rnd Urtirn llovotopmcnt -

olffce ol Lrgtshtlon and
Congrerional Relalionr

ftt\1r
l.

The lederally-futtded Urban llomerteadng.Prcgrem lr r nelghbofiood pre;ervalim and revitalization tool which enoourages public and pivab investrnent in
declining urban areae . ln addton, lt prcvHer hofiroownerlhip oppo.t nld.r h there areas by repahirn vacant sbardoned h6ucing.

Vacanl, unrepaired ono- to lour-lenily ledemllywmd qroRe{o ate lan3lerod b Sirbs end unib ol general local govemment het develop hofiresbadng
programs in accordance with HUD'r.requltementr. The localider'programlnust lrrcftrde an equitabb procodure lor Lbaing homesbadors'thal gives a '
priority to lower income lamiliec, r. plan b a!3ltt lho honrostaader h rectftig rehebllitedon finahcing ana the upgrading ol co-mmunity cerviceg ani lacilities in
tre urban homesl€ading nelghboftood.

The homestoader le requlred bnrake opeln b bthg {r prcpeat_up b locd @de rbndardi wihin a apeified peiod ol time not to exceed 3 yeare. The
hom$leeder musl meintoin *q ggcury .tte p.pFry lor d leerl 5 yean onaeortlvely. When tre repair, mainienance and ocanpancy rcquinJments are
m€|, he homosteader receivm full end dc.r tiile b fie property.

3. ln Fiscal Year 

- 

The Depanm€nt o, Houring urd Urban Developrnenl (approvd an Urban Homeebading Program in _
or approwd continuation ol an Urban HomosEading program in

. HUD proviJed in Section 810 funds b reimburse tre
(Federal Horsing Adninistalion'r mortsEgp lmureto tun4 fie Soc.oliry of Agricullur€ andor the S€cr€tery of Veterans Aflairs) lor federalyowned single
hmily houses. There poperties (rvere or wfll be) t mhmd lo hmr.3leader! h (indicate dedgnabd neighborhoodc wihin he UOG.)

4. Maior aclivities hat iupport he U6an Homerbadry Prcgram h indude (see incuuctions on reverso):

For lurther inlormation :

Mcmbota ol Congrcor Data
S€nalor

lorm HUB^{0052 (6-89)
rc|. handbook 64@.1
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Purpose:

To announce the approval and lunding ol States and unils ol general local government by HUD to adminisler Local Uban Homesteading

Programs.

lnstructlons:

lnslead ol announcing programs al tho time of initial approval or approval ol a..LUHA's annual request to coniinue participation, announco'-.

;;il;;; r" i"G pr"i i 
"rih; 

;;J oi rhe liscal year ui6n the. compterion.ot atl acquisitions by a Local urban Homesteading Agency (LUHA).

Due to the lirst-come, tirst-se-rv-Jmeihoa or rrioing lor actuisitiori of individual pr6perties, ainouncements ol full program activity will be

,aa"1o r"f f""r the toial number and cost of properlies acquired lor the liscal year.

The Field ollice Urban Homesteading Coordinator shall complete a Form HUD-40052 lor each LUHA that acquired properties. All HUD'

4oo52,s shall be batched 
"ni 

."nito"ttr. Direaor, uruan ioriejteadilg Program, {eadquarters, no latel lhan the third working. day 9l!9 .

new tiscat vear. A -pv .t "ii6J 
s"n1io rh1 A"gi6nar oiieaoi, CPD. Tie oiiectoi, uruan Homesteading Program, will batch HUD'40052's by

iri,'iiJ" J,',i 
-.J.i in"ii" it 

" 
Assistant Secretairy lor Legislation and Congressional Relations.

No lndlvldual HUD'lo052 ls to be laxod dlrectly to LCR'

1. Prolect Numbar. Enter the project number (i.e,, H89UH420503ALG)'

2, Unlt of Government. Enter the name ol the slate or unit ol general local government lhat submitt€d the apPlication (i.e., Denver,

Colorado or State ol Ohio).

3. Mark through any phrases in parenlheses in the Jirst paragraph that do not describe the lunding activity of the LUHA' and insert the

appropriate unit ot goveffi;,iluoci;;" ino a".-',gn"6J'areaslneighborhoods where homesteading properlies were acquired'

4. The major activities shall include a briel description ol rhe accomplishments lor each neighborhood selected. This may include the type ol

tinancing avaitabte tor homesreading and other cor;;;it ;;r;i;jment aaivity (public 6r private) that has occurred ot is onaoing in the

neighboihood in addition to the homesteading program'
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OMB Aooroval No. 250640.12 (exo.6-3G€9)

tnstructlons lor Updatlng l;i'8,18T'31',fio"J#:ll'no
theOuafteflyPfOpeftyRepOftand CommunityPlannins'andDev€lopment -i1r
The Urban Homesteading Program Managemenl lnlormation System
(UHPMIS) operate3 on a quarterly schedrle. LUHAs submit ProPerty
addition data o HUO on he Homesteadno Property Addition, lorm
HUD.40063. Thedati are pul inlo he eutomabd UHPMIS which generates

two roporB, tre Ouarbrly Prop€rty R€pott and h€ Ouarte.ly Progress
Roport Togeher, lhese two r€ports lreck each ptopefi during he
hom€steading process. HUD sends these two reports to LUHAS accotding
to th€ schedulo m this page.

The LUHAs muct updare the two computer{eneratod reporls quarterly,
marking drecdy on tho prinl-out3 lo shor allchangee in the 6telus o, oa€h
properly. Shorr when action3 hev€ occuned by including dales, dollar
amounta, erc. ProiecOd actionc should not be enl€ld.
Hand-wrile all changer in red dhectly on th€ comPUtor{onoratod!ego.t. To
d.l.l. e deta enry, mstk an'X' arler th€ enry, e.9., 010195 A. Ih"
enry will be removed lrom he nexl reporl To chrng. e data enuy, crosr
hrough the onry andenter the changedirecdy aborc hecrosse4outentry,

o/0t85
e.g F2E1!th. ll here are no changes or updat$, do not sond lhe comPuter
rsports beck lo HUO.

Use a Property Addition lorm (HU0-4m$) only to add any newly acquired
propertie3, or b add any proprli$ not proviously reported.

Send the amended Quartedy R€ports lo:
Dlrcclor, Urban Homcrlcadlng Program
Olllcc ol Urban Rehabllltatlon, CPD
D.p!.lm.nt of HUD, Room 7174
451 7lh Str.ct, S.W,
Warhlnglon, D,C. 204't0-7000
Attn: UHPMIS

Fcportlng Schcdule:
HUO sends to LUHA8 & LUHAS rshrrn b HUO
HUD Field Otlices: Heedquartorg

Oua?t.rly Progrc.. and Propcrly Addltlon forme and
Prop.rly Report. updaled Ouarl.tly Progreae

end Property Rcporr
Oecember 15 January 31
March 15 April 30',
June 15 July 31
Seplember 15 October 3l'

The October 31 .oports must rell€ct all activity hrough the end of HUo's
Fiscal Year (Ssptember 30) lor purposes ol HUD's Annual Report lo
Congresr.

Erplrn.tlon o, th. Column. ln tho Ouertcrly Ptopcrly R.port

1, C!!. Numbcr. The case number originally assigned by the source
agency. The case number can be lound on the closing docum€nts, e.9.,
HUO-9589 lor FHA properties. (See case number lormats on he lnstruc-
tions fo. tho Prop€rty Addition lorm, HUD-40063.)

2. Souica. One o, the tour sources lrom whicfi the ProPerty is obtained:
FHA, VA, FmHA: Any property ecquired by lhe.LUHA from the

Federal Housing Administration, V€terans Administration or the Farm€rs
Home Administralion reEardless of the 3ource(s) ol lunds used lo acquire
the property.

Local: Any non-Federal property acquired with Section 810 funds by
a LUHA participating in he Locel Propeny Urban HomesEading oemon-
stsation or eny subsoqu€nl pfograrn.

3. Addrcu.
.) Slrr.t Numb.t - t0 alphdnumericcharacbrsorlerincluding spacea.
b) Sr. Nrm. - 25 alphdnumeric cheracton ot lear induding spaces.
c) Clty - 20 alpha ctaraaerc or lesc includng spacos.
d) Statc - 2 characterc (uso 36.dard Slalo elpha abbreviation in code

listing on pago 5).
c) Zlp Cod. - 9 numeric ctaracter.. Oo not indude epaces or dashee.

tl. C/ D. lndicato with a'C' il here is a chengo to he pmp€rty dsb. lndcat€
wilh a 'D' if he prop€rty iB b be deleted lrom he Management lnlormalion
Systsm.

5. No. ol OU. Th€ number ol drvelling unils musl b€ numeric,
e.9., 1,2, stc.

6. Oltcr ln g Valuc. The ollering value ol a prop€rly, i.8., lhe as-is value
belore repairr havo boen made, plur clooing cosE. "
7, Flrrl Olfcrlng O.tc. The dale the property was first olr€red lo tho
LUHA. Uso formal mmddyy. '
8. LUHA Acccpl Drl.. ThedateheLUHAnotifiedHUD,VAorFmHA
or lhe owner ol the local proporty that lhe LUHA wants to acquire lhe
property. Use format MMOOYY.'

9. Rcrcrvr Scc. 810 Vrluc. The emount o, Section 810 money
reserved lor acquisition ol he proporty. Thie ie tle arnounl shown on ho
'Verification ol Fund Availability'(Form HUD-40050). which must include
closing cost3. "

10. LUHA Acq. Ottr. Dataotsstdomont(closing)wh€n he property
ia acquired and title is ranslened lo tho LUHA. Use lormat MMDoYY.'

11. Obllgallon. Scc. 810 Valuc. The actual amountol S€dion 810
money obligated lor tho proporty at setdomonl (closing). "
12. Obllgatlonr Non-810 Valuc, The actual emountol all monies
othor than Sec. 810 (other public, private, etc.) obligated al settl€m€nt
(closing). "
13. Tot.l Valuc, This value will be calculated by tho computer.

1{. C.nrut Tr.cl. A smallgeographic statisticalarea defined by local
'census statistical area commitlees' in cooperation with ths Census Bu-
reau. A csnsus tracl covers a population of approximately 4,000 inhabi-
trnts. The 6nsus tracl number consisls ol lour basic digits, and may
hclude a decimal and two addtional digils, o.9., 818.77.

1 5. Enum.rrtlon Dl.lrlct. A geographic area defi ned by fre Census
Bureau lor the purpose ol collecting I 980 data on a nationwide basis. The
size ol an enume.alion disricl(EO) varies and is unique to counties or non-
motropolitan aroas. (These areas do not have bloc* numbers.) The ED is
a rive-charadernumberwhich mayormay nothavg an alpha suffxor prefix
(e.9.,00021, 0O23A, or VlZ34).

16. Block Numbcr. A hrce{igit code unique wihin tr6 cansus tract
orblock numberingarea (e.9., 214). This numberdefines lhe smallest geo-
graphic area for which census data are collecled.

17. Tot.lr. Totals at the end of the Report will be celarlated by h€
computer. The Fiscsl Year S€c. 810 Funding and Remaining Balance will
be lnput by HUD'! Program Aeoundng Systom (PAS). The Remaining
Balance is calculated against aclual S€c. 810 obligations. (See No. 11

aborie.)
Tho lolal propertios ref,ect he numberol properties acquired in previous

y€ars and ror the cunsnt riscal ysar that are on ho reporl. I t doos not includo
all properties that a LUHA has acquired cumulatively that haw b€€n trans-
lered lee simple and subsequently rsmoved kom the report

The tot8l dollar amounts lor previous ,iscal y€ars r€flsct ho cost o,
prop€rties shown on tho report prior to th€ curont fiscal y6ar. lt doos not
include properties alrea{ translened lee simple and removed ,rom tho
rgport

( mm= month , dd- day, yy=year ). Tho date must be a valid date
consisting ol six characters, e.9., 092488. An invalid date would b€
09/88 or 09O0/88.

Use dollars and cents. e.9., $10,280.00.

lom HUD-40063.A (12y88)
rer. handbook 6400.1
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Erplenrllon of thc Columnr ln thc Qurrlc.ly Progrcrr Bcport

1. Cr.e Numbcr. Seme a8 in he Ouartedy Prop€rty Report.

2. Sourc.. Same as in he Ouarterly Property Rsport.

3. Addrcrr. Same as in he Quarterly Property F€port.

4. R/E, ldentity he raciaUetrnic catagory ol lhe homesteader (head of
housshold) with e two digit numorical code.

10 Whito (non-Hispanic)
20 Blad< (non-Hispanic)
30 American lndian or Alaskan Native
40 Hispanic (A person ol Mexican, Puerto Rican, Cuban, or other

Spanish culrure or origin)
50 Asian or Pacific lslander (A person of Chinose, Filipino, Hawaiian,

Japanes€, Korean, Micronesian, Polynesian culture or origin)

5. No. of D.U. Same as in the Quarterly Property Report.

6. LUHA Acq, Dalc. Dateotseldement(dosing)whsnfieproperty is
acquired and lide is translened to he LUHA. Use mmddyy format.'
lmpoilsnl: A propcrty wlll nol .ppcrr on lhl. rcpo,t unlerr thlr
detc l. cntc,cd prcvlou.ly on tha Proprrty Addltlon ,orm or
Ousrt.rly Property Roport.

7. Cond. Convcy Drt.. Tho date the property was tansferred initially
to he homestead€r, conditioned on rehabilitation and occupancy for five
years. Use format mmddyy.' The conditional conveyancs may b€ in ths
lorm ol a lease, contract lor sale, Deed of Trust with condilions, etc.

8. Rcha b. S l. rt Da 1.. The date on which rehabilitation on he property.
began. Use formal mmddyy'

9. Homcrlead Occup. Datc. The date ol actual occupancy by he
homesteeder. This may differ lrom the dato ol he occupancy permit. Use
lormat mmddyy.'

10. Rehab. Comp. D!lc. Th€ date on which rohabilitation ol h€
property is completed, i.e., dat€ ot rinal inspection. uss fomat mmddyy.'

11. Flnal Convcyancc Datc. The dat€ on which he property is
conveyed lee simple to th6 homsstoader. The homesteader has met all
obligations of the Homesteader Agr6omsnt, and the LUHA no longer has a
reversionary int€rest in h€ proporty. U6€ format mmddyy.'

(The Flnal Conveyancc Date must b€ at least hre€ years from he
date id€ntiried in No. I abo\€ for properties trans(err€d lo homesteaders

prior to Docembor 30, 1983. The lerm must bo at loast five years for
properlie6 translened on or afler D€cemb€r 31, 1 983. At the beginning ol
the nerv fiscal year, any prop€rty ,or which the final con\,/eyanca date has
been reporled will be remowd hom he systsm. HUD will no longer track
properties that haw been translened lee simple to homestead€rs.)

1 2. All.rn. l. U rc, Approval by he HUD Field Offi ce Manager for a use
other han homesteading. Briel description of use, e.9., demolished land
sold, uso lor homeless shslter, day care, stc. Thlr lleld may be used
rlro, lo lndlcalc lhat HUD'r Scctlon 810 Eccount wac relm.
burrcd tor r proparly. (Umit to 40 characters .)

13. Speclal Hcmarkr, Brielly provide information on b€ status ol a
property il ciroJmstancos hew prcvented it trom b€ing homesteaded in a
timely manner or il it has been re-homesteaded. (Limit to 40 characters.)

1 4. lnc. lncome Group Code representing tho incomo o, th€ homsstead-
ing family as a p€rcentage of the median incorhe. "lncome'hore refers to
adlusted family income determined on tlo same basis as in the Sectjon 8
prograrn.

Codes (use ono cfteracter)
A = 50"/" and below ol median income
B=51-65%
c=66-8070
o=8t-100%
E = abow 10@/o

1 5. Rchabllllatlon Cort . Scq 31 2. ThsamountolSection 3l 2 lunds
obligated lor he rehabilitation ol he proporty. "
16. Rchabllllatlon Cort . Othcr Pub Fundr. The amount ol non-
Sedion 312 public rundE obligat6d lor the rehabilitation of the property (o.g.,
COSG, State Funds, Bond lssues). "
17. R€hablllletlon Co.t - Prlvalc. The amounl of private tunds
obligalsd lor the rohabilitetion of ho property (o.9., private lender, personal
savings, private loans leveraged wih public funds). "
1 8. Rohabll ltetlo n Co.t . Total. The total will bo computercalqllated.

19. Total.: At he end of he report, the numb€r o, properties and
rehabilitatjon costs are calculat€d by he compuler, and reflectallprop€rties
on tho r€port. (Properties conveyed lee simple priorto lho oJrrentf iscal year
have been removed lrom he report and are nol included in thsse totals.)

' 1 mm- month , dd= day, Wryeil ). The date must be a valid date
consisting ol six cfiaractors, e.9., 092488. An invalid date would be
09/88 or 09/00/88.

" Use dollars and cents, €.S., $ 10,280.00.

Public reporting burden lor ttris collection o[ informalion is ostimated to avorago 3.38 hours per response, including ths time ,or reviewing
instructjons, searching existing data sources, gathering and maintaining he data need€d, and completing and reviewing he collection ot
information. S€nd commenls regarding his burden estimate or any oher aspect of his collection o, informetion, including suggeslions lor
reducing this burd€n, to the Reports Management Oftficer, Office ol lnformalion Policies and Systems, U.S. Department of Housing and
Urban Developmsnt, Washington, D.C. 20410-3600 and to the Oflics ot Management and Budget, Papenaork Reduction Proiect (2S6-0042),
Washington, O.C. 20503.
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Slandrrd Numcrlcll Codor lor Rcglonrt Olllc.., Flcld Otllccr .nd Slrlc. !nd St.t. Abbrcvhllonr

R.glon

ol Bosbn

02 New York

03 Philadolphh

04 Adantr

05 Chicago

06 FtWonh

lo Soatdo

Fl.ld Oltlc.

06 Boslon

26 Harltod
06 Bulfalo
36 NewYoil
39 Newark
48 Cadbboan

06 Baltimore
26 Phihdelphia

28 Pinsburgh

36 Richmond
39 Washington

37 Linle Roc*
48 New Orleans
56 Oklahoma City
59 San Anlooio

16 lGnsas City

16 Loi Angolei
39 San Francisco

t6 Pordand

19 Seatde

Strt.

23 Maine
25 [tlessechusetts
3i! New Hampshire
44 Rhode lsland
50 Vermont
09 Connoclic{t
36 New Yo*"
36 New Yotk"
34 Nsw Jersey
6l Canal Zone
72 Puerlo Bico
78 Virgin lrlandr

tt/hryland"
Delaware

Virginia"

Slrl. Abbr.Y.'

Penneylvania"
Pennaylvanh"
West Virginia

21
't0

12
42
54
51

ME
MA
NH
RI
w
CT
NY
NY
NJ
PO
RO
vt
MD
OE
PA
PA
wv
VA
DC
MO
VA
GA
AL
sc
NC
MS
FL
KY
TN
IL
OH
MI
IN
wt
MN

NM
TX
AR
t
OK
TX

KS
iro
IA
NE
MO

co
MT
NO
SD
UT
WY

HI
AO
GO
TO
CA
CA
A;Z

NV

ID
OR
WA
WA
AK

07 lGncas City

26 Omaha

08 Denver

36 St. Louir

99 Denver

09 San Frandgco 08 Honolulu

06 Allanla
09 Birmingham
16 Columbia
19 G.oen3boro
26 Jaclson
29 &ckconville
36 Loulrville
37 Knoxville
OB Chicego
'16 Columbu3
28 D€roit
36 lndianapolis
39 Milweuke€
46 Minneapolis/SL Paul

t6 Fl. Wortr

11 DistrictolColumbia
24 lvlaryland"
51 Virginia"
13 Georgia
0l Alabama
45 Souh Carolina
37 Norlh Carolina
28 Mississip6i
12 Flo.ida
2t Kenn cky
47 Tenn$r€e
lT lllinoir
39 Ottio
26 Michigan
't8 lndiana
55 Wisconsin
27 Minnesota

35 New Mexico
48 Toxa."
05 Arkansac
22 Louisiana
40 Oklahoma
48 Texar"

20 Kansaa
29 Missouri"
l9lowa
3l Nebraska
29 MiEsoud"

08 Colorado
@ Monlana
38 Norlh oakota
46 Souh Oakote
49 Uiah
56 Wyoming

15 Hawaii
6O American Samoa
66 Guam
75 Pacific Trust Terdtorios
06 Calilomia"
06 Calibmia"
04 Arizona
32 Nevada

16 ldeho
Oregon
Washington"
Washington"
Alaska

41

53
53
02

. 
The SAr Abboyldbn mult matct the Federal lnlormadon Processlng Standard (FIPS) Code.

" lndicater rlalc lr ln mlldple Field oficer.
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APPENDIX 7
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Appendix B

Urban Homestead 1ng Proiect Nunbers

UHPI4I SReoion

I

Boston Reqional 0fflce (06)
--Joston, l4A

Springfie'ld, itA
Lclrtnce, HA
Haverhill, ltA

Hartford 0ffice (26)

-a-rtfoFA-3rller Haven, CT

II
flew York Re onal 0ffice (36)

ree por t,
Hempstead, tlY (Village)
I s'li p, NY

Hassau County, NY

New York City, XY

Eabylon, NY

Brookhaven, [Y
Yonkers, NY

Hempstead, xY (Town)

Newark 0ffice (39)
Jersey Ci ty, NJ
Newark, NJ
Plainfield, l{J
Paterson, NJ
llt. l.tol ly, llJ
Camden, NJ
Trenton, ilJ
Eridgeton, NJ

Buf fa'lo 0f f i ce (06)
Rochester, llY
Buffalo, ltY
Syracuse, llY
Niagara Fal'ls, HY

H-89-UH-25-000 IB0S
H-89-UH-25-0002S Ft)
H-89-UH-25-0003141{
H-89-UH-25-0004HAY

H-89-UH-09-000 lHTF
H-89-UH-09-0002XHlt

H-89-UH-36-050 lFRt
H-89-rJH- 36-0502YH8
H-89-UH-36-0503 ISL
H-89-UH-36-0504 NAS

lt-89-UH-36-0505N YC

H-89-rJ H-3 6-05068A8
H-89-UH-36-0507 BRo

H-89-U H-3 6-0508Y0N
H-89-UH-3 6-0509TH8

H-89-UH-34 -0001J8i(
H-89-UH-34-0002il llK
H-89-UH-34 -0003P1F
H-89-UH-34-0004PAT
H- 89-UH-34 -0005r.tTH
H-89 -U H-34 -0005CAr'l
H-89 -UH-34 -0007 TRN

H-89-U H-34-00088RG

H-E9-UH-36-000 1R0C
H-89-U H-36-00028U F
H-89-UH-3 6-0003SY R

H-89-UH-3 6-0004N FS

RAU/PAS

HS6UHO9OOOlHTF

H86UH36O5O1FRE
H86tJH3o0502YHE
H85UH360503ISL

H88UH360506848
H86UH3605078R0

H86UH3605O9THE

HA9UH34u006CAH
H88UH340007TRil
H88UH34OOO8BRG

H89UH360004r{FS

3/eo
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Baltirlore 0fflce (06)
8a I ti more, itD

Re q'i on

Carlbbean 0fflce ({6)
Sayarpnr PR
Celba, PR
Ponce, PR
Sch rluan, PR
llaguado, PR

III

Richmond 0ffice (36 )

UHPMI S

H-89-UH- 7 2-000 IBAY
H-89 -UH-72-0002CE I
H-89-UH-72-0003P0N
H-89-UH- 72-0004SAil
H-89-UH-72-0005NAC

H-89-UH-24-000lBAL

H-89-Uit-42-050 I BRD
H-89-u H-4 2-0502MCK
H-89-uH-4 2-0503A1G

H-89 -UH-51-0001NEi{
H-89-uH-51-(,ro02RI C

H-89-uH-5 1-0003RK8
H-89-UH-s 1-0004JCC
H-89-UH-51-0005DAr{
H-89-UH-51-0006YST
H-89-UH-51-0007 P0R

H-89-UH-42-000 IPHL
H-89-UH-42-0002Y RK
H-89-uH-42-00031E8
H-89-uH-42-0004sHA
H-89-uH-42-00071U2
H-89-U H-42-0008!rBR
H-89 UH-42-0009PTV
H-89-UH-42-00l0Su N

H-89-UH-4 2-00 1 I NAil
H-89-UH-4 2-001 2ATr{
H-89-UH-10-0001HI L

rH-85 -uL-4 2-00 l3HAR
H-89-UH-42-00 i4CHE
H-89-Ud-42-0015uE1

RAD/PAS

H88uH72000ltsAY
H89u H72000zCE I
H88UH720003P0N
H88IJH72OOU4SAN
H89UH72OOO5NAG

HSSUH42OOOIPHL

H88UH420012ATI
H86rJH100001t{IL

*H85UL42OOI3HAR

Hd9uH420014CHE
H89UH420OI5DEL

H89U H4 20502,'lCK
H89UH42O5O3ALG

H89UH5 l0001xElt
H86UH5 10002RI C

H86UH5 lUOU3RKE
H86UH5 10004JCC
H8 6UH5 I OOO5DAN
H86UH510006YST
H8 7UH5 10007 P0R

'n"i*il3l:irli::'Fi' o"'.",",
York, PA
Lebanon, PA
Shamokin, PA
Luzerne County, PA
l{i I ke s-Barre, PA
Pottsvil'le, PA
Sunbury, PA
tlanti coke, PA
Al 'len torn, PA
t{ilmlngton, DE
Harrisburg, PA
Cnestcr, PA
0elaware County, PA

Pittsburgh office (28)
@

l.'lcKeesport, PA
Allegheny County, PA

Itewport flews, YA
Richmond, YA
Roanoke, YA
Jarns City County, YA
Danville, YA
Stat€ of Yirginla
Portsmouth, YA

t{ashi ngton, DC (39)
Prince George 's County, t'lD H-89-UH-24-O50IPGC HB9UHZ40501PGC

3/eo



Regi on

IY

At'lanta Regional 0ffice (06)

- 
Atlanta, GA

Decatur, GA

OeKalb County, GA
tlarner Robins, GA

S ta t€ o f Georgl a
.Savanna h, GA

Elrminqham 0ffice (09)
#

Eirmingham, AL

Columbia 0ffice (15)
--TnAErJo-n-c

Columbia, SC

Greenville CountY, SC

Jacksonv'i11e 0ffice (29)
Palm Beacn CountY, FL
Pine'llas County

UHPMI S

H-89-UH-13-000iATL
H-89-UH- 13-0002U8C
H-89-UH-13-000308K
H-89-UH-13-0004|lAR
H-89-UH-13-0005G80
H-89-UH-13-00065AY

H-89-UH-45-000 tAN0
H-89-UH-45-00U2C01
H-89-UH-45-0003GVC

H-89-UH- 12-000 1P LB

H-89-uH-12-0002P I N

H- 89-UH- 12-0003STP
H-89-UH- 12-00040A0
H-89-UH-12-0005Tl'lP
H-89-Ud- I 2-00068R1{
H-89-UH- 12-0007 JAX
H-89-UH- 12-0008PMB
H-89-UH- 12-0009H I L
H-89-U H-12-00 1oFTL
H-89-UH-12-00 1 lLEE
H-89-UH- 12-00 12P EN

*H-85-UL-4 7-000 1KN0

H-89-UH-4 7 -0002SHY
H-89-UH-4 7-0003cTN
H-89-UH-47-00 04NA5

H-89-UH-21-000 lJcK
H-89-UH-2 1-00021YK

*H-85-UL-21-00021Y K

6300"1 REV-I

RAO/PAS

H89UH13OOO IATL

H89UH130005GEo
HS9UHI3OOO65AY

H88UH4 5 OO() IAND
H89Ui4500U2C0L
H89UH450003GYC

H89UH1 20001P18

H88UH1 2OOO3STP

H88rJ H12001)40A0
H89UH i 2 OOOsTMP

H89uH120006BRh
HE9Url120007JAx
H8 9U H120008Pl'iB
H89UH120009ii IL
H88uH12001oFTL
H89UH I2UO1 ILEE
H89UH120O12PEN

*H85U1470001KN0

H89rJH470002SHY
H89uH470003CTN

H89rJH2I0001JCK
H89UH2lOOO2LYK

rH85UL2 1 OOO2LYK

3/eo

H-89-UH-01-000 lBHA HSgUHOIOOOlBHA

St. Pe tersbur
Dade County,
Tampa, FL
Broryard County, FL
Jacksonvi 1'le, FL
Pompano Beach, FL
Hi 'l I sborough County, FL
Fort Lauoerdale, FL
Lee County, FL
Pensaco'la/Escambia Co., FL

Knoxv'i1'le 0ffice (37)
Knoxvi I le, T N

S he 1 by Coun ty , Tll
Chattanooga, TN
Nashvi I le, TN

Louisvi'l'le 0ffice (36)
Jefferson County, KY

Loui svi 'l I e, KY

9, FL
FL
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Harvey, IL
Oecatrr, IL
Rock Island, IL
Aurora, IL
Kankakee, IL
Springfield, IL

Columbus 0ffice u6)
Cincinnatil 0H
Cleveland,0H
Columbus, 0H

Detrolt Office (28)

Erst 5t. Louls, tL
Jollet, IL
Rockforrl, lL

Benton Haroor, l,ll
Hi ghl and Park, l{I
Fl int, itl
Saglnaw, HI
Detroit, HI
Port Huron, tll
lladlson Heights, t{I
Hazel Park, l,ll
Jackson, l.lI

UHPHIS

H-a9-uH-17-000lcH I
H-89-uH-t7-00028s1
r(-89-UH-t7-0003J01
H-89-UH-17-0004R0c

*H-85-UL-17-0004R0c
H-89-uH-17-0005HAR
H-89-UH-1 7-0006D8C
H-89-UH-17-0007R0 I
H-89-UH-17-0008ALtR
H-89-uH-l 7-0009KAN
H-89-UH-l 7-00 10sP0

H-89-UH-39-000tCI r
H-89-UH-39-00u2cLE
H-89-uH-39-0003c01

*H-85-UL-39-0003c01
H-89-r,H-39-0004uTN
H-89-UH-39-0005T1D
H-89-UH-39-0005YGS
H-89-UH-39-0007AKR
H-89-rrH-39-0008t{RN
H-89-UH-39-0009ATH
H-89-UH-39-00 l0xEN
H-89-uH-39-001 rP tq
H-89-Uil-39-00 l2M0N
H-89-UH-39-00 I 3STU
H-89-UH-39-00l4ELP
H-89-UH-39-001 5cAN
H-89-UH-39-00l6sPG
H-89-UH-39-001 TcuY
H-89-uH-39-00l8FRA
H-89-uH-39-00191II,t
H-89-UH-39-0020sT0

H-89-UH-26-000188N
H-89-UH-26-0002HPK
H-89-UH-26-0003Fl I
H-89-UH-26-0004sAG
H-89-UH-26-000sDET
H-89-UH-26-0005PTH
H-89 -U H - 26 - 00 0 7 tiritT
H-89-UH-26-0008H2P
H-89-uH-26-0009JAc

H89UHl 7000rcHI
H89UHl70002ESL
H89UHl70003J0L
rr89uH170004R0C

*H85U1170004;r0C

HS9UHTTOOO5HAR
H89UH170006DEC
H89UH170007R0I
HSSUHITOOOAAUR
H88UHl7OOO3KAN
HA9UHITOOlOSPD

RAD/PAS

HA9UH39000lCI r{

H89UH390002CLE
H88rJH390003C01

iH85u1390003c01
H89rJH390004DTr{
H88UH39OOO5TLD
H89UH390006YGS

H89rJH390008tiRN

H89UH3 90012t't0N

H89UH390015CAr{
H89UH39OO I65PG
H69UH39001 TCUy
H88UH39OOI8FRA
H89UH3900191 Itl
tr89uH390020sT0

H89UH26OOO3FL I
H89UH260004SAG
H86UH26OOO5DET

Regi on

U

Chlca oRe ional Off (06)
9lgo,

Day ton, 0H
Toledo,0H
Youngstown,0H
Akron, 0H
l{arren,0H
Athens, 0H
Xenia,0H
Piqua,0H
ilontgomry County, 0H
Stubenvl I le, 0H
East Llverpool, 0H
Canton, 0H
Springfield,0H
Cuyahoga County, 0H
Franklln County, 0H
Lima, 0H
stat€ of Ohio

3/eo

H8euH260009JAc



Reqi on

Detroi t 0f f ice (contlnued)

-Lansi 
ng, l'll

Genessee County' lll
Grand Rrpldrr lll '

hestland, l,ll
lnksttr, llI
f,alauzoo, l{I

lndianapolis Office [351
-- Ga-y, Ilt

Indianapolls, Ill
Soutn Beno, Ill
Terre Hatue, lll

Lrke County, Il
l{inneapolis 0fflce (46)
@

St. Paul, l{N
I'loorhea<1, l{N
Dul uth, l.lN

Dakota CounU, Illl
St. Cloud, I'll
Anoka County, !4N

Stat€ of l{innesota
Ada, l{N
Argyl e, lll{
Fertile, l{il
Fosston, Hil'
Crookston, llN
Red Lake Falls, l{l{
Pennington County, l{}l
Alvaredo, ilN

Rochester, llN

l,ti lraukee 0f f i ce (39 )
I.li Iraukee, l{I

Racine, l{I
Kenosha, llI

UHPMI S

H-89-UH-25-00 l0LAlt
H-89-UH-26-001 lCEC
H-89-UH-26-00 lzGRR
H-89-UH-26-00l3llEs
H-89-UH-26-0014 IXK
H-89-Ulr-25-0015K4L

H-89-UH-1E-O001GAR
H-89-UH-18-0002I XD

H-89-UH-t8-0003s 8ll
H-89-UH-18-0004T8R

rH-85-UL-18-0004T8R
H-89-UH-18-00051KC

H-89-UH-27-000ll'lPs
H-89-UH-27-0002sTP
H-89-UH-27 -0003tlHD
H-89-UH-27-0004DU1

rH-85-UL-27-00040U1
H-89-UH-2 7-000504K
H-89-UH-27-0006sTc
H-89-UH-27-0007AK4

H-89-UH-27-0008A04
H-89-UH-27-0009ARG
H-89 -UH-27 -0010F8R
H-89-UH-22-001 lFoS
H-89-UH-27-0012CRo
H-89-UH-27-00I 3RLF
H-89-tJH-27-00l4PEll
H-89-UH-27-00 I sALY
H-89-UH-27-00r5R0c

H-89-UH-55-00011'll L
iH-85 -UH-5 5 -000 ll.lI L

H-89-UH-55 -0002RAC
H-89-UH-55-0003K8[

6300.1 REV-I

R,AD/PAS

H89tJH2600101Ail
H8gtJH2600l IGtC
H88UH2600l2cRR
H86uH250013il8S.
H89UH260014lllK
H89UH260015KAL

H88UHl8000lGAR
H89rJH 180002Ir{tl
H88UHI8OOO3SBil
H89UHt80004TER

rH85UL180004TER
H89UH180005LKC

H89uH27000lHPs
H89UH270002STP
H86UH270003ttHU
H89UH27OOO4DUL

rH85UL270004UUL

H88UH270005DAK
H88UH2 7r)006STC
H88UH2700074t$

H87UH270008ADA
H86UH27OOO9ARG
HS6UH2TOOIOFER
H86UH2700uFoS
H89UH27001egRo
H87UH27OO13RLF
H86UH27OO14PEN
H86UH2700t5ALY
H88UH2700l6R0C

H89UH55000lt{I L
rH85UL55000lMIL

H89UH550002RAC
H88UH550003KEll

3/?g
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Re ql on

YI

Ft. Horth Reglonal Offlce (16)ffi
College Statlon, TX
llou3tonr Tx
Ft. lJorth, TX
Lubbocl, TX

ller 0rleans Offlce (48)

Des l,loines,
Sioux Ci ty,
Davenport, I
Eloomfiel d,

UHPMI S

H-89-UH-{8-000lDAL
rH-85-UL-48-0002C1S
H-89-UH-{8-0002H0u
H-89-UH-48-0003FTtr
H-89-uH-{8-0004LrJB

H-89-UH-22-0001S'{Y
H-89-uH-22-00021rH0

H-89-uH-40-0001LAll
H-89-UH-40-000zTuL
H-89-uH-40-00038 N I
H-89-UH-40-0004sHA
H-89-uH-40-000s0(L

H-89-UH-29-000 tKCr,t
H-89-UH-20-0002T0P
H-89-UH-20-0003KcK
H-89-UH-29-0004STJ

H-89-uH-29-050 lsTt
H-8e-uH-z4-oaorJii
H-89-UH-29-0503P I L
H-89-UH-29-05048ER
H-89-UH-29-0505F8R
H-89-UH-29-0506110R
H-89-UH-29-0s07PAG
H-89-UH-29-0508YE1
H-89-UH-29-0509v I il
H-89-UH-29-0s l0H I L
H-89-UH-29-0sUsTc

H-89-UH-31-000r0MA
iH-85-UL-3 r-00010t{A

H-89-UH-19-0002UStl
H-89-UH-19-0003scY
H-89-UH-19 -00040YP
H-89-UH-3 1-000581H
H-89-UH-3 l-0006C{E

RAD/PAS

rH85UL48000zCLS

H89UH480002H0rJ
H89UH480003FTlt
H89rrH480004LUB

H89UH22000lSHV
H89UH220002rtlto

H89rJH400001LAll
HE8UH400002TrrL
H89UH4000038il I
H89r,H400004SHA
H89rJH4000050K1

H89UH29000lKCM
H89UH200002T0P
H89UH200003KCK
H89UH290004sTJ

H89UH290502JEr{
H87UH290503PIL
H89UH290504BER
H86UH29O5O5FER
H86UH290506N0R
H87UH29O5O7PAG
H86UH29O508YEL
H86UH29O509YIN
H87UH29O5IOHIL
Hq6uH2905llsTc

!eguxrroooloilA
*H85u13100010t'tA

H89HU1g00020Sr,l
H89UHl900035CY
H89UHl90004DVP
H86UH3l0005BLr'l
HBSr'H3l0006CRE

5hreveport, LA
ltew Orleans, LA

0klahoma Clty Office (56)
La*tbn,-OK-
Tulsa,0(
Enid, 0K
Shawnee, 0K
Oklahoma City, 0K

San Antonio 0ffice (59
San Antonfo, Il

YII

(ansas Ci ty Reqional 0f f ice (l5)
' Topeka, KS

Kansas City, KS'
St. Joseph, t{0

St. Lguis 0ffice (36 )

H-89-UH-48-050 lSAr{ H89UH48050lSAil

SE-IouTs f6ity), I'tO
Jennlngs, ll0
Pine Lawn, l{0
Berkeley, I'10

Ferguson, tlO
ilorthroods, l,l0 '

Pagedale, l,l0
Yel da Yi I lage, l{0
Yinl ta Park, ilO
Hi I I sdal e, t'10

St. Louis County, ilO

0maha Offlce (26)
ffi-rE

IA
IA
A
liE

3/go

Creighton, [E



---TheroEEe, fA
Eldora, lA
Oelrein, IA
Crofton. llE
South Sloux Clty, IE
Stuart, IE
Yerdi gree, llE
Ranrlol ph, t{E
Atli nson, llE

Regi on

Omaha 0fficq Gqg1geEI

UHPI{ I S

H-89-uH- 19-0007CHt
H-89-UH-l 9-0008E10
H-89-UH-19-0009081
lr-89-uH-3 l-0010cR0
H-89-UH-31-001 1sS5
H-89-UH-3 1-00 l2STU
H-89-UH-31-00 l3vER
!r-89-UH-3 1-0014R4N
H-89-UH-31-00 lsATK

H-89-UH-08-0001D8N
H-89-UH-5 6-0002|iY0
H-89-UH-49-0003s1c
H-89-UH-49-0004S41
H-89-UH-30-00058 IL

H-89-UH-06-000 1oAK

H-89-UH-04-0002PHE

H-89-UH-05-0501cMP
H-89-UH-06-050210s
H-89-UH-06-05031AC

H-89-UH-53-050 lTAC
H-89 -U H-53 -0502YKM
H-89-UH-53-0503SP0
H-89-UH-53-05041GY
H-89-UH-53-0505RH1

H-89-UH-4 1-000 1P0R
rH-8s-uL-4 1-0001P0R

H-89-UH-4 1-0002SA1
H-89-UH-4 l-00038UG
H-89-UH-41-0004l'luL
H-89-UH-4 1-0005C1A
H-89-UH-4 1-0006MA1
H-89-UH-16-000780 I

6300.I REV-I

R,AD/PAS

H88uH190007CHE
HSStJHI9OO(,SELD
H88UH190009081
H86UH3l0010cR0
H89UH310011SSS
H88UH3IOOl2STU
H88UH31OO T3YER

H88UH310014RAll
H88UH3lOOI5ATK

H89UH080001DEtt
H89UH560002t{Y0
H89uH490003sLc
H89UH49OOO4SAL
H89UH3OOOU5B IL

H89UH040002PHE

H89r,lH530502YKtt
H89UHs30s03SP0
H88UH53O5O4LGY
H89UH53O5O5RHL

H89UH4 IOOOIPOR
iH85UL4 10001P0R

H86UH4 IOOO3EUG
H88UH4 l0004MUL
H86UH4 10005C14
H88U H4 lOOO6MAL
H89UHI6000780 I

YIIT

Oenver 0fflce (99)
Denver, C0
State of t{yomlng
Salt Lake County, UT
salt Lake city, ul
Bi I lings, l,l0

TX

n Fran i sco Re ional 0ffl (3e )

an
Phoeni x, AZ

Los Angeles 0ffice (16)
Compton, CA

Los Angeles City, CA

Los Angeles County, CA

x

Seattle Re ional 0ffice (19)
acoma,

Yakima, HA

Spokane, IA
Longview, HA

Ri chl and, h'A

Portlan<l 0ffice (16)

-T-oriTand,-DR
Salem, 0R
Eugene,0R
I'lu'l tnomah County, 0R
C'lackamas County,0R
l{a I he ur Coun ty , 0R
Eoise ID

The 1I localities that participated in Ehe Local Property Urban Homesteading
DemonsEration are identified by an asterisk (*). The Eiscal Year 1985
project number for these localit,ies is in both Ehe UHPMIS and the PAS to
reflect the obligation of funds through a letEer of credit, in EhaE, year.
Since additional funding hras not authorized for the Demonstrat,ion past
1987r these localit,ies will cont,inue to have a Fiscal Year 1985 projecE
number.

3/eo

*



6400.1 REV-]
APPENDIX 9

FZII
I
6
0
0

F
ao-FI
F
U
rF-o(,
oZ
o-
=E
J
-o
I
U
el

t
t,
tI
o
]
U
o
I
a
3,
o
I
0
!a,
o
I
l}
o
F
t
Ut
F
3
I
!
o
aj

!
F

o

i;ii
-

u,
la

Q
t
J
!
J
a

o
o
a,
L

F
2
lr,
I,
9
U'o

!
r,

|J
U)

Ir
F,
U
n
G
5
I

f

o
o

a
U
ot
l
Z
F
a
t,
t
2I
5n

!iii!i
+?

5
I
E

t
a

!

o
U

o
C
I
a

Jt a<ft

E:!
2
f

i :r'iri
= 

tr-
igiuav

o

o
ll,aa

t,

I
aIct

ll
ts
l,
JIa
o
3
a
o

o
U
t,I
U:
I

a

=

-
JI



6400.I REV-I
APPENDIX 10

d
d

i
I

I

I

I
a
c

t
o;
6I
a,
o
!
3
f

I

-
ili:

:
a
o

c
t
I
a

!
a
a,
o
a,I

o
I
tra-
JO!ob-

Ia
a
I
fII
I

!a
a
I
3
9I

!

a
II
9,,
a'

a

a,a
3
a
ll

J
uI
I

a
a,
3
3t
U

D

t)c
:e:
ei:

a
3
I
a
It
a

,
JI
a
o
a

I
a
2

ilr
lls

I
t
a

{t
I
I
t
I

oato
t
(a

t--
-IJ-.r
;z
IHoriJ<
J.!ecil

3Et!too-tF.=
6{
lb: i.riirzoo
>C'
ge
!t
:er=ii
+i
.?E

c,lr
-,

o
o
Itaa

a

Ia
,,
ot



6400.1 REV-I
APPENDIX 11

u.l Dltltrrlxl ol t{ouitxg AxD ut!^x Dtv:lorr[HI
TuNDl tIlEnvATroN Ax) coxTtAcr AUT]loRlTY

r a lllrl. rru roorlll ot ,toJacl lolrlrtrcrllox

Veterans Adninistration
Cityr SEate

a. ,lOJltt COrtar(!, ll. Or
,vtcirll otD:r rurll,

H89UH480002HOU
I orlS o, lrarrr.rror

at6tt, D.D 6a 1..,)
0e/2t/6e

t tltl,iY^llOt tUsttt

uH-IO-89

.. Llr.a. a|lo trlLf o7 tourca oTrlclt
Lew Haw
Urban Honresteadinq Coordinator

UNDIX lt{ r

atriortratror ot ,uxD 3vnloL
 

coltctxtlt
COOC

I

aua-
c

oaJC c'l
L A13

COOC
C

tllc tvallorl
out!t axDtxc

o

lxcrE att
(Aocnott 1

T

xE'l
AxOurl

j

86X0I7I sll,254.00 sll,254.OO

T'RBAIiI HCX{ESTEADING PROGR,A}I

Citv of Houstonr Texas
Acklress

x:r lorALS $r1,254.OC slI,254.m
a. ?UnPOtt OF lHll ACf IOX (Clccl lpplicoblc Boitt))

e. ffil rNrTlAL REsEFrvATtoN
e. I INcREaSE gta, lDectoo<c) RESERVATIOx (.laealaest.Tra]rr
c. f] cANcEL iEsERVATtoN (8ro.l.r laouat ia 5E)

D. f-'l ExEcuTE. AMENo oR warvE coNTR^cr

,

O:.tCi rrl ror oi ?loJC C?

To reimburse VA for property at
(address and Case No. )

,a. coxttacr corortroxt (rr r/)

a.. Orll (1o., Dot 6A Y..,)
09/2t/8e

tt. 3r6xrlurE or 30urcc oTTlcar

t. ro tt corPLtrcD tY ollclx^Tlr.G of tlcc
accorrcxoAttor{ aiD au?xOrlt allox (ll llcountt):

ln lccorJcacr rith rurlrcriry vrat.d in or Jrlo;otrd to thr urdrrri.rod; la:oarrqrracr ol rrcririrar oal roquirraritt cf.rrli'
crbh h-; yndrr Jociricat ol rrccri r;orJia; rfir Troirct, t.ar.n idonrilir. ia !bcl l! rlo'r; od rirh dotrrniact,ca lhcl
dro lcrilnr in !locl Soro in thr 2ublic iatrrttl. thcrr ocricar orl roctrnra.o. oad ovrhorirod [ororitlr:
a. tfcorsErofD

a. o lt lac^th. D.r a 1...)
oe/22/8e

trl!t
Director, CpD

.uri0rlaE9 (t,a{rrat

Orlt (IrrA. D.r a f.u) tlt!a

C. OrtrCtll. artlt ta!art3 Orll' (r-,i. o.f oa J..rt

10. ;ot lccouxrtxc u3c oxLY

l-l ruxos AvATLAELE l-'l eesgaverroN lEcoRoED oR ADJU3TSD lo AxouNr 3HowN rN 3F

RAD ( ) Dor

?rvlu lalrl.i ar Olrobto lruDrrt (>16,
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INSTRUCTIONS FOR PREPARING FORI4 HUD-718 FOR THE URBAN

HOMESTEADING PROGRAH

NOTE: A HUD-718 must be completed and prevalidated by the RAD or OFA

before the orooertl-Ts transferred to the State or unit of loca'l
governhent or deslgnated LUHA.

Elock Number
on HUD-718 Instructlons

IA Enter the name of the Federal Agency or loan fund to be
reimbursed from the Sectlon 810 fund for the property-

18.

HUD/Federal Hous'l ng Admi ni stration ;
Farmers Home Administration;
Veterans Administration; or
Section 312 Loan Fund

Enter the project number (without spaces) assigned to
the State, or unit of general local government or
deslgnated Local Urban Homesteading Agency.

Example: H88UH480002H0U

Enter the date prepared by the originating office.

Enter the number of this action asslgned by the
originating office for their use.

2

3

Suggested format: UH-l-88

UH (Urban Homesteading prog
1 (consecutive number begi

year)
88 (app'licable fiscal year)

ram initla'ls)
nning with "l" each

4

5A

Enter the name and tlt'le of the person responsible for
preparing this form. (This ls usually the Urban
i{omesteadi ng Coordi nator. )

Enter "86X0171" which ls the appropriation symbo'l for
the Urban Homesteading Program.



6400.I REV-I

APPENDIX 11

tlOTE: In thls area type thls rddltlonal lnformatlon:

r. Urban Homesteadlng Progmm

b. llame of LUHA (thls relrtes to the Strte,
general local government responslble for
Homesteadl ng Program) :

Clty bf Houston, Texrs
llontgomery County, 0hlo
St.te of Y.vomlng

to relmburse (FHA, VA or
Homesterdlng property !t
case no.l.

or unlt of
the Urban

58.

5C.

50.

C'9' t o
o
o

e.9. o

c. Address of LUHA:

Leave blank.

Leave blank.

Leave blank for the lnltlal rescrvatlon for a property.
For a revlslon to an exlsllng reservatlon, show the
anount ln column 5F of the last HU0-718 processed for
thi s property.

Enter the amount of the lnltla'l rescrvatlon for the
property. Enter lncreases to erlstlng reserva!lons
xithout brackets and decreases wlth brackets.

The rmount ln column 50, plus lncrcases ln colur.rn 5E or
decreases ln column 58, equals the anount to be entered
ln 5F.

Check the appioprlate box.

Enter a descrlptlon of actlon for whlch funds arc belng
reserved.

5E

5F

6

74.

FmHA)

Iadd r
for Urban

ess lnd

o lncrease (or decrease) reservatlon to
relmburse (FHA, VA or FmHA) for Urban
Homesteadlng property at [rddress
and case no.].
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g crncel.reseryation to relmburse (FHA, VA or
FrnilA)for Urban Homesteadlng property at
[address and case no.].

8A. Oate of slgnrture.

88. Slgnature of lndlvldua'l named ln ltem 4.

9A. Reconrnended by (or concurrcd on): (lf apProPrlate)

98. Date, Title, lnd slgnature authorlzlng thls rctlon
(e.g. Dlrector' CPD)

9C. Leave blank.

(after completlon) SEiID HUD-718 TO RAD or OFA, as appllcable, foi '

preval ldation of funds.



mBAll tloHEsTEADItfc PRocRAll nnD coNTRoL pRocEDUr,ES Flovchart

A. Hou Urban llomrtcading Punde Arc Asalgned.

start
R.O. Sub-Aaclgne
Funds to F.O.ta
vla HUD-185.1ta

quarterg
CPD Budget
Staff Preparee
HUD-I85 r s

GAOD

Rccorda R. O.
Asalgnnente
ln PAS

Fundl Plan

rB
Progreu Staff
Prcparae
Sec.8l0

R.AII Rccorde
Sub-Aealgnucntc
ln PAS

toB
Agreenent
tlne only)
Returna to
P.o. /cPo

tea
(one
and

rtlGr

LUtLA Hay
Requcat
and
Acqulrc

Approval Letter and
HUD-40051 (ASrceoent) r
or Subacquent Annual
Approval Letter to
LUHA.

Ponrarde Copy
Agreenent to
RAD and
Headquartcre
CPD

F.O. CPD

I, OlttlA

E8
Uts
HXF

rEts<tulP



B Hon urban Honeeteading Funds are Reserved for Speclflc Propertlea'

>OlE,trFOo
r{Oz.UP
HXFr{H<NI

P

Star
Funde

Avatlablc

Funds Not 11ab1e

Go to C.

F.O. /cPD
Sends CoPY

HUD-718 t
LUHA and
Federal
Agency
(FHA, VA,
or FutlA)

e s
HUD-40050 to
F.O. /cPD

Determlnes
he AvatlabtlltY

RAI)

of Funds

Separate HUD-718
for Each ProPertYr
Attachee LUHA'e
HUD-40050 and
Sends to RAD

Prepares.0.

For ProPerty and
Sends Executed
HUD-718 to F.O./
CPD (5 calendar

rvca

RN) cntcrs anount
tn PAS



\

C. Urben lloacrtcedlng Propcrty Cloalng.

fca

HtD-Fll Tranafere

VA end Pnf,A ?ranefcrs

E}II'

FllA Fonrarde Copy
lltD-9589 and HUD-
ro F.O. /CPD

F.O./CPD Attacheg
Copy of Executcd
lltrr-718 to HUD-9589
and HtlD-l and Senda
to RAD

RAD Rccorda Actual
Tranafcr Auount ln
PAS

RAD sends
SF-lOBl and.
closlrg docrF
rrEnta to OFA.'Sec. 8lO E\md
relnhrrses FHA
or Sec. 312
h.trld.

Star
erty eing

Occura-Fll,A, VA,
or FoHA ytth LUIIA

tn D-7
Equala or

Amunt for
Closi

ETfD
Trcaau

RAD Preparca
SF-1166 and
Fonardg to

S.rldeformr SF-1034,
and Copy of Erccutcd
HUD-718 and Senda to
RAD

to closing
F.O.

VA hrfl

Trcasury
Iasuce
Chcck to
Locel

Fonarde
Cloelng
Docuoentt
lo F.9.1
CPD.

VA or

RAD Recorde Actual
Tranefcr Aaount ln
PAS

lfey HtlD-
Prcparcd by
F.O./CPD and
Subrltted to
RltD for
Exccutlon }>o)foA

FOO
rrJ oz,UF'
HXF

r4P<NI
H
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sEcf,roI A.

SECTION I.

SECTION C.

GLOSSA.RY:

DORXS tDEr{tIElD It tul m! r tocs?ErDlro ?rocr x n rD oolrrol nouc8 Rt

EttD-lt5-Ecjloorl llrad ead CoEtrrct lutboriCy lr!3ora3
Et D-1E5.I-le3l,oarl tuad ead Cougr.cC Authostt Sub-&rl3amat
ElrD-7lE-fuaitr lrrs!.tloa rad Coatrtct' Autborlt

EIJD-tOO5 t -Urbes Botrr tmdlaj tro3rto lertlclgrtloa A3rreuat (Iacludrr
Alrsd!.atr rad &aurl kqurrtr tor ?rojru terticlpltloa

-ElrD-{0050-Yrrlllcetloa ol krnd lvrllrblllCy

EtlD-gsEg-Trraralttel of C1or1a3 latotlrslos
BtlD-l-Clorlo3 Scet.D.at
SF-1034-Pub11c Youcbrr for Purcbrrrr ead Srricrr Otbrr fbea Ptrrosel
SF-lO8l-Voucher and Schedule of t{ithdratrals and Credits
SF-1166-voucher ard Schedule of Payents

PAS--Prograa Accouattag Syrtra
GAOD-OFA-Geosrtl AccouaEtng Oprrrtloor Dlvfuloo-Offlcr of Dlaruce rad

Accouotlsg (Eredqurrtrrr)
LLIM--Locel Urbro Eoacrt.rdla3 Agcacy
MD--Regloael Aceouotlat Dlvlrloa
l.O.-Brtloarl, Offtcr
E.O./CPD--F!.cld Ofllc:-Oftlcr of Goualsy Phaala3 ead DevrlopE.at

(Geacrelly Herar Urbta Eoaertoedin3 Coordlartor)



urban Homesteaolng Program
Tracking Guide
for HUI)-71 8 (Property-By-Property) and suppon Documentatlon

U.S. Ilepartment ol Houslng
and Urban Development
Otlice ol Cornmunity Phnning and Development

/.t\lr

II-
&-1x
-l F..l.o
e.a
Yft

,om

Enler Dates as ADoroodab

Atr Proprties FllA Propertiee VA/FmHA Pmperliea

Receawd Copy
of HUD9589
ard HUO.I
lrfii PD

HUD.9589.
HUt!t, and
HUD.7I8
Sentb RAD

Reoiwd
Closi16
Documonts
ftom
VA/FmHA

S€otHUm75
sF-1o34,
Clos. Docs.,
and HU&718
ro RAO

Proport
Address

Pmp€rty
Souces:
Fl{A Sec. 312,
VA c FmHA

HUO-{OO50
Verification ol
Fund
Availatility
rsu lrom Lt}l

HUD.718
(Oig. + l) and
HUU.{OOSO
S€ntb RAD

otiSirsl
HUt>7r8
Receivrd
ftom RAD

NoIifiod LUHA
and P0, VA q
FmllA b
dose

a

,61. H,En6ook
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Verification ol
Fund Availability

Oltice ot Communily Plannlng
and Dgvelopmenl

OMB No. 2506-0012 (Exp. 6-3G881

Urbln Homolaading Numbcr

To , Urban Homesteading Coordinator

This is to request HUD verilication ol lund availabilily and property eligibility for properties localed at the lollowing addresses:

Crrrltl.d Acqulrltlon Gort Plur Good
Strlct Addrc.r Fllth E.llmltc! ot Co.tr

Olh.r (ld.ntlly)

Tolal

folll Numb.r ol Propcrtlce

ln addition, this is to certify that 6ach property listed is a residence ol one- lo fourdwelling units; is currently unoccupied; is
localed in an approved Urban Homest€ading neighborhood; and, is in such condition as to be suitable lor homest€ading (th€
required repairs are within lh€ capability ol hom€steadors under th€ local program).

O.t.

HUO-'100s0 (8-8s)
H8-6400.1

US Ocprrtmcnt ol Hourlng
!nd Urb!n Dcvclopm!nt ;\1r

Sectlon 810
Urban Homesteadlng Program

$

FmHA FHAVA

3 s 3

DirElor. Led Urb.n XomlEta.ding AOprcy
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Transmittal of
Closing lnformation

U.S, Dcpertmcnt ot Hourlng
rnd Urbrn Dcvclopmcnt
Otlice ol Housing
Property Disposition Program

/i1r
OMB Approval No. 2502-0249 (exp. 1/31/92)

nts

and to

Rsad thc lnrtrucllonr on the back ol the lorm. The Field Olfice must submit this form for
receipt by OFA no later th€n 14_ calendar days lollowing closing. lnclude copies of ttre lollowing:
. Bank's wire trensler d€bil confirmalion: . Form HUD-t; . Bulk sales listing (bulk sales only).

Mail to: U.S. Dep.ilm.nt ot Houclng and Urban Dsvelopment
R.rl Proparty Ennch
PO Bor 44813
w$hlngron, Dc 20026.4813

3.1. Field

5. Type ol Sale (dtad( one )

slroet lype, e.g.: Avo.; Dr. )

2. Old FHA Cas€ No. & Soction ot Ac{ Code

lo,lltltr
ciry State

I

! zrecaehSale fzrt FHA lnsured letl autt sate 224 Homestead
back ol f zrz VA Guaranteed

Sale
eorb

oa. Earnest money dePosited by tho brol€r or by lhe closing ag€nt (rhis amount musr not appoar on lino sot of rho HUD-I).
6b. Eam€st deposited by Fiold Ofiice (via SF-215 amount musl on line 50 1 ol the HUD-I ). Fill in the amounr, scheduls number, and dats, below.

227 Money
Sale

6.

tr
tr

$

7. Summary o, Sodomenl Statemonl Oata

7a. Seles prico ( line aor)

number! are lrom lorm HUD1 )

$l r r L i r'

7b. Other emounts duo HUO ( uluelly liner .103.{05 / 409-412; i.o., rent, extension fee ) +$

7c. Taxes/Assessments du€ HUD ( usuafly llnes 406-408 ) * $l

7d. Eernest money deposil - complete only it earnest monoy wa8 doposited by rhe Fietd Olfice ( lino 501 ) (-) $

lll

rrl
rrl
rrl
rrl
,,1
r,I

lt
7e. sonlernent charges to HUD ( fine502 ] G)$

7f. OthorroductionsintheamounldueHUD (usualytinos5o6-so9/51]519; t.e.,retunds) (-)$l

79. Taxes/Asssssmenls due purchasor ( usually linos 510-Sl2 )

above: hon Bconcile to lina 603

t)$

Total $
Sc.Dale ol Wire or Dsposit

(mn,tddtyyl

G)

7h. Cash + total llnes 7a

ot

from HUD
to HUD

8t. Method ol Sele3 Proceeds Deposit lcheck '/ onel

Wire transler (verity use ol rhe old Fl-lA Case No. on confimation)

the Field Otfice
no

8b. Amount ( musl oqual 7h. lf not,
complote blsk 10)

8d. Schedule Number
(tor Field Office Dsrcsirs)

L--r-l

e.c.:

9a - t0e il no commission was or lho nams

e.9.:

9c. Broker's Phone No.

()
9d. Amount ot Commission Paid

$

'10c. Closing Agent's Phone No.

()
l0d. Amount of Commission Paid

$

Prior editions are obsolste.

um&r

Pink
above;

t 1!. Signalure ol ChiaI Proporty cartrying lo lhe eccrrracy ol lhlt lorm:

x

11b. Dalo Signed &
Transmitted to Hdqtrs.

form HUO-9589 (1/90)
ref. handbook 4310.5

copy) lo th€ Hdqrs.
Otlice file.



6400.1 REV-I
APPENDIX 15

Instructions
Print or type all entries clearly. Do ng! slash through zeros, e.g., b.

Block 2. Old FHA Case No. and Section of Act Code: Don't include hyphens.

Enter the number and code under which the property was originally insured. The lrst three spaces indentify thc

geographic area in which ttre property is located. The next seven spaces accommodate the sequential numbcr used

to identify the insured property. For newer case numbers, seven spaces have been provided for the check digit. If
no seventh digit exiss, leave lhe seventh space blank. In the last three spaces enter the Section of the Act Code to

the right of the pre-printed "O".

Block 3. Cl-.o.sinS Date: Enter the closing (settlement) date from block I of ttre Settlement Statement, form HUD-I.

Block 5. Type of Sale: For Homestead sales, provide the following computation from the data on the HUD-I (line

numbers are from form HUD-I). Do not complete Blocks 7a - 7h. Immediately alter closing, copies of forms

HUD-9589 and HUD-1 are to be sent to the Urban Homesteading Coordinator in CPD. CPD will forward botlt

forms, along with an executcd form HUD-718 for the property, to the RAD.

Urban Homostead Prooram Number:
(inssrt all 1 4 characlers, ohit hyphens)

I . Conuact Sales price ol property ( llno 401 ) $l

c)$ I

,,1
,,1

',,1
',rl
',,1

2. Closing costs ( line 502 ) *$l

3. Amount paid in cash by LUHA (non-Seclion 810 tunds
used for nominal consideration or amount exce€ding
Soction 810 limit) ( lino 508 )

4. Amount charged to Section 810 funds ( line 5og) Total$ 
|

5. Amount LUHA paid to reimburse HUD for the prepaid taxes S 
I

Block 7. Summary of Settlement Statement Data: Enter amounts as shown on the form HUD-1. Some amounts

shown on the HUD-I may have to be combined in order to correctly complete this form, e.g,, taxes due the pur-

chaser may be shown on multiple lines of the HUD-I, but only the total amount of taxes due the purchaser may bc

shown in block 7g of this form. If an amount is shown on an incorrect line on the HUD-I, it must be entercd in thc

correct block on this form, e.g., a wire transfer fee shown on line 512 of the HUD-I is actually a settlement charge

and should be shown in block 7e of this form. Leave the line blank if no amount is o be provided, i.e., do not fill
linewithzeros. Finally,totalblocksla-lgandthenreconcilethearnounttothatshownonline603offormHUD-I.
Corrective action to resolve differences must be initiated prior to certification.

IRS Reporting Information

Block 9b. Broker's Tax Identification Number @mployer ID No. or Social Security No.).

Block 9d. Amount of Commission Paid: Information conceming the amount of commission paid to the broker

will be used to prepare form 1099-MISC, Statement for Recipients of Miscellaneous Income, and reported to the

Internal Revenue Service. Enter in[ormation from tie Standard Retail Sales Contract (form HUD-9548) or contact

the broker to obtain the conect information. Complete information must be provided except where no commission

was paid or the broker's business name indicates a corporate entity, e.g., Corporation, Corp., Incorporated, Inc.

Block 9e. Name Control: Entcr the first 4 letters of thc broker's surname (last name). If the sumame is not detcr-

minable, such as in the case of a business name, leave this block blank.

Block 10b. Closing Agent's Tax Identilication Number @mployer ID No. or Social Security No.).

BIock IQd. Amount of Commission Paid: Infonnation concerning tle amount of commission paid to the closing

agent will be uscd to prepare form 1099-MISC, Statemcnt for Recipiens of Miscellancous Income, and reportcd to

the Intemal Revenue Service. Entcr information lrom the Settlemcnt Statement (form HUD-I) or conllct thc

closing agent to obtain the concct information. Complete information must bc providcd cxcept whcrc no commis-

sion rvas paitl or the closing agent's business name indicatcs a corporatc cntity, c.g., Corporation, Corp., Incorpo-

rated, Inc.

Illock 10e. Name Control: Enter the first 4 letters of the closing agent's sumame (last narnc). lf the surnamc is

not determinable, such as in the case of a business namc, leave this block blank.

r U.S.GPO: I 99O-0.7 1 8-659
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Costs Chargeable
to Section 810
for VA/FmHA Properties

U.S. Department ol Houslng
and Urban Development
Ollice ol Community Planning
and Development s

Th€ cosl charged to Seclion 810 for VA and FmHA properties is either the Fair Markel Value or the
amount ol claim. (This form will accompany the closing package that is transmitted lo the RAD.)

Mark ono:

Eve
n rmua

Addrels:

PM fao. (YA):

Aduce No. (tmHAr:

I

ll the falr market value is the computation should include:

a. As-is lair market value, or negotiated lesser amounl.

b. Plus closing costs. (ldentily the costs below.)

c. Minus tax credit adjustment. r

d. Minus amounl paid by LUHA (non-section 810 - nominal consUeration or
amounl exceeding the Secdon 8'10 funds to be ured).

e. Total to be charged to Section 810.

E tt tt'" clalm is charged, the computation should include:

a. Amount of the claim.

0

+l
s

3

$

I
+$

c. Plus closing costs. (ld€ndfy he cosB bolow.) +8
d. Minus tax credit adjustment. . s

e. Minus amount t0 - nmrinal consideralion or tamount

l. Total to be dtarged to Section 8'10. I
Oher Notes

b. Plus local proporty laxes to the date ol closing lor FmHA only, PrepakJ
taxes are not eligible. VA ls not relmbursed for tarec under hr cielm.

* fhe amount charged to S€ction 810 is reduced it he VA or FmHA givos a credit lor ta.xes in place ol he Agercy paying the taxe3.

lorm HUD-10075
rel. Handbook

(r r/89)
6400.r
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Ht,D AGEilCY LOCATIOTI CODES

SELECT THE CODE IIHICH CORRESPOIIDS TO THE ACCOUTTTIT{G OFFICE ITIICH IS TO

BE CREDITED HITH THE }IIRE TRANSFER. THE CODE IS TO BE SHOI{I{ Iil ITEI'I 4

OF THE I{IRE TRANSFER }GSSAGE AND THE LOCATION OF THE ACCOUITTITIG OFFICE

IS TO BE SHO}'N III ITEI,I 5.

I{IJD REGIONS RAD SHO}I Iil ITEI.I 5 AGEI{ Y LOCATION s

I BOSTON
I I TIEI{ YORK

III PHILADELPHIA
IV ATLA}TTA
Y CHICAGO
VI FORT }IORIH
YII KAI{SAS CITY
YIII DET{VER

IX SAN FRAT{CISCO

X SEATTLE

HUD HEADQIIARTERS (OFA)

HUD-BOS ITA

HUD.IIY }IY
HUD-PHIL.PA
HUD.ATL GA

HI,D.CHI IL
HUD-FTI{ TX
HUD-KC KS
HUD.DEI{ CO

HUD-SF CA

HUD.SEA TA

85-01-0101
86-01-0201
86-01-0301
86-01-0501
86-01-0701
85-01-1101
86-01-0801
86-01-0401
86-01-1201
86-01-0s01

86-01-0300HUD-TINH DC
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URBAI{ HOHESTEADING PROGRM

(Use Frane C4D for initial input of an approved a

approval of an annual request to participate, and
Section 810 funds.)

C16 PRIME UNIT OF GOVERNMENT IO CODE:

CTOO TYPE GOVERNMENTAL UNIT:
(MARK .X" TO CHANGE GRANT NO ON"HEil'OVE ELEMENT V

C200 GRANT N0: CHANGE GRANT N0:

pp
f

FORMS/CPD

RG5O8/GRANT DATA #4 - ENTITLEMENT (CREATE OR UPDATE)

lication, for
or obligation of

Fram C4D

ALUES:. )

c201
c242
c246
c248
c250

GRANT TYPE CODE:-
DATE APPLICATION DUF- I I
DATE FULL APPLICATIT]N RMILTEF
DATE FULL APPLICATION APPROVED:
DATE FULL APPLICATION NOT APPROV

tt
-l-l-ED|_T I

C252 REASON NOT APPROVED:

C254 GRANT APPROVED:
C33I OATE OF OFFICiAL ITTTRTCTT/
C332 OATE OF NoTIFICATION: I T
C961 E COMBII{ATION UC/MC CODE

NOTE: lrit€ de'lete (DELETE) in the space provided for data e'lenpnts
to be deleted.-

Instructions for the Urban Homesteading Program:

1) ClQ, Cl00 are qualifiers and wil'l be established already if UOG is
an enti tlernent communi tY.

2l C200, Enter Urban HonBsteading Program Proiect No.
(e. g. H-89-UH-42-00018RD).

3) C201, Enter 'H.'

4) C246, Enter the date when the full application or the annual
request to participate is officially accept€d for review in
the Field 0ffice.

5) C248, Enter the date the approval lettrr is signed by the Field
Offt ce Manager.

6) C254, (Upon obligation of funds only) Enter total Section 810 funds
spent for a'll properties to date.

7l C331, Enter date of most recent ob]igation of funds.

8) C332, (At the end of the Fiscal Year) Enter the date Congress was
notified of the LUHA's funding activity for the year.
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URBAil HOI{TSTEADIXG PROGRM

(Use Frame C4E xhen close out of an Urban Homstcading program has
occurred. )

Fram C4E

FORMS/CPD
RG5O8/GRA}IT T,ATA 

'5 
- ACTION (CREATE OR UPDATE)

CI6 PR,It{E UNIT OF GOYERNI'IENT ID CODE:
CIOO IYPt. GOYER}Ii'1EI{IAL UNIT:
(}IARK .X. TO CHANGE GRANT ilO OR'Tffi'OVE ELE}'IENT YALUES: )

CzOI GRANT IVPE f,OUE:-
C24b DATE FULL APPLICNTTOTIT'ECETVEO: I I
C262 GRANT REQUESTED FULL APPLICATI0N:-

A-APPLICATION HELD IN FI
A.DATE PROJECT COMPLETED
A-APPLICATION HET THRESH
DATE ACTIYITIES COHPLETE
ACTION TAKEN OI{ FULL APP
DATE CLOSEU OUT:

C274 GRANT AT CLOSE OU

A-UATE OF GRANTEE OBLTMTN,FT
UNSEITLED THIRO PART CLAIMS:
DATE TARGETED FOR COI'IPLETION:
A.DATE START OF CONSTRUCTION:
DATT OFFICIAL CONTRACT: I

c263
c264
c269
c270
czl I
c?l3

c275
czt6
c278
c279
c33 i

lt

C3J2 DATE TIF IIOTIFICATION:

IIUTE: l{rite delete (DELETE} in the space provide<l for data elemnts
to be de'leted.-

Instructions for the Urban Homesteading Program:

f) Cl6, Cl00 are qualifiers and will De establishe<t already if UOG ls
an enti tlerEnt communi ty.

2l

3)

4)

c200,

c201,

c273,

c274,

Ente r Urban Homsteading Program Project lto.

Enter 'H.'

Enter date of letter of program completion (Chaptcr 13 an<t
Appendlx 25e.3 of Handbook 6400.1, Rev.l).

Enter cumulative amount of Section 810 fun<ts used by a LUHA
to acqulre properties.

s)



URBA}I }IOIIESTEADIXG PRO6RA'{

(Use Fram C1l for reportlng on nonltorlng vlslts to LUHAs.)

Fram Cll

6400.1 REV-I
APPENDIX 20

)
oll-

FORHS/CPD
RG519/I{OTIITORING CUNCLUSIO}IS (CREATE AIIO UPDATE)

C2OO GRANT XO: (QUALIFIER III RG5O8)
(MARK .X. IO CHAT'GN{Uil'IT6NTFGICOICLUSION NO OR REI.IOVE ELEI'IEITS:
C438 IIOIIITORII{G CONCLUSION NO: (CHA}IGE I.IONITORING CONCLUSI

ll[l: )
c439 DATmr.{0r{lT0RI}tG YtStT: I I
C44O OATE OF HONITORING LETTER Z 

_ 
T- T-

C44I PROGRAM AREA I,IONITORED:
C442 I,IONIIORING TARGET UATE FOI:IT5POilSE: I I
C444 I,IONITORING DAIE OF GRANTEE RESPONSE: 

_FT
c445, C447, C.149, C451, C453, C455, C457 ilofrTTU[tffi HUU RESP

DATE: I I
c44b, C448;Cr50;C452, C454. C456, C458 l,loNIToRIllG RETARGET

UATE: I I
c4se ]'|oillTul'rf,d DTrE CLEARE0: JJ_
N0TE: t{rltc delete (0ELETE) ln the space provlded for <lata

elemnts to beEl-eted.

Instructions for the Urban Homesteadlng Program:

r) c?oo.
2l C43a,

Enter Urban Homsteadlng Program Proiect ilo.
Enter monitorlng concluslon no., e.g. t{9001. (See Handbook
6525.r Rev. l)
Enter date of nonltorlng vlslt.
Ent€r <late Field 0fflce Hanager slgned lett€r to LUHA

notifying LTJHA of monltorlng concluslons.
Enter code lndlcating areas monltored, such as PRP (Program
Progress), I'tFP (Program Beneflt), ELI (Ellglblllty of
Activities), REH (Rehabllltation), etc.

3) C439.4) c449,

5) C441,

(If there are negatlve flndlngs, enttr data belol.)

6) C442, Enter datc that LUHA's resPonse ls due;
ll C444, Entcr dats Urat LUHA's response ls recelved ln the Fleld

0fflce.
8) C445-C457, Enter rlate of HUD's resPonse to lnformatlon recelved

from the LUHA.
9) C446-C458, Enter ner date for LUHA's resPonse to reach unresolved

fl ndl ng.
l0) C459, Enter date of HUD lett r to LUHA clearlng or closlng a

monl torlng f ln<llng.
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llAivlE UF LUCAL i I Y

NA,'1t Ulr D[SIGNATTTi HrJi"lINI:l-[rtIl'lG A.i[]iUY

Li.i,1A PKOiLCT rtUFlurri

0bJtC l-iVEs:

;4OrIIITuiiI NG PROCiSS :

(tnis is noE a required HUD form.*)

SU!iU[STID GUIDL TdR IN-JIP-Id IVIL'I\IiJRIi'iG
r.tF LUCAL U(dAN H0ivlr5TEArJItlri Pr{0Gr(Al'iS

Tne oojective of rnr:nitclring is to tieterrnine local progralit
cornpi jance vvi th itUD recluireriEtlts, help uocal Uroan Hornesteatring
Agencies (LtlrtHs) Decor,re av/are of def iciencjes an0 to i rnprove
their prooucti vi ty, efficiency, effecti veness ano overal I
itn nagelnen t.

;'lhi le the rnoni tclr i s not required to use thi s guioe, tne rroni cor
rnust nevertneless conduct a sirni lar quali ty review of the
selected act,ivities and inaintain coinparaole docunentation that,
adoresses al'l of the issues that are raisetl in this guioe.*
This guide provioes added inforrlation in certain areas so tnat
rnon'i tors wi tn I iini teo lrrograrn farni'liari ty can do a thorough
review. Items itrentifieo witn a bracket L I are tne same
quest,ions noted i n the CPD rvloni tori ng iianclDook for a Li irii ted
rtlonitoring Review of Local Urbarr iioltestedd'ing Prograins. Tire
Fieltl Uffice should use oottr guides, as appropriate, in
reviewi ng the perforrnance of the Li.JhA. !,Jhere tief i ciencies are
fourrd, tne Field Uffice should be ao1e to prov'ide guioance and
tecnni cal assi stance.

questjons precedeO oy an asteris< (*) are not stdf,utory or
regulatory requirernents, Dut, !,Ji ll assist tne rev'iewer in
i den'ci fyi ng i ssr.res ttrat i f not properly adoressed coul o resul t,
in oeficient perforrrunce. Iherefore, .t negative conclusion to
an asteri si<eci question tiay resrll t i n a "concern" Dei ng rai seo
rather than a "finciing."

Pri or to the on-si f,e rron'i tori ng of tne grantee, ttre
rnoni Eor should rev'iew the {nost recent Ui"iPr'1IS quarterly
Property anu Progress rteports to ueternrjne ttte level of
progra{n acti vi ty anrj the steps i n progranr adrni ni stra-
tion, if any, where tite granree has itau dif f icul ty
rnovi ng to the next stage. The rnoni tor al so shoul <i

-r-
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revie/,r trte LU,'1rr's application, suDsequent a,rlertdntents,
anti previous tilolljtcring reports, as vrell as tlle l-ieltt
0ff ice's records of any puulic colilplaint,s tilat tnay have
been recei veti aoout ttre I ocal progral[.

PAltl' A, Lirni'Eed anci ln-depth i,loni tr.rring of the iJr[:an
itornesteaUing Prograrn jnclucles: prograrfl cies'ign antt
adrninistratiorr, funds nBnagenrcnt, property selection,
homesteader selection, renaoilitation financing, tirne
frarnes for trrot)erty transfer and renar.li 1i tation,
renaDi I i tation standards, and neignoornood iinprovetients,
fee simple conveyance anq cornpliarrce wi tn ottrer Feoeral
itegu Iations.

PART u, Lirnited ano In-deptn Review of Inoivioual Urban
Horilesteading Cases, involves an in-deprh review of tne
hornesteaoer file. A separate PARI ti is required for
each case.

PARI A: LIIvIiTED Ar.Ir] Ii'I-dEPI-i1 MUNITURIITU UF Iilt UKBAN HtJrvirSI-EAUiIiIG i)RUGi{Ai'i

I. Passaqe of an rjfficial Act to Conduct a Proqrarn

a L,oes the LUHA nave on file tne acioption or
passage of arr official act, resolution, rnotion,
or siil'ilar action authorizi ng the f i1i ng of ttre
application (except for States)?
Ty pe rla te

Does thi s tlocurnen t refer to a I I unuerstan<li ngs
and assurances contained in tne Certificat,ions
uncier 24 0l''R Pdrt 59u.11(d). If not, tne
governirrg body should De requesteo to redraft
the docurnent for forrin'l adopt'ion. Certifica-
tions are requi red only at rtre i ni tial appl i ca-
ti on anrt tney i ncl u<re assurdnces of perf ormance
ancl adnerence to statutory requ'irernents. Ine
0erti f i cati ons i nrposed uncler the airended regu la ti on,
24 CFR Part 590, which utas effective Augusx 2, 19d5,
were nrodifieo fol'lowing tite effec[ive ctate of
July 1/, 19u9 of the revi sed regu'la ti on
imp'lenenting the 19tj7 Housing and Oonrrnunity
DevelopriEnt, l\ct Anlendrnents. LUIIAs were require0
to subrnit new Cert,ifications with tneir Annual
Reques ts f or Prograrl Parti ci pati on due August i , 19ti9.

NrJYES

b
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2. Adequa te Aclrni ni stra ti ve r.tr gan i z,i ti 0n

Does the LudA nave an adequate adininistrative
organi zati on capaol e of carryi ng out tile
prograrn functions noted oelow'in a tiinely
and cost-effecEi ve manner?

Are the four indiviotlal areas listed oelow
covereo?

1) policy inaking--oefining goa1s, preparing
proEranl procedures, preparing the applica-
ti on.

2) 1egal oversignt--signing the UrDan Honre-
steading Agreenrcnt, wi t,h iiUrJ, accepting
ti tle to hcrnestead prropertjes from HUD,
VA ano/or FmtiA, arrd rnaking conoitional antt
final conveyance uf properties to no{nesteaders.

J) prograrn operati ons--responsi i: j 1i ty f or
actual ly adrninistering the progrnni, selec-
tion of properties and hoinesteaoers,
arranging rehabi.l'i tarion financing,
rnanaging ancl rrronitorirrg rehabili tatior'1, and
rnoni tori nE cotrp l i arrce wi ttr the Hoines teader
Agreerre n t.

4) support services--provitte auoi ting, accountilrg,
etc. services, serve on boards for frornesteacler
selection, inspect properties and offer tecnnical
assi stance.

Tirese functions rnay lre consolirraterl in one agency
or qua lif ied cornrnuni ty organizat,ion or providecl
Dy separate enti ties coordin,ited Lry the operating
agency or qualifiecl contrnunity organizatjon. A
written agreernent between the LTJHA anci a separate
enti ty perforriring functions in Ure urban lrone-
steading program is required i;y 24 CFR 590.7(c)(r).
If funoed oy tjl)iJil funds, sucn agreerrent rnust also
rleet Crlilu requi retilents.

a
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b. Are staf f coinr,ri tmerr ts and capabi I i tj es auequa te
to implerrrent f,ne ulorkload and prugrarir desi grr?
(In eacn functional area tire reviewer should
look at the tirning and volurne of worr cornpared
to the nurrDer o1' staif and hours avai lable. )

*lc.I Is there art ef fecti ve accorinting systern in
place to rnoni tor use of Sectiort ElU f unos?

d. Are adrninistrati ve cosf,s reasonable cornpared
to the volurne of prr.rduction? (Account'ing
systeins should oe in place to accurately
reflect costs anq benefits for easy review
Dy rnanagernent. )

Le.i Is a r:raci<ing systern in place to nronitor
each phase of the nornesteading process?
The Lui.lA siroul ci be u tilizi ng tite UHPi,iIS
to track the status of al I noinesLeaciing
properties (on'ly feoeral and local
properties acquireo with Section rJlD
funcls) and sending these reporEs to
Headquarters eacn quarter.

*Lf.l Are tlrere written procedures for resolving
nonesteaoer disputes and have they Deen
i rnplernented?

3. Property Selection anti ilehao'il jtat'ion

Suitability for homesteaoing ano rehabilitation
should be directly relaterl to the goals of tne
prograrn in tire target, nei ghboritood.

o If the prirnary goal is to prov'ioe housing
fclr lower itrcorne farni lies, rehabi li tatiort
costs rnust be rept at a certain level ei ther
iiy special f inancing arrangernents or publ i c
suosidy, or uy selec[ion of properties
requiring less reirabi'li tation. Irre availab jli ty
of sucn f i nancing ri 11 di ctate u.rre type of
property se1ecte0, althougn tne rehab cost
snoul d gertera I ly not exceed the ul ti rna te
inarke E va I ue of the horne.

_A -a
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o Se lect'ion of too rndny high value properEies
(a t or aDove t,ne +25, LiUu I .i:ni ta tj on) usrra 1 )y
r,reans rapi o dep Ietion of Sec cion El0 resources
anti select'ion of too rrrany 'low val ue prope.r ties
usual 1y ineans lri gh rehaD costs, ootn of wiri ch
I irri'f, proouction an<l proJratn irnpact anci shorrld
oe avoioed.

)

a.

LD..I

Ic.]

Joes the LuiiA nave estaDlisned procedures for
selecting ano accepting properties? (nre
properties located witnin an area covered
by a coorrlinated plan for neighborhood
'irnpro venierr t'i

Is the LUilA'inspecting propertjes prior to
tak i ng ti tl e f roin iiUr.r , VA or FrnilA?

Is tne LUi{A selecting properties w.ithin the
21-day period of notification that a property
i s ava j laole f rom HUrJ, atro the 3U-day periou-
of notification fronr Vl\, or FirHA? If not,
explain:

Ld.i Is the LuIHA c losing on iiUD properties wi tirin 30
rJays of selection and VAlFrnhA w.itirin 30 daysof tite reservation of funtls? Are exrensions
of tirne oeing reqrlested?

rlea son:

ie..l Is tne LUi.ll\ securing ano rnanaging propert,ies
after acquisition to prevent furiner <leterio-
r.it,ion and vanoalisln to properties arrd to
prevent 'ingury to persons or property pri or
Eo transferri ng thein to nornesteaLlers?

vihat is oeing oone?

-5-
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*Lf .l Is tne LUriA holtling properties 'in 'inven uory
for longer tnan I year prior t'o contti tional ly
conveyi ng tnein to nolnestedders, uttless otilerwi se

approved oy riUr-t pri or ro cotrdj ti ona I conveyance?
(iienerally a property sltouid oe trans-
ferretl to a hotipsteader within o to d tnonths
of acquisitiorr frorn the Feoeral Agency.)

*[g..] i-loes the LtJrlA currently irave a si gni f i cant
nunlDer of proper ti e s i n i nvert tory ?

How nnny? i{ea son:

In.] Are rehabilitation costs on hornestead

S.rroperties affordaole to hotnesteaoers?
Average cost of renabil i tation: $

Ii . ] Is renao'il'i tat,j on to rneet hea.l f,rt and safety
standar0s corlrp'leted v,li th jn one year of
cond'itional conveyallce to tne hoine-
steader?

LJ.I Is reharrilitation to rneet loca'l code
standarrls cornp'leted wi thjn t'nree years of
contii ti onal conveyance to the noiile-
steader?

Ik.] Are property ls,.luis j tion values w'ithin
tne current Section EtU regulatory lirnit
of .b25,rJ0U, unless an except'icn has beelr
granteo foluhe prot,erty by the HUD

F'ield 0ffice?

Ll.l Has an exceptjorr been rerluesteri and granted
to exceed tlre $2c,rJ00 val ue f or the
use of Secti on 810 f uncis?

To what value? $

Y i:5 i.t t)

*rfl. Are exceptions oeing granted to acquire
one-uni t irroperties that exceed $35 '0uUof Section dlu funds fur other than very
large farni f ies? If Yes, exPlai n 

-

(
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,+. Rehaoi l i tati on F'i rtanci ng

La.j uoes tne LUiiA offer assistdrtce to tne norle-
steader in securir)g renaoili catjon
f i rranci ng'?

Speci fy source(s):

5. rlornesteader Selection

The general guidelines for lrornesteader selection
procedures are tnat tney are fair and nondis-
criminatory and that tney gi ve special at,terttion
to tne appl i carr"['s neetl for nousi ng arrd the capaci ty
of tlre applicant to nrake the required repairs.
Furtller, the sEatute requires LTJHAs to assure that
norilestedders o'r'/il no other resjdent'ial property, and
[nat LrJr-lAs give speciai priority to applicants v'tho

are lower-incorne farni'lies as defineti in sect'ion
3(D)('l) of the Urriteri States ltor.rsing Act of 19<j7.

Ia. j ,-toes tne r-rjr]i\ nave a plarr for puolicizing i ts
program which reaches the intenoed target grollp
of benef iciaries? Are af firrnative rrarke[ing
techniques used as appropriate?

*0. Is tne L.IHA awarding a suDstantial rnajority of
pro;rerri es to pr iori ty appl i cants?

Indicate percentage, if possiDle.

Lc...l Is the LUHA assuring that there is no
qualifieo priori ty applicant, for a
property before awardjng it to d non-
priori ty app'licant'/

[0.-l Are tne eligil-rility criteria and the
screening process for hornes Eeader
selection designed to elirninate tlre
opportunity for fraud, favori Eisrn,
poli tical pressure, and tliscrjrirination
on the i)as'is of rdce, creed, color, sex,
dge, lranoicap or r)at'iona1 origin?

-7-
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*e. lf a lottery is not used for the selection
of hornesteaciers and a sel ect ion cotrrn ittee
i s used, i s it corirposed of a rnajor ity of
persons frorr outside the target neighbor-
nood and of r;embers without po1 itical
responsibilities?

f . [ioes tne LUHA charge a norn i na1 appl i cat, i on
fee, such as the cost of a cnedit report?

Arnou nt

Ig.l Is t,he property size generally appropriate for
the s ize of the homesteader's f ar,ri 1y?

Lh. j Does the LriHA perr,rit sweat equ ity where it is
clear tha[ the hornesteader is capable of per-
fonring sorxe tasks?

Ii..j iiased on income levels and racial/etnnic
characteristics, are hornesteaders being steered
to a neighborhood as opposed to being given a

cho i ce of ne i ghborhoods.

*J. Is tnere a publ icized plan for deal ing with
arrd resol vi ng cornpl a ints about the hor:lesteader
sel ect i on process?

6. Conciitional Conveyance without Substantial Consjderation

Forn of conditional conveyance instrutnent used
by tne LUHA:

La.l Does the LUIlA charge a not;tinal fee
f or propent ies at the t irite of condit ional
conveyance ?

Amount

b. Are other costs, €.g., recoroing fees,
transfer taxes, property taxes,
insurance, etc., dt the tille of
condit.ional ccnveydnce paid by tne
lrornesteade r ?

lihat are the costs?

YE.S il0
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(Are they costs thaf, are uniforrnly applicable
to other purchasers of property in t,he
jurisdiction?)
If not,, explain.

L tlo,nes teader Agreement

*1 Does tne LUHA record agreernents if they are
not incorporated oy reference into tne
condj tiondl conveyance docurnent?

[b.] Does tlre LUHA inonitor comp'liance witn ffe
iiornesteader Agreernent to ensure that ttle
hornesteader is aD'le to rneet u1e inilestones of
rehabi li tation and ini tia'l occupancy?

tc.j rloes the LUHA continrie to ntonitor the
resioency requirernent of the Homesteader
Agreernent after rehaoi1itation is conplete
through tne end of ttte S-year perioo?
(Tnis must be done at least once a year.)

If proi:'lerns ari se, ooes the LUHA provide
techni cal assi stance, counsel ing, and/or
financial guidance to prevent any rnaterial
Dreach of the Agreerent?

8. Conveyance of Property in Fee Sirnule to Horrrcsteaders

La.l Is the LUrIA transferring properties to
hoinesteaders in fee sirnple irnrnediately
upon fu11 conrpfiance with all con0itions of
the Hornesteaoer Agreernent, i nclutii ng the
occuparlcy requi rernen t?

If no, give reason.

d

9 Plan for a Coordinated Approach '[owar,1

a is the plan a written docurnent, approved
by tlre local governing booy with citizens
giverr tne opportunity to conrmertt on it'?
(Tnis plan rnay be in various forrns, i:ut
shouid oe located in one file.)

-9-
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D Joes the plan provide ior
*1. An analysi s of nei ghoorhooo conqi ticlns;

(Tnis should include inforrrration orr
the avai laoility, location, conoition,
and general va'lue of properties; treuds
i n aoandorlinen t, clefaul t and forecl osure;
general soci o€conornic cnaracterj stics of
resitlents; physica'l condition oi irrfra-
strr.rcture arrcl faci l'ities; predoininant
pnysical condition and tenure of nousing
stock; and degree of comrnun'ity interesu
ano participation.

Goals for eacn Urban honlesteading
nei gh0orhood; ( *i s tlre prograin achievi ng
i ts i ntendecl resul ts'? Goal s shou'l ci oe i n
conforrnance wi tir the local i ty's overal l
cornmunity developnrent goa1s. )

Ooordinated acti vi ties i n hotnestead areas;
(lhe arnount and icind of activity oepenos
upon the size of the locality's annual
budget. )

ta.i Has tne LUttA selected a neighoorhooo(s)
that is sui tacle for nornesteading (i.e.,
does the ne'ignoorhood reflect a signifi-
cant nurnber of auandoned feoeral proper-
ties ) and where tnere 'is tne upgradirrg of
cornrnunity services and facilit,ies in
cornbi nati on wi th other puol i c <lr pri vate
revi tal izat,ion ef forts af fect'ing tne
nei gnbornooo?

*b. ltas tne local i ty i rnplementetl, through
e i ttrer UUIJG or otner revenue sources, a
program of physical and infrastructure
irnpruvements in connection with housing
and revi ta lization acti vi ties, srtch as
s tree t i rnprovene n ts, park s, pub I i c
fac'i I ities, water/server, where applicable?

*c. Does the area appear to be receiving an
appropriate elrplhasis in the provision of
standarci governrnental servi ces, such as
po1 i ce, fi re, etc. ?

2

3

-10-
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*d. Is the area recei ving the i>enef i t of
environtnental services such as trash
pi cr-up, code ertf orcement, etc.

*4. iurpiernentati on steps dnd scne0ules; ( t ni s
shoul d uef i ne the resporlsible persons arld
bles.

tirretF

*5. ,{esources (Puolic and Private); (Inis
snoulrl be tied to 3. aoove ano tne available
sources of funding.)

*6. Eva I uati on systenr antl scheciule; (Ttti s
shoultl rnon j tor progress on irnp'lernentafiorr, atrci -ana'lyze goal acnievement on a f i xed scheoule. )

*7 . Revi si on rnechani sin; (Feedoack frorn the
evaluation sltould be used to plan and
tlesi gn prograrrr changes and irflprovements
or ind'icate a neeo for closeout. Also a
rlechanisrn for citizen input and cortrpiaint
resolution to revise Ehe plan shoulo oe
in piace. )

[10.i Citizen Participation

Are citizens provided an adequate opportunity to
express preferences aDcut tlle proposed Iocation
of the urDan hoi-nes teadi ng nei ghoclritooci ( s ) and to
corilircnt on the plan for a coordjnated approacn
to neighDorhood iinprovement? (r-loes the LUi"iA
puoficize the initiation of any changes in trte
program in loca'l rnedia, and provi oe a place
and tirne convenient for working individuals
to state their views in person or in lri uing? )

11. Lead-oased Paint Procedrlres

uoes tne LuHA notify potential hornesteaders
of the hazards of lead-oased paint poisoning
in resioential urtits constructed prior to
197o, and inform therit dDout the results of
inspections antl what rehaoilitation is required
to correct "irnmediate hazaros" on "applicable
surfaces" ?

a

- 11-
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Joes the LUHA pronibit tne use of 'leao-Dased

paint in the rehaoilitation of properties?

Does the LrJilA inspect a'11 pre-I978
prroperties for t,ne nazard of lead-oased
paint poisoning and either through its
ov,,n resources or [hrough the rehaoi.li tation
unriertrken oy the hornesteader assure that
ttre "irrrrrediare nazar,ls" on "applicaDle
sJrfaces" are el i rni lta te<1?

i2. Fl ood Insurance Purchase Requiretnents

a ilo a'll hornesteading properties subJect
to the Flood tlisaster Protection Act
have the requisite flooii insurance
coverage?

Uoes the LUHA have on file "proof of
purchase" forrns issued by the National
r-lood Insurance Program for hornesteaders
whose hornes are I oca ted wi thin a specia I

flooo nazard area?

Da te of tle vi ew

b

c

b

Rev'r ewer

Iitle ot Revlewer

-L2-
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PARI ts : 1N-UTPTH RIV it.ri OF I NJ i / IiJUAr. IJ(IJAN HUI{IS TilAUrR OAST.

APPLiCATIOIi FILT R[VIE;I

Narne of t-tJrtA

Aooress of Property

*[13.i Is rile urban hornesteader's application coinplete?

[a.] Is the property witnin the approved urDan
Hotr]estead area?

*b. Is the narne of tne appl icant and a,ldress
of the property shown?

Lc.I ls tnere apprr.rpriate verification of the
appl i cant's i ncotne ano el i gibi 1i ty?

LO. j i^iha t i s the horttesteader's incotne? $

uoe s tl'le itoifle s teaoer rnee t tne pri or i ty
selection cri Eeria (oelow E0i, of rnedian
incorne forLne area )?

YrS NO

*14.

Ic.

Le. j How many farni ly nrembers occupy [he
proper ty ?

Lf .l Ttte property cotttains _ Dedroolns.

ri'lhaI are the source(s) and arnount of funds
used for firtancirrg the rehaoil i tation?

La.I uid the nornesteauer contrioute any
sweat equi ty?

[o...1 ilnat type(s) of work was perforrnecl by
the horrHsteaoer',

Is there a construction cotttract or equivalent
docr.rirent in the f i'le?

- i3-
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1b.

Ii7.j

18.

La..l Uoes the construction c0nLract specify
al I of Lne work to be perforr,ted, e ittrlr0irectly or by reference to anolher
docur;ient in the f il e (sucn as a work
write-up or I isl of iriproverrents)
wh ich spec if ies al I the lvork to be
pe rf orireo ?

b. Are the r.rork spec if icat ions cons istent w ith
appl i cdbl e I ocal stanclar.ds for clecent, safe
and san itary hous ing?

Ic.] Does tire construction conIract state the
cost uf uiork lo be perforined?

If the ar,r,unt charge<t to the sect ion tJi0 account
hras inore tiran g25,UU0 for d one_un it property,is tlrerc dn incii v iouar irroper[y auti]or izat ioir-f r.r,ithe Field urffice I'ianager. for transfer of cneproperty? (A prograr;i-rv ide aut,hor izat ion to exceedthe $25,000 value nay nave been grarrted insteadof a.property-specific authorizaiion on p.op"iil.,
acquired prior t,o Fy j9tjg.)

lJoes the hor,resteader,s f i I e incl ude al I
appropriate legal docur;rents, i.e., con_
dit ional conveydnce or tne equi vaient, home-
steader agreerrent (if separate) ano fee
s ir,rple deed (i.rhere appl icable)?

Process ing dates and t irne:

[a..j tihat is the date of Hi]i.r, VA, or FntrlA
coflvLlonce of tite property t0 the
LUHA?,

[b. ] i,,inat is the date clf cond it ional con-
veyance of the property fron the
LUHA to the ltoriresteaden?

[c.] l,Jhat i s the tlate on wh ich rehaui I itat ion
const ruct i on sta rteo ?

Ld..i l,,rhat is the oate that the property was
dete rr;ri neo t,o rneet hea I th ano saf ety
standards ?

i9

19

i9

-14-
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iiow inany inontns [>etween D. and d. ?

(Tnis inust ltot exceed I Year. )

Le.t ',^/nat i s the date that the property vlas

de tertni ned to rnee t I oca I s faridards f or
tlecent, safe, and satr j tary housi ng--the
<iate of f inal i nsP3ction?

ilow rrnny rnontits oetween b. and e.?
(Tni s 'nust not exceed t,rtree years. )

il ow nnny rnon tits be tween c. an d e . ?

Lf.l what is the date of actual physical
occupancy oy the hornesteatler? (Tlti s

rnay di f fer frorn tne occupancy perini t. )

rnon th s

I9

inon tns

irrOtl t,llS

19

Urban rlo{nesteading ProPertY I n spe cti on

Answers to quest'ions 2L-27 inust De oased on an on-si te property and rtei ghl'lor-
noorl inspection orr1y, inclu,Jing art 'interv'iew with tht-' hornesteader.

19. l)oes tne on-site property inspection confirnt
tnat tne renaoi I i tat'ion vuork was done
according to tne rehao'ilitatjon colltract or
equivalent docutnent, including any change
order s?

ZU. Is the nolnesteader sati sf ieo wi th t'he
work perforrrred? (Hoinesteader shoul0 oe
offereo the opportunity to De irttervjewed
wi th only ,riJrJ personnel present. )

2L. v,Jas the nornesteader of fered an opportunity
to select the neignborhood jn wnich he/
she I i ves, consi stent uti t,tt property
avai iaDi li ty in approved neighbornoods?

If not, explain:
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22. r..l'id t[e hornesteader recei ve counsel i ngl'craining frorn tne LilitA that covered his/her
responsioil ities as a hoinesf,eacier, financial
rr)afldgBrfl€ilt of a itome, and general maintenance
te chn i que s?

if yes, inciicarc type of courrsel ing/training.

23. udsed on a tclur of ttre nei gnDorhood, i s tnere
evi dence tha t puo'l i c i rnprovernen ts, to wni cn tne
LurlA cerrified'in the Uroan Homesteaoing applica-tion, being accorilpl j shed?

'14. Is tne horiesteader tne occupant in
res'idelrce?

SUivli4ARY A|lU uXpLAi'iATIuN UF Cut,lr4i:i,lfS:

YrS I'JU
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RII,IiUItrL AOTTUNS TI, IJE 
.I.AKCI'i:

(if additional space is necessary, continue on separaue sheets and atLacn to
tilis forrn. )

Llate ot r(evlew i{e v I eiler

ii tle of r(evlevrer

-Ll -
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SAi"iPLL

Letter for ilew LUHA - Prior to Avdilaui.ljty '.rf runds)

,rpproval of rJrban i'[oinesteaoi ng Progratri

lle are Pieased to
Appl icat'ion has been a

Hclrnesteading Prograrn P

Ag ree rne n t con s t'i tu te s
anci uroan develoPrnettt

(a

are to e execu
tles i gna tetl adrrl'i n i s teri
executeo ori gi na1 s to

Shoul d you

announce tnaU your Uf uotl iiorresrcauing Prograttt

pproved. Enclosecl are 
- 

copies of the Uruan

i.ti.ipation Agreernent 1, +uurl) ' Tnis
the contract oetween t,he Departtnerlt of rtousing
and ( the aPPi i cant) , and the

Ornin@ applicaole). All copies
you and tne-Cnief Executi ve Uf t'icer of the
ng agency, if applicaule. Please return tvuo

t[i s-of f ice as soon as Poss'ibie.

AS you know, Section iihJ funds are useo to reirnourse HuulFilA

for proplrr,ies tiansferreO for Urlran Hotnesteading. In addition,
Sect,jon rJIU funds irtay be used to reimburse the u.S. Jepartrent of

Ve."rans Affairt-tvnt and tne Farrners'Horne Aoin'inistracion (FinrlA) for
prup.ities in tn"it inr.ntories eligible for iJroan rlonesteadittg
pr.prr.r. Ihe inaxirnunt vaiue to Ue iirarged to Section U1U snall not

Licle,i $25,0(j0 f or each property , excepL as otherwi se apprqved Dy tlti s
office for a sPecific ProPertY.

At t,rre Present tlnte, Section BlU funcis are urlavai iaule Cue to
vie wi l I notify Y ou when f,lnOs are availaole, at

* r, i .11 1i tne you w'l lj be able to acqu i re riuui/FriA prclper ti es f rotn the

rlffice (or VA proPerties from or FrnriA

properties f rorn These fr.t nffilTi-EEo'e ava'i lairle to

orir I oca I urDarl hornestea0i ng agen

a first-col)e, first-served oasis.
cies as propert,ies becorne avaiiable on

you are rerninoed tnat tire inrp lernen'tati on of tne prograln wi I I

inonitored by our o1'fice. Uur monitoling wi'11 Corlce(ltrate on tne

containecl in tne cerLifications and your approved application'

DE

i terns

nave any questi ons regardi ng thi s rnatter, Please ca'll
UrDan iiirrnesteading Coordindtor, at ( )

Si ncerely,

nager or r.) rector
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APi,LNJ LA T6O

SnPiP t- i

(Fol low-rip Letrcr Indicating t'ne Ava'ilaoility
of Functs for New LUrlrtrs )

h on oratr I e
i/iayor ot
CitY, 5tatc Litt

Dear i4ay0r

nad oeen aPProved.

Tiri s j s a fol iow-up to lny letter ria [eo 1---'-i wherei n we

notif ied you tirat your appl ication io. arr UrE'LJioffiffiing Prograrn

Tne Fiel<t 0ffice nas rece'ived +- in:ection
i:ru fundsl--A-lE--r-a-side of !- is earrinFid-f6Flour Citv for

6J tiays f rorir the diie t-rf tf iiTetter. Tnereaf 'er' 
i f any of trtese

f unds are unused, you w.i I I corilpe i*-tO. thenr rv j th the o [her Local Jr0dn

iioinesteading itgeici;; ;ith'in chis i--ielo uf f ice's 'ruristiiction orr a

iiitt-.u,,te, f iist-served oasi s'

Younnyproceedtoacquirepropertiesfollowingtheseprocedures.
The nnxirrui* va rue-oi edch Urban Ao,iistearling property to be chargeci t'o

Secti,n cjl0 strati iot-u^...d +25,UgU, excepl as otnerwise 'rpproveo Dy

tnisofficeforaspecificproperty.'?ropertyt,itletransfertotne
locali ty lrray not fr"'rnaOe un:U1l you'5t10;ni t a "Ve.if ication of Fu.d

avai labi 1i ty,, (toi,n riJJ:+JosU ) io tne uroan rlornesteadi ng coorcl'irra c'or i n

trris off ice. vou'*iii-receive frorn hirl/her a separate'"Funds

Reservation anci lorii.u.a ^utnoritl" 
(torrn tiUD-/I3) irtd'icafing that

funos have been i.ru.r.tt fc'r eacri'ptoi"tty that you w'ish 'to acquire'

Tne property clorin,J .un rhen tire'p1ace.- copies of the i.luu-40050 are

enclosed. Please be cogn'ir.na ii,il arty unooligated fr;nds (rvhere the

property tra,,sfei nas n6t Vut o.luitu.f, .u"n tfrough fu,ds nuy have oeen

reserved it, a ff gu-ifa) wi li Oe .u.uptui"o Dy ilUD as of Septernber 3U'

PleasenoteyourUroanHortiesteading.pro3ecLnurnoer
inLlst appear on af i piogtain fortrts and tlocutitent..rtion'

inao<lition,upondcqi]isit'.ionofyourfirst5ectionijltJti)roperty'
!ou rrrusr Degi,.r .ipoliil;:;l ,lqls Uruair Honies tearling Progra'11 iril66gsrrietlt

Inforrnation Systein (JHPi,-ltS). iniloseO is a forin HUD-4U0bJ' Property

/\ddi tj on f ori" uno ,-ru,t-+00ti3-A, iiitir.tj ons f or tlptta ting the Quarterly
property Report 

"nO 
in. ..lro.t ity Progress ,.{eport. Tnese forrns are

sent tli rectly to rluiJ Heaoquart..' i n ,tasni l]gtofl, D.C. If you are

deliirquerrt r.rr fai I to suortit uptla'Eed reports on a regular casi s' as

requ.iretl, then i,/e',uiv *itirlrold atlrl'i [iona] funos unIi.l the reports are

f iled. Ihese report! rrreasure LUHA perforrnance'
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Enc'losure s

i',/e arso ivish to rc-rnind you tirat according to 24 cFR sgu.1i(b),"A,nual Requesr f or lr,rgrii i..tii,ip.;i;,;'r3u'must no [ify tiri s rji.Jr)Field Jffice in writing on or i:etori 
^rgult i,"rg_, and dnnua11)

,tirereaftol, if you wish to continue to participate in the uruanilornesteadi ng prograrn.

If you have any questiorrs,
ilornesteading Coordina tor, at ( 

' please ca1 1

)
Urba n

Sincerely,

i/lanage r or OPiJ Director
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SAMPLE

(Approval Letter witn Funding for new LUHAs)

ilortorau 1e
i,[ayor of
Ci ry, State ZiP

r.lear MaYor

SuBJEOT: Approval of Uroan ilornesteatli ng Program

ProJect No.

la.npleasedtoannouncethatyoururbanHornesteadingProgratn
appl i cat,i on has oeen aPproved'

Enclosetl are copies of the Urban ilornesteading rtgreemen t
(HUJ-40U51) whi.i.1 .*,.-tmtei'tf,e contract' oetween the Departrrent of

nousinEandt.rrDartDeveloplnen!1nd-ffiAl1copiesmustbe
executer1byyouun.r_tn.L,n.ietixecffithedeSignated
adnrinisteringagency,ifappropriate'Pleasereturnbvoexecuted
;;i;i;;i; ro-rhis ott.ice as soon as possiole. You rnav accept

or fmin-ProPefu) as soon as ttle

@ffii-I;..,..utioant1receiveo6ffiemaximurnY.li:-ofeach
urban ilofnesteading p.op..ty to be transferred snal l not exceeo

$25,000, except ai btnLrwise appioveO by this office for a specific
propertY.

Tnisofficewasassigned$-inSectionElUfuncistnis
f i scal year. n-ruil.il,le"of i; 

- i s earmarkeo for your

Cityforc0daysfrointhedaEmTrrereafter,ifanyof
these funos are unusecl, you wi li corrpete for them witn our other Local

ur[.rarr Hornesteatiing ,rs.n.ies as prop*.ties [:ecorne avai lable on a f irst-
coflle, f irst-serveI Ois'is. Rroperty ti tle transfer to the locali ty may

nor oe,naoe untii-y;;-;;;,uit ;vurlrication of Fund Availabilitv" (forrn

ilUD-4gU5rJ) and..clive frorn us i s'ignecl "Funds iteservation and Contract

^ri6r.iiv," 
iu.,,,-rtUo-Zr.l, inciicat.n! ttrat f'lnds are reserved atld

availaole for tire inrlivioual p.op.i!y. n.rrpply of tne form i'luti-40050

is enclosed for yory uru. Any unr:oliEated funos ($rnere Eite propercy

transfer has rrot occurrecl, even inougfi funos rnay be reserved oy a HUIJ-

716) rJit-t ue..iupiui.o at tire enct oi rhe fiscal year. Please note

your iJroan Hotnesteading proJect l'lumDer ( ) whicll lnust be

used orr all Prograill fortns'
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Encl osure

ijpon acquisit,ion of y,ur first Section ii10 irroperty, you mustbegin reporting in HuD's tJrrrarr rion,osteaoing prograrn i{anageri*nrInforntation systenr. Enclosed is a ftlrnr Hui-+rr.to3, property Adiii tionforrn, arrd Huu-40063-A, Instructi.ns io. ij;;.i;;; the.,luarrerry pr,perty
feport-ancl ille \.luarterly progress ileport. inui. fornrs are sentdirectly to HUJ rieadquaiters in lrashingto,, ,c:' If you arederinquentor continuousry fai r to subrrri t updateo"reporti, 

"s requireci, then HU0rnay withhold aoditional funds until tn. ."porti u.. fi leo. TnesereportS rreasure LUHA perforrnance.

,e a r so wi slr to rerni nd you tna t accordi ng to 24 cF( 590.1t (o ) ,"Annual ,(equest for Rrogrirn iu.ti.ipuiion,;'vJu rnust noti fy the riuDField iJffice in writing on <.rr irefore nuguit i,-rg_, and annua r1y
#il:l,|:t, if vou wisir to participate i"n-iru'rroar-,ioil;tl;lifi;

Snoul d you ttave any questions,
Urban Hornesteading Coordinator, at (

please ca1 1

Sincere'ly,

i4a na gef or uPil director

t
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SAi{P LE

(Annual Approval )

ironorab I e
i4ayor of

I

Ci ty, State lip

uear i4ayor

SUtsJc.CT: Approval of Fi scal Year Urban iiornesteading Prograrn
Annual Request for Part,iffi-tion, [City, Stdte.l, ProJect
No.

this is in response to your let'Eer clated in wnich
you request approvai for the City of --to- paFElffite-irr tlte
Uri:an ilorflestcading Prograin in FY .--T am pleased to ltotify you
tnat your request has tteen approvedlt tilis tjine the FY Dudget
for ttre U.S. Uepartrnent, of Hbusing ano Uroan Developrnent hEf-6'ot ireen

a

,

approved, so tile fun,Ji ng level has not been estaDl i sned. You wi 1 I De

notified of funcling availaoility at a later date.

lrr accorrlance wi th 21 CFR r90.11(D) and 24 UFR c9U.I3(b), the
UrDan Homesteading rtgreernent executgd. in FY i s in ef fect for.
anothef yeaf . The Sane terrrls, Condi tiOnS, and assurances rerilain i n
effect with respect to the use clf Section EIU funds.

As in tire past, you rilust subrnit a HU0-4ti0c0, VerificaEion of Fund

Avai laui I i ty, to tne HUJ Urban tlorneste,ld'ing Coordi na Lor to i tlen ti fy the
property(ies) that you have selected for your prograrn, and recei ve froi,t
us a signed HUD-/13, Funds ,ieservation ano Contract Authority,
inOicating that fun<1s are reserveci and the closirrg can take p'lace.
Any uno.ll i gated f unds (wnere t,he property transfer has not occurred,
evel tnough funOs rnay be reserved roy a rtUD-7Iu) wil I oe recaptured at
ttre end of tite fiscal year. Please note that the new Urball
Hornesteaoing nurnoer for (city) this fiscal year is

(nu hypltens ) .

As you know, Section E10 funds are used f,o reirnDurse tne HUri/FrtA,
Vn, and/or FinilA for propertjeS in their inventories that are eligiule
for urbarr hornesteading. Tne rnaxiinurn value of eacn Uriran l'lomesteading
property to be transferreci should not exceed $25,000, except as
otherwise approveci ily this off ice f or a speci f ic property.
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y{e also wish trl remiirtl you tndt in accorddflc€ rvittr Z+ urR
590.1i(D), you Inus't notify tnis riuu Field uf fice in wri [ing orr or
Defore Atrgust I, l9_, and annual ly tnereaf ter, i f you wi itr toparticipate in the urOan i{ornesteading ProErarn in rne upcouiing fiscal
year.

tf you pl ease ca 1 
'l

5 i ncere 1y ,

t/ra na ger

have any questions auout this leEter,
at ( )

L

I



6400.I REV-I

APPTNiIIA'16r-.1,

SAr{Pt-[

(For Invol untary Closeout)

da te

llorrorab.le
t4ayor of
City, State Lip

r)ear i{ayor

SUBJECT: Pendi ng C'loseout of Ci ty of Urban Hornesteatli ng
Progranr, Progect No.

This letter irrft-rrms you that tne Departrnent of Housing ano iiruan
r]eveloprnent is initiatjrrg closeout r.rf the City's Urban Hornesteaoing
Prograrn in accordance with 24 CFR 59U.23, rlue to Lgive explanationl.

Please ire aclvi sed that you have an opportuni ty to i rtforin thi s

off ice'in writ'ing within 3U r.lays of receipt of this letter of any
circurnstances tnat would make this action unwarranted. In the interitn,
please feel free to contacf,
(_)

of my staff at

S i ncere ly ,

t4arrager



5Af,,iPLi-

(ini riation of C ioseoi.rt -- Lack of Pruprerties)

rla te

6400.1 REv-t

APPtN,..)!X'26L.'1.

Uroan

iionorab 1e
iviayor of
Cjty, Srate Zip

,ear i/iayor

SUtsJt.CT: In'i tiation of 0loseout of City of
Homesteadirrg Program, ProSect ilo.

This letter initiates closeout proceedings for your.JrDan
iiornesteatling Program under 24 CFR 590.23. The reason for closeout is
t,he lack of suitaole Federal properties due to local rnarket conditions
wherein the Federal property foreclosures have oiminishecl and horne-
steao'ing is no longer viai-rle nor cost effective.

Under the ter,ns and condi tions of the UrDan Hoiresteading Agreernent
executed on , the L|JHA continues to be obligaued with
respect to t,rre conffiT conveyance, moniturinE, ano final conveyarlce
of properLies to hornesteaoers even after closeout until all properties
are conveyed fee siinp'le to hornesteaders. In order for HUu to close out
tne prograrn, we iilust De cer ta j n tha c al I program requirernents have been
met. Trterefore, il,e request the f ol lowing:

ri report on al"l properties that r,Jere conveyed fee sirnple to
hornesf,eaders pri ur to i iirplerren tati on of tne iJHPlvliS i n FY 19de
i f they rvere rrot entered into tne UllPrriiS. Inforrnat,ion on each
property rnust include the

(a ) property aooress;
(o) Sectjon E10 drawttown arnount;
(c) date of transfer frorn the Federal agency to tne LUiiA;

1

a
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(d)
(e)

uate of final conveyance;
di sposi tion of proper Ey i f not hornesteaued, the da'[e of
iiUi-,, approval, and the al ternati ve use.

rJpdated UHPi,lIS \tuarterly Property and Progress Reports for al j
properE'ies that have not been conveyed fee sintple.

A plan for program inanagenient after closeout t,itat includes a

scneriule until all properties lrave Deen conveyed fee siinple.
Please furnisfr ttre narne, title, departriertt, and telepnone
nurirber of the contact person responsiDle for oversi gtrt.

Please rnaKe the above i terns avai lao je 'Eo us wi thin days
L;nonthsj. Upon review of this, we rvill issue a lerter o-f progra,n
corrrpletion. If you snclu'lci have any questions, p'lease contact

, Uroan i'loinesteadi ng Cooroi rtator, i n thi s of f i ce

s i ncere ly ,

rilanager

2

3

a

a

-2-
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SAPIPLE

(tetter of Program Coinpletion an0 0loseout)

Da te

ilonorab I e
i4ayor of
Ci ty, State Lip

Dear r'layor

SUB.JECT: rtrban ilornesteadi ng Prograrn CoiopleEi on, Ci ty of
ProJect No.

Tiris let,ter responds to your letter of
suirrni tt'ing inforuntion for our approval
cl oseout.

of prograin cornpletion and

ile approve your managernent plan as subrni ttetl. Final progrdtn
closeout is conditioneo upon:

f. i'lonitoring of the rnilestorres of trre rennining properties
tlrrough final cooveyance;

Updating of the ..iitPi'll5 tluarterly Property and Progress Reports
anrJ their tirnely suorni ssion to rleadquarters;

iuloni toring and enforcing the llornesteader's Agreerient with
hoirlesteaoers. This inclucies confirrrr'ing continued occttpancy
and follow-through <ln any rehaoilitation loan oelinquencies.
This may entail, if necessary, finc,iing a neu,, lroinesteauer irt
the event of a breacn of tne Holnesteader Agreerrent, or
obtairring approval frorn HUIJ for alternative use for a property
i f re-nornesteadi ng proves to De 'infeasi ble.

If applicable, floo<i insurance coverage for any affecteo
property ovJner must ue rruintained for tne rlandatory period;

5. etc.

2

3

a

4

I f you sltorrl t1 nave any questi ons
UrDan i"lornesteading Cooruinator in tni

may
ce

, YoU
s offi

contact
at ( )

Sincere ly,

i,lana ger
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SAt,lPLi

FInAL CLu5irJUt Lrf l-rR

(Af ter al I properties are conveyed fee si mple to horresteatrers)

Ua te

Horrorao.l e
i'layor of
ci ty, State Lip

dear r4ayor

This letter confirrns final closeout of tne Cjty of
Uroarr Hornesteaoi ng Prograrn. Al1 requi rernents under tne ori gi na1 Uroan
riornesteading Agreernent and our letter of program completion qateo

ha ve treen ine t.

vrle look forwarcl to working with you in future Hriri programs.

Sincerely,

i,/lanager

l

I
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CEAPTER 1.

ITiTTRODUCTIOT{

1-I. PURPOSE. This handbook sets forth HUD requirements
implementing the pro
Community Developmen
Development Block Gr
Handbook is provided

L-2. SCOPE. T?re Handbook contains
program Part 57O, SubParts A,

visions of Title I of the Housing and
t Act of L974 governing the Community
ant (CDBG) nntitlement program. The
in loose leaf form so that individual

pages or sections can be easily updated-

the regulations for the CDBG
C, D, J, K, M and O.

I-3. EOW 1lO CITE A EUD REGULATION. Following is an example in
nity Development Blocktc ng a requ rement o e

Grant Regulations. (24 C.F.R. Part 570):

Code of Federal Iations

r.

70.50 b (1)

Part

Title

Par

Par ra

r-1



570. r.

570.2
570.3
570.4
570. s

Subpart A -- Greral hrisions.
Sec.

hrrpose.
Prirnary objective.
Definitions.
Allocation of funds.
Waivers.

Subpart A -- Greral Prorrisiqs.

S 570.1 Ptrpse.

(a) Ttris part describes policies and prrccedu::es applicable to the
following programs authorized under Title I of the Housing and
Ccmnunity Develotrrrent Act of L974, as anended:

(1) Entitlsrent grants prpgram (Subpart, O);

(2) Snall Cities progtrams HUD addnistered CDBG nonentitlsrent
funds (Subpart r);

(3) State program: State-adninistered CDBG nonentitlsnent funds
(Subpart r);

(4) Secretarlz's F\rnd program (Subpart. e );
(5) Urban Develotrrrent Action Cirant program (Subpart G); and

(6) Loan G.rarantees (Subpart M) .

(b) Subparts A, C, J, K, and O apply to all programs in paragraph (a)
except as npdified or ]imited under the pnovisions of these
subparts or the applicable program regulations. In the
application of the subparts to the Secretary's F\rnd program or the
Urban Develotrrrent Action Grant program, the reference to funds in
the form of grants in the term "CDBG funds," as defined in
S 570.3(e), shall nean the grant funds under those prrcgrams. The
subparts do not apply to the State program (Subpart I) except to
the extent e4>ressly ::eferred to.

S 570.2 kirrury ObJective.

The prinary object.ive of Title I of the Housing and Ccnnmnity
Developrent Act of 1974, as anended, and of the ccnnunity developrent
program of each grantee under the Tit.l-e is the developrent of viable
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urban ccnnmnities, by providing decent housing and a suitable }iving
envirornent and e>ipanding econcrnic opportunities, principa.Ily for
persons of lov,r and mcderate inccne. Consistent with this prirnary
objective, not less than 60 per"cent of CDBG funds received by the
grantee under Subparts D, F, and M shall be used in accordance with the
applicable requirorents of those subpa.rts for activities that benefit
lErsons of lcnr and noderate inccme.

S 570.3 Definitions.

(a) ,Actrt npans Tit1e I of the Housing and Ccnnn:nity Develotrrrent Act
of 1974 as anended (42 U.S.C. 5301 et seq. ) .

(b) "Age of housing" neans the ntrnber of existing lear-:rcund housing
units constructed in 1939 or earlier, based on data ccnpiled by
the United States Bureau of the Census referable to the sare trrcint
or period of tine available frncrn the latest decennial census.

(c) "gpplicant" neans a State, unit of general local goverrrrent, or EIrl

Indian tri-be wtrich makes application pursuant to the provisions of
Subparts E, F, G or M.

(d) "Buildings for the general conduct of goverrment" reans city
halls, county a&ninistrative buildings, State capitol or office
buildings or other facilities in which the legislative, judicial
or general ackninistrative affairs of the governrrent are conducted.
Such term does not include such facilities as neighborhood service
centers or special purpose buildings located in lo,v and mcderate
inccne areas that house various nonlegislative functions or
services pr"ovided blz goverrrrent at decentralized locations.

(e) "CDBG funds" means Ccnnmnity Develotrxrent Block Grant funds,
including funds received in the form of grants under Subparts D or
F I l-oans gnraranteed under Subpart M, urban rener,sal surplus grant
funds under Subpart N, and program inccne defined in
S s70.s00(a;.

(f) "Chief Executive Officer" of a State or unit of general local
goverrrrrent neans the elected official or the legally desiginated
official, wto has the prirnary restrrcnsibility for the conduct of
that entity's goverrrrental affairs. Exanples of the "chief
executive officer" of a unit of general local governnent are: the
elected nnlor of a municipality; the el-ected county executive of a
county; the chairperson of a county ccnrnission or board in a
county that has no elected county executive; and the official
designated pr:rsuant to law bry the governing body of a unit of
general local goverrrrent.
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(g) (1) "City" rreans, for purposes of Entitlsrent Ccnnmnity
Develo6xent Block C,rant and Urban Developrent Action C;rant
eligiJrility:

(i) Any unit of general Iocal goverrnent wtrich is classified
as a nmnicipality by the United States Bu::eau of the
Census or

(ii) Any other unit of general local govermpnt wttich is a
tovsn or tcn^mship and wtdch, in the determination of the
Secretarlz:

(A) Possesses po/€rs and performs functions ccnparable
to those associated with rmnicipalities;

(B) Is closely settled (except that the Sec:retarlr nny
reduce or waive this reguirsrent on a case by case
basis for the purlrcses of the Action Gnant
program); ard

(C) Contains within its boundaries no incorporated
places as defined by the United States Bureau of
the Census wtrich have not entered into cooperation
agrearents with such tovsn or tornnship for a period
covering at least 3 1rears to undertake or assist in
the underbaking of essential ccnnmnity develotrrrent
and housing assistance activities. The
determination of eligibility of a tcrvrn or tcrvnship
to qualify as a city wiII be based on information
available fr"crn the United States Bureau of the
Census and inforrnation pr:ovided by the tcr,rn or
tcrunship and its included units of general local
governnent.

(2) For purposes of Urban Develogrent Action Grant eligibility
only, "city" neans Gram, the Virgin Islands, Anerican Sanoa,
the Ccnnornrealth of the lbrthern }4ariana Islands, the
counties of Kauai, Maui, and Hawaii in the State of Hawaii,
and Indian tribes r^fiich are eligible recipients under the
State and Local Goverrnrent Fiscal Assistance Act of 1972 and
Iocated on reserl/ations or on forner Indian resenrations in
Oklahcrna as determined by the Secretarlr of the Interior or in
Al-askan Native Villages.

(h) "Discretionary grant" flpans a grant made frcrn the Secretarlr's F\rnd
in accordance with Subpart E.

(i) "EntitlqrenL anpunt" means the anount of funds which a
netropolitan city is entitled to receive under the Entitlsrent
grant program, as determined bry fornmla set forth in section 106
of the Act.
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(i)

(k)

(r)

(m)

(n)

(o)

(p)

(q)

"Extent of qrcwth lag" neans the ntrnber of persons wtto would have
been r:esidents in a netropolitan city or urban county, in excess
of the current population of such retropolitan city or urban
county, if such-retnopolitan city or urban county had a potrruIation
qro\^rth rate betrleen 1960 and the date of the rnrst recent
population count available fr:crn the United States Bureau of the
Census referable to the sane point or period in tfue equal to the
trnpulation grcwth rate for such period of aII netrotrrcIitan
cities.

"Extent of housing overcrc^^ding" neans the ntrnber of housing units
with 1.01 or mcle [Ersons per ::ocrn based on data ccnqpiled and
published bry the United States Ehr:reau of the Census available fncrn
Lhe latest census r:eferable to the sare trnint or period in tine.

"Extent of pCnrerty" Ireans the ntunlcer Of persOns wtpse inccnes are
belcw the poverty level based on data corpiled and published by
the United States Bureau of the Census available frcrn the latest
census referable to the sane point or period in tirre and the
Iatest reports frcrn the office of }danagarent and Budget. FoT

purposes of trris parb, the secretary has deternfned that it is-neilfrer feasiJrle nor appr.opriate to make adjustnents at this tjne
in the ccnputations of "extent of trrcverty" for regional or area
variations in inccne and cost of living.

"Family" reans all persons living in the sane household wtto are
related b,y birth, narriage or adoption.

"Household" neans all the [Ersons wtro occutr4g a housing unit. The

occupants nray [g a single family, one person living alone, trno or
rrtcre families Iiving together, or any other ga"oup of related or
unrelated [Ersons wtto share living arrangerents.

rrH[JDir rreans the Departnent of Housing and Urban Developrent.

"Indian tribe" IIEans any Indian tribe, band, 9rcuP, and nation,
including Al-aska Indians, Aleuts, and Eskjnos and any Alaska
Native village, of the united states wtrich is considered an
eligible recipient under the Indian Self-Deterndnation and

Edu6ation Assistance Act (PuJcIic Law 93-638) or under the State
and I-ocal Fiscal Assistance Act of 1972 (Public law 92'512\.

"I-cnnr and mcderate inccrne hOusehOld" or "Io\ner inccne household"
rreans a household having an inccne equal to or less than the
Sectiol B lorner inccne tir,rits established by HUD. The netlrod for
determining inccne under the Section B Housing Assistance Paynents
pr^ogram need not be used for this purpose.
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(r)

(s)

(r)

(u)

"ICr,,l and mOdefate inCOffe pe1s3n" Of "fcna€f inCOfne tr)e1s3n" fieans a
rne-nfEr of a fanrily having an inccne equal to or: less t.han t-he

Section B lcnner inccxte ljmit established by filiD. Unrelated
individuals shall be considered as one lErson fami.lies fo:: this
purpose. The rethod for determining incone under the Section 8

Housing Assistance Paynents program need not be usecl for this
purpose.

"I-crv incore household" means a household having an inccxne equal to
or less than the Section B very lcx,v inconre limit established by
H[JD. The rethod for determining incone under the Sect.ion B

Housing Assistance Paynents program need not be used for this
purpose.

"I-ow inCCfiE person" means a nrsnl:er of a family having an inconp
eguat to or less than the Section B very lcxr incone timit
eJtablished by HUD. Unrelated individuals shall be considered as
one person farnilies for this purpose. The nethcrt for determining
inccne under the Section B Housing Assistance Palrrents program
need not be used for this Purpose.

"l4etrotrrclitan area" reans a netrotrrclitan statistical area, as
established bry the Office of I'lanagarent and Budget.

(v) "lr,tretropolitan city" neans:

(1) A city within a netropolitan area which is the central city
of such area, as defined and used by the Office of Managarent-
and Budget, or

(2) Any other city, within a netrotrrclitan area, which has a
population of fifty thousand or mlre.

(3)
(i) Each city losing its classification as a rnetropolitan

city b1r reason of a decrease in population or revisions
in the designation of netropolitan areas or central
cities, or any city classified as or desned by law to be
a netropolitan city for purposes of assistance under any
section of the Act for fiscal year 1983 oI: any
subsequent fiscal year sha1l retain such qualification
for purposes of receiving such assistance through
Septanber 30, 1989 .

(ii) any unit of general local governlnent that becomes
eligible to be classifierl as a rnetropolitan ciLy, and
was not classified as a nretropolitan city in t-he
jnnediately preceding fiscal year, may, upon sutrnissir:rl
of written notification to the Secretary, defer it.s
cfassif ication as a rnetropolitan city for a1l pur1nses
under the Act-, if it elecLs to have its glpulatiort
included in an urh-nn r:ountY.
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(w)

(iii) Ilctwithstanding paragraph (v)(3)(i) of this definition,
a city may elect not to retain its classification as a
netropolitan city for fiscal year 1988 or 1989.

(iv) Any city classified as a netropolitan city pursuant to
paragraph (v)(1), (2) or (3)(i) of this definition, and
that no longer qualifies as a netr"opolitan city under
paragrraph (v)(1), (2) or (3)(i) of this definition in a
fiscal year @inning after fiscal year 1989, shall
retain its classification as a nebropolitan city for
such fiscal year and the succeeding fiscal yiear, except
that in such succeeding fiscal lear the arncunt of the
grant to such city shall be 50 pe::cent of the arncr:nt
calculated under section 106(b) of the Act; and the
renaining 50 percent shall be added to the alrount
allocated under section 106(d) of the Act to the State
in wtrich the city is Iocated and the city shall be
eligiJcle in such succeeding fiscal lear to receive a
distribution frsn the State allocation under section
106(d) of the Act.

"lbderate inccrne household" reans a household having an inccrna
equal to or less than the Section I lorr"rer inccne limit and ga=ater
than the Section I very low inccne Umit, established by fUD. The
rethod for determining irrccne under the Section 8 Housing
Assistance Paylrents progtram need not be used for this pur?ose.

(x) "Ibderate inccne person" IIEans a lrernber of a farnily having an
inccne equal to or less than the Section 8 lor,*er inccne Iimit and
greater than the Section 8 very lop inccne limit, established b1r

HuD. Unrelated individuals shall be considered as one Prson
families for this prrpose. The rethod for deterrnining inccne
under the Section 8 Housing Assistance Palrrents prcgram need not
be used for this pryose.

(v) "lilonentitlsrent am3unt" means the anrcunt of funds wttich is
allocated for use in a $tate's nonentitlsrent areas as determined
hry fornmla set forth in section 106 of the Act.

(z) "lrlonentitlsrent area" IIEans an area wtrich is not a net:otrrclitan
city and not included as part of an urban county.

(aa) "Population" reans the total resident population based on data
ccnpiled and published by the United States Bureau of the Census
available frcrn the latest census or which has been upgraded hry the
Bureau to reflect the changes resulting frcrn the Boundary and
Annexation Survey, nev incorlrcrations and consolidations of
governrlents pursuant to S 570.4, and r*hich reflects, ratere
applicable, changes resulting frcrn the Bureau's latest population
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determination through it est.inating technique using natural
changes (birth and death) and net mi-gration, and is referable to
the sane point or period in tine.

(bb) "Sec::etar1r" Ireans the Secretarlr of Housing and Urban Develotrxrent

(cc) "State" rleans any State of the United States, or eu1

instn-urentality the:reof [,r the Governorl and the
Ccnrnorn,ealth of Puerto Rico.

(dd) "Unit of general local goverrrlent" fieans any cityr county, totnn,
tcxunship, parish, village or other general puq)ose political
subdivision of a State; Gram, the librthern l,lariana Islands, the
Virgin Islands, and Anerican Samca or a general purpose political
subdivision thereof; a ccrnbination of such political subdivisions
r"ecognized L51 the Secretarlz; the District of Colunrbia; and the
trrst Territory of the Pacific Islands. Such term also includes a
State or a local public bodlz or agency (as defined in section 711
of the Housing and Urban Develotrrrent Act of 1970), a ccnnnrnity
association, or other entity, r^ftich is apprrcved by the Secretary
for the purpose of pr:oviding public facilities or services to a
ns^/ conrnunity as part of a prolFam reeting the eligiJ:ility
standards of section 7I2 of the Housing and Urban Developrent Act
of 1970 or title IV of the Housing and Urban Developrent Act of
r"968.

(ee)
(1) The term "urban county" neans any county within a

retropolitan area which--

(i) is authorized under State law to undertake essential
ccnnn:nity develotrrrent and housing assistance activities
in its unincorporated areas, if any, wttich are not units
of general local govemllent; and

(ii) has a population of 200,000 or mcne (excluding the
population of netrolrclitan cities tho:ein) and has a
ccnrbined population of 1001000 or nore (excluding the
popmlation of netr"opolitan cities therein) in such
unincortrrcrated areas and in its irrcluded units of
general l-ocal goverrllent (and in the case of counties
having a ccnrlcined population of less than 200,000, the
areas and units of general local governlent rmst include
the areas and units of general local governnent which in
the aggregate have the preponderance of the persons of
Icnp and mcderate inccne wtro reside in the county
excluding retropolitan cities therein) in wtrich it has
authority to underLake essential ccnnmnity developrent
and housing assistance activities and wtrich do not elect
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(2)

i.-o fta.ic tilei-r a-,priiation exciude"l, or "'it-h wfijt--i: -i- he's

ent.c-r:exl j n+;o ccr_:ce i:atj.Cn acrreant=ntg t-p rindertake .-rl: L.-

arss-i,:it, :n '.he 'rllLiertaklnq cf =ssenria,l c:ltrft;-I.11-';'
a:+'',e i('I,nrent ari nousin.i alssrstance aclj-\'. :'ii-rs

The term "urban county" aiso includes an1,' cther courli --

ei:qiJ:le under 5sc;ion 102(a;(6) of t-he Act,

Aril' county classi f isl tis an urban --'-"-int-7 :ursll-lll- --l
galaqr:aph (ee)(1) cr (i) of thjs Cefrnit'cn, rnd that,'.c
1c:,ger qualifies as an ur:Lnn counLw '-nder mraglapll i€€)(1)
or (21 erf -'his def:-nriicn iii ei fis',-;rl -';ea::;eqiru.1ing after
fisc;:' i,'ear 1989, shall retaill j.ts r;-lassif icatlcn as ln 

".rrbancounty for such fiscal y:a-r anil i-he -'ucceedino t |;;cal )€al:,

""c"pl i-iiatt in such succealinq fiscai year tlie orl-ruct :f :he
gr:ant Lo such an urban coun+'Y shaii be 50 per:cent cf *-he

anxrunt- calculated under section 105(b1 of the Act; and the
lernriil,ing 50 g:rcent shail- be adclerl lo +-he alrcunt aliocaCeci
r-rrxler. section 106(d) of t-h'e Act --c che State ip which the
u::ban county is l-ocatecr and the urban county shail be
eligible in such succeeding fiscal year t'o receive a

clisiribution frcrn the state allocation under section 106(d)
of the Act.

r3)

(4) In determining r^i^rether a county's comlcined population
contains t-he reguired percentage of lcxr and rncderate inccrne
persons, the DeparLment will identify the number of persons
Lhat resided in applicable areas and units of general local
goverTrrrEnt based on data fronr t-he most recent decennial
ce.,sr-,s, and using incone limits that would have applied for
the lzear in which that census was taken.

(ff) "Urban Developnent Action Grant" (UDAG) nleans a grant made by the
Secretary puriuant to section 119 of the Act and Subpart G of this
part.

S 570.4 Allmation of furds.

(a) The del enninat-ion of eligibitity of units of general local
goverrrrpnt to receive entitlsrent grants, the entitlstent amcunts,
ihe allocation of apprr:priated funds to States for use in
nonentitlernent areas, the reallocation of funds, and ttre
allocation of appropriatecl funds for discretionary grallts unrier
the secreLary's nrnd shall be governed by the policies and
procedures described in sections 106 and 107 of the Act.

(b) T'}rc definitions in S 570.3 shall- goverlr in applying the policies
and pr^ocedures described in secLions 106 and 107 of the Act.
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In cietc::ttini;c e:ir,i-Lrl1 it-12 i'-rt ,.:nt-i1-lcttE,:l-. ':nC jn ail'--c.rtittg funrls
,.ltder: sect-icn lC6 r--,{:'-fre-,tcr : li;ri,rlr-,,, i:'ir-;a: ',:-:a:..,i:- \-r:ai, ijiili,r;jir
j^C<lrlalll I Zf,- .-jfLr:l:ii1,." :r,a-rl:s ,ltl,,i qqt:--L:l-,-.i-ri 'lCa1 l-':... l da::: =S alld :ill'
3t-ai-Lls Jf :txjt-ropc,:.i t-.;tl 3re.,ts;:trd ce;tLi,la.1 clt,"s .::'iecl-irrr.': alsl 'i
july 1 prececiing :uc,:ir l?i-:rjeral f isi:a.L -"-ear, sl.i;,,a:1. t,r: i.he
fcllowing i inj tatr cns ;

(1) With resgrt tcr -cr1.:or.]Le sL.atus as cert'iietl Ly t-he'

:i:pl jcairl; i.'l;11--.; r1c1 a.raila-bie for: prcressino b-; 1,.he Censi:s
pt.-r=arr ,.s .:f s .r__h r1eLe;

'l) 
.i,th :^=sp*>.rt t-o h.lunCar,u r--hanges or annexa'-icns, aS are ,-:ser1

:.y' ihe iensiis *:reau -in nrepEr:ing p.opuiati';n est:-:tlat-es fcl'
all ceneral pur;r:se '7r-.rr7sv1-ronr-a1 units and ar:e a.railal:le irr:
p:::cessinr; lr,z i.he Census Bureau as cf such dateo excect 1--ha'.

Frny Eij.ir bcunc;rry char,.-ges or annexati.ons wt^rich ;:esu11- ln r-he

E-rpuiai-ron cf a unit of general focal qcverrfiIEnt reaching :r
=xcesling 50r000 shail be recognized fcr this p:rpose rvhet-he.r
cr: not such changes are used iry the Census Bureau in
preparing such lrcpulation estinntes; and

(3 ) With respect to the status of l,{etropolitan Statistical Areas
and central cities, as officially desigrrated by the Office of
Managarent and Budget as of such date.

(d) In determining whether a county qualifies as an urban county, and
in ccnputing entitlsnent amounts for urban counties, the
danographic values of lrcpulatir:n, poverty, housing overcrcxnding,
and age of housing of any Indian tribes located within the county
shall- be excluded. In allocatirtg anounts to States for use in
nonentitlsrent areas, the darographic values of population,
poverty, housing overcrcxnrding and age of housing of all Indian
tribes located in all nonentitled areas shal1 be excluded. Tt is
recognized that all such data on Indian tribes ar:e not generally
available from the United States Bureau of the Census and that
missing portions of data will have to be estfunated. In
acccnplishing any such estirnates the Secretary may use such other
related inforrnation avail,able from reputable sources as may sesn
appropriate, regardless of the data's point or period of tinre and
shall use the best judgsnent gtssible in adjust.ing such daLa to
reflect the same pnint or perio<1 of tirne as the overall data frcNt
r"trich the Indian tr:ibes are being deducted, so that- such deduction
shall not creaLe an imba]ance with those over:all daLa.

(e) Amcunts rarnining after cl.oseout of a grant which are r:equireri t-o
be returned t.o HUD under the provisions of S 570.509, GranL
closeout proceciures, shafl be cortsidere<l as funds avail-able for
reallcrat-ion unLess t-he appr:opriation under which the funds wcr:e
provided to the Departnx=nt has J-apse<i.
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S 570.5 lilairrers.

The Secretarlr may waive any requirorent of this part not required
by law wtenever it is deterrnined that undue hardship will result frcrn
applying the requirsrent and wtrere application of the requirerent r,rould
adrrersely affect the purposes of the Act.

A-10 5lge



Sec.
570.200
570.20L

SubearE C -- Eligibte lcLiviLies.

Ceneral policies.
Basic eligiJrle activities.
EligiJrle rehabilitation and p:esenration activities.
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(a)

Subpart C -- Etigible lctivities.

S 570.200 ereral trnlicies.

Deterrdrntion of eligibilitv. An activity rrray be assisted in
only if iu 6r the follcnving

requirlsrents ar:e net:

(1) ccnpliarrce with section 105 of the Act. Each activity must
neet the eligiJrility requirnarents of section 105 of the Act
as further defined in this subpart.

(2) ccnpriarce with nationar obiectives. c,rant recipients under
the Entitrqrent and HUD-actn-inister=d snarr cities programs
nmst certify that tteir projected use of funds has been
develo@ so as to gir,re ,ra"ifi-"n feasi-ble priority to
activities wtrich wiII carrlr out one of the national
objectives of benefit to lor,v and mrderate inccne fardlies or
aid in the prevention or elimination of slurns or blight; the
prcjected use of funds may also include activities wtr-ich the
r"ecipient certifies a::e desigrned to neet other ccnmunity
develotrrrent needs having a particular urgenqr because
existing conditions pose a serious ard irnEdiate th:eat to
the health or r,,,elfa::e of the ccrnrn:nity wtrere other financial
llesources are not avairable to neet such needs. Consistent
with the foregoing, each necipient under the Entitrsrent and
HlD-acLninistered Snall Cities programs must ensure, and
rnaintain evidence, that each of its activities assisted with
CDBG funds neets one of the three natiornl objectives as
contained in its cerLification. criteria for deterrnining
wlether an activity add:resses one or nrcre of these objectives
are contained at S 570.208.
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tI iiance with the ob ective
as its pr:irnary obje<--tive the

and noderate inccrre Prsons in the
the rsrninder of the CDBG funds and
be excludecl frcrn the calculation;

conrnunities, by providing ciecen t hcusing and a suil-able
living environnent and exPandi-ng econcrnic opportunities,
principally for persons of lcxr' and noderate ilccne.
Consistent with this ob jec't-ive, Entitlsrent and HUD-

adndnistered Snnll Cities recipients nmst ensure that, over a
period of tine specified in their certification not to excesl
Lfr."" years, not less than 60 percent of the aggregate of
GDBG fund e>rpenditures shall be for activities neeting the
criteria under S 570.208(a) for benefiting low and nroderate
inccrne persons. In determining Lhe percentage of funds
e><pended for such activities:

(i) Cost of adninistration and planning eligiJcl-e r:nder
s 570.205 and S 570.206 will be asstnred to benefit lcnr

The Act establishes
t. of vial:le urban

SAIIE AS

accordingly shall

(ii) F\rnds deducted LD/ HUD for reSnlzlrent 9f_ urban rens^ral
tsrporary loans pursuant to S 570.802(b) shall be
excluded;

(iii) F\rnds expended for the repaynent of loans guaranteed
under the provisions of Subpart M shall also be
excluded;

(iv) F\rnds expended for the acquisition, ne\d constn-lction or
rehabilitation of pr^operty for housing that qualifies
underS570.20B(a)(3)shallbecountedforthispurpose
but shal1 be hmited to an anrcunt deterrnined by
nn_rltiplying the total cost (including CDBG and non-cDBG

costs) of the acquisition, construction or
rehabilitation by the percent of units in such housing
to be occupied Llf low and nroderate inccne persons; and

(v) Funds expended for any other activities qualifying under
s 570.20-a1a1 shall be counted for this purpose in their
entirety.

Ccxrpliance with environrnental revisl/-progedurqq' The
iet forth aL 24 CFR Part- 58

must be conpleted foreach activity (or project as defined in
(4)

24 CFR Part 58), as aPPlicable.

(s) Cost principles. Costs incurred, wtrether charged on a direct
or an indirect basis, must be in confonlance with the
requiranents of Ol4B Circulars A-87, "Cost Principles
appticaile to Grants ancl Contracts with state attd Iocal
Governrnentsr" A-122r "Cost Principles for Non-profit
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Organizationsr" or A-21, "Cost Principles for Educational
Institutionsr" as applicable. A-l-1 itsns of cost listed in
Attactrrent B of these Ci:rculars wtrich requi::e prior Federal
agency app:oval are allormble without prior approval of HUD

to the extent they ccrply with the general policies and
principles stated in Attactnent A of such Circulars and a::e
otherr,vise eligible under this subpart. Honever, pre-
agrreerent costs are limited to those costs descriloed at
s s70.200(h) .

(b) Special policies governing facilities. The follcruing special
policies apply to:

(1) Facilities containinq both eliqil:Ie and ineligible uses. A
public facility othe::wise eligi-ble for assistance under the
CDBG program nray be pr"ovided with CDBG funds even if it is
part of a nmltiple use building containing ineligible uses,
if:

(i) The facility which is othenvise eligible and prrcposed
for assistance will occupy a designated and disc::ete
area within the larger facility; and

(ii) The recipient can determine the costs attriJrutable to
the facility proposed for assistance as separate and
distinct frcrn the overall costs of the rmltiple-use
building and/or facility.

A]lcnnrable costs are limited to those attributable to the
eligible portion of the building or facility.

(2) Fees for use of facilities. Reasonable fees nny be charged
for the use of the facilities assisted with CDBG funds, but
charges, such as excessive rsnbership fees, which will have
the effect of precluding lcnp and mcderate inccne persons frcrn
using the facilities, Erre not perrnitted.

(c) Special assess:rents under the CDBG prcgram The folloaring
trrcIicies relate to special assessnents under the CDBG program:

(1) Definition of special assessnent. The term "special
assessrent" neans the recovery of the capital- costs of a
public irnprovanent, such as streets, water or ss^Er lines,
curbs, and gutters, through a fee or charge Ievied or filed
as a lien against a parceJ- of real estate as a direct result
of benefit derived frcrn the installation of a public
inprovarent, or a one-tine charge rnade as a condition of
access to a public irrprovarent. This term does not rel-ate to
taxes, or Lhe establistrrent of the value of real estate for
the purpose of Ievying real estate, property, or ad valorsn
taxes, and does not include periodic charges based on the use
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of a public inprovarent, such as water or se\^er user charges,
even if such charges incl-ude the recovery of all or scne
portion of the capital costs of the public fuprrovarent.

(2) Special assessnents to recover capital costs. Where CDBG

funds are used to pay all or part of the cost of a public
inprovarent, special assessrrents rnay be inposed as follcnos:

(i) Special assessnents to recover the CDBG funds nny be
nade only against prrcperties orrvned and occupied by
persons not of los and moderate inccne. Such
assessnents constitute program inccne.

( ii) Special assessnents to recover the non-CDBG lrcrbion rnay
be nnde prrcvided that CDBG funds are used to pay the
special assessrrent in behalf of aII properties cr,sned and
occupied by lcxu and moderate inccne persons; except that
CDBG funds need not be used to pay the special
assessrrents in behalf of pr:operties crnned and occupied
by nrcderate inccne persons if the grant recipient
certifies that it does not have sufficient CDBG funds to
pay the assessnents in behalf of all of the l.os and
npderate inccne cx^Jner-occupant persons. Funds collected
th:ough such special, assessrrents are not pr'ogrram
inccne.

(3) Rrlclic inq:rovsrents not initially assisted with CDBG funds.
The paylrent of special- assessllents with CDBG funds
constitutes CDBG assistance to the public -irrprovarent.
Therefore, CDBG funds nny be used to pay special assessnents
provided:

(i) The installation of the pubJ-ic inprovarents was carried
out in ccnpliance with requirerents applicable to
activities assisted under this part including
envirorrrental, citizen participation and Davis-Bacon
requirarents;

(ii) The installation of the public inproverent neets a
criterion for nationa] objectives in S 570.208(a)(1),
(b), or (c); and

(iii) The reguirsrents of S 570.200(c)(2)(ii) are ret.

(d) Consultant activities. Consult ing services are eligibJ-e for
assistance under this part. for professional- assistance in program
planning, developrent of ccnnmnity developrent objectives, and
other general professional guidance relating to program execution.
The use of consultants is governed by the following:
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(1) frrployer-enq:loyee type of relationship Iib person providi-ng
consultant services in an arployer-arplolee type of
relationship shall receive rn:re than a reasonable rate of
ccrq:ensation for personal senrices paid with CDBG funds. In
no event, hcr,rever, shall such ccnpensation exceed the nnxinnm
daily rate of coq)ensation for a GS-18 as established by
Federal law. Such services shall be evidenced b1r r,sritten
agrearents between the parties wtrich detail the
restrrcnsi-bilities, standards, and ccnpensation.

(2) Independent contractor relationship. Consultant setrrices
priovided under an ildependent contractor relationship a::e
governed by the procurerrent requirarents jl 24 CFR 85.36 and
are not subject to the GS-18 limitation.

(e) Recipient determinations r"equired as a condition of eliqibility.
In several instances under this subpart, the eligiJrility of an
activity depends on a special local detennilation. Recipients
shal] nnintain docunentation of all such determinations. A
r,.rritten determination is required for any activity carried out
under the authority of SS 570.201(f), 570.202(b)(3), 570.203(b),
570.204, and 570.206(f). A written deterrnination is also required
for certain relocation costs under S 570.201(i).

(f) l,Ieans of carrying out eligi-ble activities

(1) Activities eligible under this subpart, other than those
authorized under S 570.204(a), may be underLaken, subject to
local law:

(i) By the recipient th:rcugh:

(A) Its arployees, or

(B) Prrccursrent contracts governed by the requirenents
of 24 CFR 85.36; or

(ii) Through agr:eerents with subrecipients, as defined at
S 570.500(c); or

(iii) B1r one or nrcre pubJ-ic agencies, including existing
Iocal public agencies, that are desiginated by the chief
executive officer of the recipient.

(2) Activities nade eligible under S 570.204(a) nay only be
undertaken b1r subrecipients specified in that section.

(q) Limitation on planning and ackninistrative costs. llo nnre than 20
percent of the sum of any grant plus program inccne received
during the program year (or the grant period for grants under
Subpart F) shal} be e><pended for plarrning and program
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adninistrative costs, as defined in SS 570.205 and 570.206
respectively. Recipients of entitlsrent gtrants under SubparL D

will be considered to be in confornnnce with ttr-is limitation if
ex;:enditr:res for planning and adninistration during the nrcst
recently ccnqlleted program lear did not exceed 20 percent of the
sr.rn of the entitlsrent grant nade for that program year and the
program inccne received during that prcgram year.

(h) Reimbr:rssrent for costs. Prior to the effective

(i)

date of the grant agrearent, a recipient rnay obligate and spend
Iocal funds for the pur?ose of envirorrrental assessllEnts required
W 24 CFR Part 58, for the plaruring and catrncity building purposes
authorized bV S SZO.205(b) , for engineering and design costs
associated with an activity eligible under S 570.201 th:rcugh
S 570.204t for the provision of inforrnation and other resou:rces to
residents pursuant to S 570.206(b), for relocation activities
carried out pursuant to S 570.605, and for costs of ccrnplyhg with
pr.ocedural requirarents for acquisition under S 570.606 but not
for the cost of the real prrcperty itself. After the effective
date of the grant agrearent, the recipient may b reimbursed with
funds frcrn its grant to cover those costs, provided such Iocally
funded activities were undertaken in ccnpl-iance with the
requirarents of this part. at:d 24 CFR Part 58.

Urban DeveloFnent Action Grant. Grant assistance IrEIy be provided
with Urban Developrent Action Grant funds, subject to the
provisions of SubparL G, for:

(1) Activities eligibte for assistance under this subpart.; and

(2) Notwithstanding the provisions of S 570.207, such other
activities as the Secretarlr nray determine to be consistent
with the purposes of the Urban Developrent Action Grant
program.

(i) Constitutional tion. In accordance with First Anenckrent
State Princ es, as a general rrle, CDBG ass istance nny

not be used for religious activities or provided to prirnarily
religious entities for any activities, including secular
activities. The following resLrictions and limitations therefore
apply to the use of CDBG funds:

(1) CDBG funds may not be used for the acquisition of property or
the construction or rehabilitation (incJ-uding historic
preservation and rsnrval of architectural barriers) of
stmctures to be used for religious pu4rcses or which will
otherwise pr^cnrcte religious interests. This lfuritation
includes the acquisition of property for cxnmership by
prirnarily religious entities artd the construction or
rehabilitation ( including historic preservation and rerncval
of arrhitectural barriers ) of structures cxnmed by such
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entities (except as pe::nitted under pa.ragraph ()) (2) of this
section with respect to rehabilitation and under pa.ragraph
(j)(4) of this section with respect to retrnirs undertaken in
connection with public services) regardless of the use to be
rnade of the p:operLy or structure. Property orvned by
primarily religious entities Irray be acquired with CDBG funds
at no nore than fair rnarket value for a non-religious use.

(2) CDBG funds nny be used to rehabilitate buildings cnnmed by
prirnarily religious entities to be used for a wtrolly secular
purpose under the follcxr.ring conditions:

(i) The building (or trrcrtion thereof ) that is to be inpr.oved
with the CDBG assistance has been leased to an existing
or na,rly established wtrolly secular entity (wttich IrEy b
an entity established b1r the religious entity);

(ii) The CDBG assistance is pr^ovided to the lessee (and not
the lessor) to make the inprovarents;

(iii) The leased prenises will be used exclusively for
secular purposes available to persons regardless of
religion;

(iv) The lease palznents do not exceed the fair rnrket rent of
the pranises as they r,ere before the fuprovarents are
made;

(v) The portion of the cost of any inprovarents that also
serve a non-leased part of the building will be
allocated to and paid for Lry the lessor;

(vi) The lessor enters into a binding agresnent that unl-ess
the lessee, or a qualified successor lessee, retains the
use of the leased pranises for a vftolly secufar purpose
for at feast the useful life of the inprovarents, the
fessor will pay to the l-essee an anount equal to the
residual vafue of the inprovarents;

(vii) The lessee nn:st rsnit the amount received frcrn the
Iessor under subparagraph (2) (vi) of this section to
the recipient or subrecipient frcrn which the CDBG funds
were derived.

The lessee can also enter into a rnnageflent contract
authorizing the lessor religious entity to use the building
for its intended secul-ar purpose, e.9., hcxreless shelt-er,
provision of public services. In such case, the reJ-igious
entity nmst agree in the rnanagen€nt contract to carry out the
secu.Iar purpose in a rnanner free frcxn religious influences in
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accordance with the principles set forth in paragraph (j)(3)
of this section.

(3) As a general rule, CDBG funds nny b used for eligible public
services to be provided ttrrough a prirnarily religious entity,
where the religious entity enters into an agn:eorent with the
recipient or subrecipient f:icrn which the CDBG funds are
derived that., in connection with the provision of such
services: .

(i) it wiII not discrimilate agairst any arplolee or
applicant for erployrent on the basis of religion and
will not limit anployrent or give preference in
erplolznent to persons on the basis of religion;

(ii) it will not discrirninate against any [Erson applying for
such public senrices on the basis of religion and will
not limit such services or give preference to persons on
the basis of religion;

(iii) it will pr"ovide no religious instmction or counseling,
conduct no religious worship or services, engage in no
religious proselyt.izLng, and exert no other religious
influence in the provision of such public senrices;

(iv) the porLion of a facility used to pr"ovide the public
serrices shal-l contain no religious symbols or
decorations, other than those perlEmently affixed to or
part of the stmcture.

(4) !,lhere the public services provided under paragraph (j)(3) of
this section are carried out on property crnmed by the
prirnarily religious entity, CDBG funds nny also be used for
rninor repairs to such proprty wtrich are directly related to
carrying out the public senrices wtrere the cost constitutes
in dollar terms only an incidental portion of the CDBG

e><penditure for the public senrices.

S 570.201 Basic eligible activities.

CDBG funds nny b used for the fol-lcrrping activities:

(a) Acquisition. Acguisition in wtrole or in part by the recipient, or
other public or private nonprofit entity, lqr purchase, long-term
Iease, donation, or otherwise, of real pr"operty (including air
rights, water rights, rights-of-way, eassrents, and other
interests therein) for any public purlrcse, subject to the
Iirnitations of S 570.207.
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(b) Disposition. Disposition, through sale, Iease, donation, or
otherwise, of any real properLy acquired with CDBG funds or its
retention for public purposes, including reasonable costs of
tarqrcrarily nnnaging such pl"operty or property acgui::ed under
urban renoral, provided that the proceeds fricrn any such
disposition shall be program inccne subject to the reguiranents
set forth in S 570.504.

(c) Public facilities and inprovqLerytB. Acquisition, constmction,
reconstmction, rehabilitation or installation of public
facilities and inprovarents, except as pr"ovided in S 570,207(a),
carried out b1z the recipient or other public or private nonprofit
entities. In undertaking such activities, design features and
inprovanents wtr-ich prcnote energ-y efficienry IrEy b included.
Such activities nny also include the execution of architectural
design features, and similar tr.eatnents intended to enhance the
aesthetic quality of facilities and inproverents receiving CDBG

assistance, such as decorative paverents, railings, sculptures,
pools of water and fountains, and other rrorks of art. Facil-ities
designed for use in providing shelter for [Ersons having special
needs are considered public facilities and not subject to the
pr"ohiJcition of neh/ housing constmction described in
S 570.207(b) (3). Such facilities include shelters for the
hcneless; convalescent hcrnes; hospitals; nursing hcnes; battered
spouse shelters; halfway houses for run-away children, drug
offenders or paroleesi group hcnes for nentally retarded [Ersons
and tanporarlz housing for disaster victims. In certain cases,
nonprofit entities and subrecipients including those specified in
S 570.204 nlay acquire title to public facilities. When such
facilities are or/\med b1z nonprof it entities or subrecipients, they
shall be operated so as to be open for use bry the general public
during all- nornnl hours of operation. Pulclic facilities and
inprovarents eligible for assistance under this pa.ragraph are
subject to the policies in S 570.200(b).

(d) Cfearance activj-ties. Clearance, dan:Iition, and rsrxrval- of
buildings and inprovarents, including novsrent of stmctures to
oLher sites. Dsrolition of HUD-assisted housing units IrEy b
undertaken only with the prior approval of HuD.

(e) Public services. Provision of public services (including Iabor,
supplies, and nnterials) which are directed totrard hproving the
ccnnmnity's public services and facil-ities, including but not
limited to those concerned with anplolznent, crjrre prevention,
child care, heal,th, drug abuse, education, fair housing
counseling, energ'y conservation, uelfare, or recreational- needs.
fn order to be eligible for CDBG assistance, public services nmst
neet each of the follcxuing criteria:

(1) A public service nmst be either a ns^r service, or a
quantifiable increase in the Level- of a service above that
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wtrich has been prrcvided by or in behalf of the unit of
general local goverrrrent (through funds raised blr such unit,
or received b1r such rinit fncrn the State in which it is
tocated) in the tr,velve calendar nonths prior to the
sutrnission of the statsrent. (An exception to this
requirarent nray be made if HUD determines that the decrease
in the level of a service was the result of events not within
the control of the unit of general local goverrrrent. )

(2) The alnrunt of CDBG funds used for public services shall not
exceed 15 percent of each grant except as provided in
paragraph (3) belcw. For entitlsrent grants under Subpart D,
ccnpliance is based on the anount of CDBG funds obligated for
public service activities in each program year ccrnpard to 15

percent of the entitlsrent. grant made for that program year.

(3) A r"ecipient wtrich obligated nrcre CDBG fr:nds for public
services than 15 pe:rcent of its grant funded fr"crn Federal
fiscal lzear 1982 or l-983 app:rcpriations (excluding any
assistance received pursuant to Fr:lclic I-aw 9B-B), mY
obligate rrcre CDBG funds than 15 per"cent of its grant for
public services so long as the arncunt obligated in any
program year does not exceed the percentage or anount
obligated in Federal fiscal year 1982 or 1983, wtrichever
nethod of calculation yields the higher aml:nt.

(f) Interim assistance.

(1) The folloring activities IrEy b undertaken on an interim
basis in areas exhibiting objectively determinable signs of
physical deterioration where the recipient has deternined
that irnrediate action is necessary to arrest the
deterioration and that pernranent inprovanents will be carried
out as soon as practicable:

(i) The repairing of streets, siderualks, par-ks, playgrounds,
publicly cx,vned utilities, and public buildings; and

(ii) The execution of special garbage, Lrash, and debris
rsnrval, including neighborhood cleanup canrpaigns, but
not the regular curbside collection of garbage or trash
in an area.

(2) In order to alleviate anergency conditions threatening the
public healt_h and safety in areas wlrcre the chief executive
officer of the recipient deternrines that such an energency
condition exists and requires innediate resolution, CDBG

funds may be used for:

(i) The activities specified in paragraph (f)(1) of this
section, except for the repair of parks and
playgrounds;
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(ii) The clearance of streets, including sno\^/ remcval and
sirnilar activities; and

(iii) The inproverent of private pr"operties.

(3) Al-1 activities authorized under pa.ragraph (f)(2) of this
section are limited to the extent necessarfr to alleviate
eflErgency conditions.

(g) Paynent of non-Federal share. Paynent of the non-Federal share
required in connection with a Federal grant-in-aid program
undertaken as part of CDBG activities, provided, that such palznent
shall be Umited to activities otherr,vise eligible and in
ccnpliance with applicable requirarents under this subpart.

(h) Urban renssal ccnpletion. Paynent of the cost of ccnpleting an
urban renstal project funded under Tit1e I of the Housing Act of
1949 as alrended. F\rrther inforrnation regarding the eligibility of
such costs is set forth in S 570.801.

(i) Relocation.
pernnnent Y
businesses, nonprofit organizations, and farm operations where
assistance is:

(1) Reguired under the prrcvisions of S 570.606(a), (b) or (c);
or

(2) Determined by the recipient to be app::opriate under the
provisions of S 570.606(d).

(i) I-oss of rental inccne. Paynents to housing c^dners for losses of
rental- inccne incurred in holding, for tsrporarlz periods, housing
units to be used for the relocation of individuafs and families
displaced by program activities assisted under this part..

(k) Rsnrval- of architectural barriers. ial projects directed toSpec
the rqncval of rnaterial and architecturaI barriers which restrict
the nobility and accessibility of elderly or handicap@ persons
to publicly cwned and privately cxnmed buitdings, facilities, and
inprovarents.

(1) Privately onmed utilities . CDBG funds rnay be used to acquire,
constmct, reconstruct, rehabilitate, or insLall the distribution
lines and facilities of privately owned utilities, including the
placing underground of ns^7 or existing distribution facilities and
Iines.

Relocation paylrents and other assistance for
and tarqrcrarily rel-ocated individuals, farnilies,
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(m) constmction of housinq. GDBG funds nny be used for the
ssisted under section l7 of the United

States Housing Act of 1937.

S 5?0.202 Eligible retrabilitalion ard presenration activities.

(a)

(b)

AS
of:

(1)

(2)

(3)

(4)

(1)

(2)

of and for rehabilitation
CDBG may be used to the tation

Privately ornmed buildings and inp:rovarents for residential
F,tqpsesi

I-ovv ilccne public housing and other publicly ovrned
residentiat buildings ard inp::ovarents;

R:blicly or privately cwned ccnnercial or industrial
buildings, eicept that the riehabititation of such buildings
cxnmed b1r a private for-profit hrsiness is limited to
inpr"ovarents to the exterior of the br:ilding and the
co-rrection of code violations ( further inp:ovarents to such
buildings IrEy b undertaken pr:rsuant to S 570.203(b)); ard

tr4anufactured housing wtren such housing constitutes part of
the ccnnn:nity's perrnnent housing strck.

Assistance to private individuals and entities, including
profit naking and nonprofit organizations, to acquire for the
purpose of rehabilitation, and to rehabilitate properties,
for use or resale for residential purposes;

Tal^orr rnaterials, and other costs of rehabilitation of
properties, including repair directed torrard erl accumulation
of deferred naintenance, replacsrent of principal fixtures
and ccrrqrcnents of existing stmctrrres, installation of
security devices, including snrcke detectors and dead bolt
Iocks, lnd renovation through alterations, additions to, or
enhancsrent of existing stmctures, wttich nay be undertaken
singly, or in ccnrbination;

I\rpes of assistance. CDBG funds IrEy b ,?d to finance the
@habilitation activities, and related costs,
either sinqly, or in ccnrbination, thrcugh the use of gEants,
loans, toan guarantees, interest supplarents, or other neans for
buildings ana inpro,rarents descri-bed in paragraph (a) o! this 

-
section] except ttat r.enatrilitation of ccrnre::cial- or industrial
buildings is lirritea as descri-bed in trnragraph (a)(3) of this
section.
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(3) Loans for refinancing existing indebtedness secured [r a
pa.operLy being rehabilitated with CDBG funds if such
financing is deterrnined hy the recipient to be necessary or
appropriate to achieve the locality's ccnnmnity developrent
objectives;

(4) Inproverents to increase the efficient use of energ'y in
stmctures through such neans as installation of storm
windcnas and doors, siding, wall and attic insulation, and
conversion, nodification, or replacsrent of heating and
cooling equiprent, incJ-uding the use of solar energ"y
equipxrent;

(5) Inpr:overents to increase the efficient use of water th:rough
such neans as water saving faucets and shorcr heads and
r.epair of water leaks;

(6) Connection of residentia] structures to water distribution
Iines or local ss^r'er collection lines;

(7) For rehabilitation carried out with CDBG funds, costs of:

(i) Initial hcneowner warranty preniuns;

(ii) Hazard insurance prenitrrs, except rahere assistance is
pr^ovided in the for:n of a grant; and

(iii) Flood insurance preniurns for propert.ies covered by the
Flood Disaster P:rotection Act of 1973, pursuant to
s 570.605.

(iv) Pr^ocedures concerning inspection and testing for and
abatsrent of lead-based paint, pursuant to S 570.608.

(B) Costs of acquiring tools to be lent to ohrners, tenants, and
others wtro wiII use such tools to carrlz out rehabilitation;

(9) Rehabilitation services, such as rehabilitation counseling,
energry auditing, preparation of r,rrcrk specifications, Ioan
processing, inspections, and other services related to
assisting c&vners, tenants, contractors, and other entities,
pa.rticipating or seeking to pa.rticipate in rehabilitation
act.ivities authorized under this section, under section 312
of the Housing Act of 1964, as anended, under section 810 of
the Act, or under section 17 of the United States Housing Act
of 1937; and

(10) Assistance for the rehabilitation of housing under section 17
of the United States Housing Act of 1937.
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(c) Code enforcsrent. Code enforcsrent in deteriorating or
deteriorated areas v*tere such enforcsrent together with public

(d)

inprovarents, rehabilitation, and services to be provided, Irray b,e

expected to arrest the decline of the area.

Historic preservation. CDBG funds nny b used for the
remj.tltetion, preservation or restoration of historic
pr"operties, wtether publicly or privately owned. Historic
prrcperCies are those sites or structur:es that are either Iisted in
or eligiJcle to be listed in the National Register of Historic
Places, listed in a State or local inventory of historic places,
or designated as a State or local lanchnark or historic district bY

appropriate law or ordinance. Historic presesration, hcn'rever, is
not authorized for buildings for the general conduct of
goverrrrent.

(e) Renovation of closed CDBG funds Inay b used to
renovate c , such as closed school buildings, for
use as an eligible public facility or to r:ehabilitate such
buildings for housing.

S 5?0.203 Speciaf ecorrcmic developent activities.

A recipient nny use CDBG funds for special econcrnic develotrrrent
activities in addition to other activities authorized in this subpart
v*rich may b carried out as part of an econcrnic developent project.
Special ictivities authorized under this section do not include
assistance for the constmction of neur housing. Special econcnric
developrent activities include:

(a) The acquisition, constmction, reconstruction, rehabilitation or
j-nstallation of ccnne::cial or industrial buildings, structures,
and other real prrcperLy equipnrent and inprrcvenents, including
railroad spurs or similar extensions. such activities may be
carried out by the recipient or public or private nonpr"ofit
subrecipients.

(b) The provision of assistance to a private for-profit business,
includirrg, but not limited to, grants, Ioans, loan guarantees,
interest supplanents, technical assistance, and other forms of
suptrrcrt, for any activity where the assistance is necessarlr or
appropriate to carry out an econcrnic developrent project,
exltraing those described as ineligible in S 570.207(a). In order
to ensure that any such assistance does not unduly enrich the for-
profit business, the recipient shall concluct an analysis to
det-ermine that- the anpunt of any financial assistance to be
provided is not excessive, taking into account the actual needs of
the business in nraking the project financially feasible and the
extent of public benefit expected to bre clerivecl frcm the econcrnic
developrenl project. The recipient shall docunent the analysis as
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well as any factors it considered in nnking its detertnination that
the assistance is necessarlr or appropriate to carrlf out the
p::oject. The requirarent. for naking such a detennination applies
wtrether the business is to receive assistance frcrn the recipient
or through a subrecipient.

S 570.204 Specia] activities by centain subrecipients.

(a) Eliqijcle activities. The recipient nny pnovide CDBG funds (e.9.,
grana oi loan1 to any of the three types of subrecifr.ents
specified in paragraph (c) of this section to carry out a
neighborhood revitalization, ccnnmnity econcntic develotrrrent, or
energiy consenration project. Such a pr"oject rnay include activities
listed as eligible under this subprt, and activities not
other^vrise listed as eligible under this subpart, except those
described as ineligible in S 570.207(a), wten the recipient
deterrnines ttnt such activities Erre necessary or app:iopriate to
achieve its ccnnmnity develotrrrent objectives. Iilctwithstanding
that such subrecipients may carq/ out activities as part of such
p::oject that are not othe::vuise eligiJrle under this subpart, this
provision does not authorize:

(1) p:rovision of public services that do not reet the
requir:arents of S 570.201(e1(1) and (2);

(2) pr"ovision of assistance to a for-prrcfit business that does
not ccnply with the requirsrents of S 570.203(b); or

(3) carrlring out activities that would otherwise be eligible
under SS 570.205 or 570.206 but that rnould result in the
recipient exceeding the limitation in S 570.200(9).

(b) Recipient responsibilities . Recipients are responsible for
ensuring that CDBG funds are used by the subrecipients in a manner
consistent with the requirsrents of this part and other applicable
Federal, State, or local law. Recipients are also responsible for
carrying out the envirorrrental review and clearance
restrrcnsibilities .

(c) Eligi-ble subrecipients. The follov^ring are subrecipients
authorized to receive assistance under this section:

(1) I'leighborhood-based nonprofit- organizations. A neigl'rJcorhood-
based nonprofit organization is an association or
corporation, duly organized to prcrrote and underLake
ccnnmnity developrent activities on a not-for-profit basis
within a neighborhood. An organization is considerecl to be
neighborhood-based if the rnajority of either its nernbership,
clientele, or lloverning body are residents of the
neighborhood where activities assisted with CDBG funds are to
be carried out. A neighborhood is defined as:
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(i) A geographic location within the jurisdiction of a unit
of general local goverrrrent (but not the entire
jurisdiction) designated in corprehensive plans,
ordinances, or other local docr:nents as a neighborhood,
village, or similar geogrraphical designation;

(ii) The entire jurisdiction of a unit of general local
goverrrrlent wtrich is under 25,000 population; or

(iii) A neighborhood, village, or similar geographical
designation in a l.ler,v Ccnmunity as defined irt
S s70.403(a) (1).

(2) Section 301 d Snrall Business Investrrent
Section 301(d) Bus ANESS Investnent Ccnpany .I-S

A
an entity

(3)

organized pursuant to section 301(d) of the Snall Business
Investnent Act of 1958 (15 U.S.C. 681(d)), including those
wtrich are pr"ofit rnaking.

I-ocal develofnrent corporatiglq. A local develotrrrent
cortrrcration is:

(i) An entity organized pursuant to Title VII of the
Headstart, Econcrni-c @portunity, and Ccnnn:nity
Partnership Act of t974 (42 U.S.C. 29BI) or the
Ccnnmnity Econcrnic Developrent Act of 1981 (42 U.S.C.
9801 et seq. );

(ii) An entity eligible for assistance under section 502 or
503 of the SrnaII Business Investnent Act of 1958 (15
u.s.c . 696);

(iii) Other entities incorlrcrated under State or local law
wtrose membrship is representative of the area of
operation of the entity (including non::esident cnnrners

of businesses in the area) and rshich are similar in
purpose, function, and scope to those specified in (i)
or (ii) above; or

(iv) A state developrent entity eligible for assistance under
section 501 0f the Snnll Business Investrnent Act of 1958
(1s u.s.c. 695) .

S 5?0.205 Eligible plaruring, wban envircrnental design ard poticp
planning-rnnagarcnttapacity hrilding activities.

(a) planning activities which consist of all costs of data gathering,
studies, analysis, and preparation of plans and the identification
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of actions that w-ill inplarent such plans, including, but not
Iimited to:

( 1) Ccnprehensive plans;

(2) Ccnnnmity developrent plans;

(3) F\rnctional plans, in areas such as:

(i) Housing, including the develotrrrent of a housing
assistance plan;

(ii) Iand use and urban envirornental desigrn;

( iii) Econcrnic developrent;

(iv) Open space and ::ecreation;

(v) Energy use and consenzation.

(vi) floodplain and u,etlands rnanaganent in accordance with
the requirgrents of Executive O:ders 11988 ard 11990;

(vii) ItansporLation;

(viii) Wilities; and

(ix) Historic presenration.

(4) Other plans and studies such as:

(i) SnaII area and neighborhood plans;

(ii) Capital irnprovarents programs;

(iii) Individual pnoject plans (but excluding engineering ard
design costs related to a specific activity wtrich are
eligi-ble as trnrt of the cost of such activity under
ss 570.201-570.204);

(iv) The reasonable costs of general envinornental, urban
envinorrrental design and historic preservation studies.
However, costs necessary to ccnply with 24 CFR Part. 58,
including project specific envirorrrental assessrnents and
cl-earances for activities eligible for assistance under
this part., are eligible as part of the cost of such
activities under SS 570.201-570.204. Costs for such
specific assessrrents and clearances nny also be incurred
under this paragraph but would then be considered
plaruring costs for the purposes of S 570.200(q);
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(b)

(v) Strategies and action prog"rqrc to rnplarent plans,
including the develotrment of codes, ordinances and

regulations;

(vi)Supportofclearinghousefunctionsrsuchasthose
specifiea in Executive Order L2372; and

(vii) Analysis of in@inents to fair housing choice.

poliry - planning - m.magsrent - capacity building activities
wtrich will enable the recipient to:

(1) Determine its needs;

(2\ Set long-term goals and short-term objectives, including
those related to urban envirorrrental design;

(3) Devise programs and activities to neet these goals and

objectives;

(4) Evaluate the progress of such plograms and activities in
acccnplishinqthese goals and objectives; and

(5) Carry out nnnagarent, coordination and nonitoring of
activities .rec5ssary for effective planning inplarentation,
but excluding the costs necessarT to inplarent such plans.

S 5?0.205 Program adninistration qcsts.

Palment of reasonable adninistrative costs and carrying charges
related-to the planning and execution of ccnnn:nity developrent.
activities assisted in whole or in part with funds provided under this
trnrt and, wtpre applicabte, housing activities (described in paraqraph
(g) of this sectio-n; covered in the recipient's housing assistance
pi;". This does not include staff and overhead costs directly related
Lo carrying out activities eligible under S 570.201 through S 570'204,
since those costs are eligiJcle as part of such activities.

(a) c;eneral nnnaqgllent, oversiqht and cqgrdilation. .Reasonable costs
of-overtll program rranagorenE, coordination, nrcnitoring, and

evaluation. Srlch costs-include, but are not necessarily Iildted
to, necessary expenditures for the follcnring:

(1) Salaries, wages, and related costs of the recipient's staff,
Lrre staft of 

-local public agetrcies, or other staff engaged in
program ackninistration. In charging costs to this category
the recipient may either include the entire salary, wages,

a.d relatecl costs allcc-able to t5e pr.gralll of each Prson
wlrc:se PrllleIf resSnnsibilities with regard to the progrant

i,volv6 pinq,-anr actui.istraLion assig"nnents, or the prorata
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share of the salarlr, wages, and related costs of each person
whose job includes any program adninistration assigrnents.
The recipient may use only one of these nethods during the
program year (or the grant period for grants under Subpart
F) . Program adninistration includes the folloruing types of
assigrnents:

(i) Pr^oviding loca1 officials and citizens with infonnation
about the prog'ram;

(ii) Preparing program budgets and schedules, and anendrents
thereto;

(iii) Developing slrstans for assuring ccnpliance with program
requirarents;

(iv) Developing interagenry agrearents and agreerents with
subr.ecipients and contractors to carry out pnogram
activities;

(v) I*bnitoring program activities for progress and
ccnpliance with program requirerents ;

(vi) Preparing reSnrts and other docunents related to the
program for sutrnission to HUD;

(vii) Coordinating the resolution of audit and nr:nitoring
findings;

(viii) Evaluating program results against stated objectives;
and

(ix) Managing or supervising persons wtpse prinrary
restrrcnsibilities with regard to the program include such
assigrrrents as those described in paragraph (a)(1)(i)
through (viii) of this section.

(2) TYaveI costs incurred for official business in carrying out
the program;

(3) Adninistrative services perfornred under third parLy contracts
or agreenents, including such services as general legat
services, accounting services, and audit senrices; and

(4) Other costs for goods and services required for
adninist-ration of the program, including such goods and
services as rental or purchase of equipnent, insurance,
utilities, office supplies, and rental and maintenance (but
not purchase) of office space.
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(b) Pr:bl-ic inforrnation. The provision of inforrnation and other
resources to residents and citizen organj-zations participating tn
the planning, irnplarentation, or assessllent of activities being
assisted with CDBG fr:nds.

Fair housinq activities. Provision of fair housing services
@ fair housing obiectives of Title VIII of
tne iivil Rights Act of 1968 by nnking persons of all races,
colors, religions, sexes, and national origins aware of the range
of housing opportunities availabte to than; other fair housing
enforcsrentr-education, and outreach activities; and other
activities desigrned to further the housing objective of avoiding
undue concentrations of assisted persons in areas containing a

high proportion of lcxnr and npderate inccne persons'

(Raroved and Reserved)

Indirect Costs. Indirect costs IrEy b charged to the CDBG program

under a cost allocation plan prepared in accordance with OMB

Circulars A-21, A-87 or A-122 as applicable.

(c)

(d)

(e)

(f) Sutxnission of ications for Federal arns. Pretrnration of
for ion to HUD to receive funds under

and UDAG programs, except as ljmited under Subpart. F at
(a) (3). In addition, CDBG funds IrEy be used to PrePare

applications for other Federal Programs where the reciPient
determines that such activities are neces sary or appropriate to
achieve its ccrrnmnity developrent objectives

(s) Artninistrative to facilitate hous CDBG funds may be
used for necessary tive expenses in Planning or
obtaining financing for housing as follcnnls: for entitlsnent
recipients, assistance authorized by this paragraph is limited to
units wtrich are identified in the rec ipient's HUD aPProved housing
assistance plan; for HUD-adninistered srnall cities recipients,
assistance luthorizd by the paragraph is linlited to facilitating
the purchase or occupancy of existing units which are to be
o..rpi"a by lcn, and noderate inccne households, or the
conslmction of rental or c^dner units where at least 20 percent of
Lle uniLs in each proje,cL will trc c.rcupitxl aL affordable
rents/costs bry lcnnr- and noderate inccxre [Ersons. Exanples of
eligible actions are as follcxrss:

( 1) The cost of conducting preliminary surveys and anal-ysis of
rnarket needs;

(2) Site and utility plans, narrative descriptions of the
proposed construction, preliminary cost estirnates, urban
a"=ign docurentation, and "sketch drawingsr" but excluding
architectural, engineering, and other details ordinarily

docrments
the CDBG

s s70.433
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requird for construction purposes, such as structural,
electrical, plunbing, and nechanical details;

(3) Reasonable costs associated with developrent of applications
for nnrtgage and insured loan ccnnritnents, including
ccnmitnent fees, and of applications and proposals under the
Section 8 Housing Assistance Paynents Program pursuant lo 24
CFR Parts 880-883;

(4) Fees associated with processing of applications for rrcrtgage
or insured loan ccnmitnents under prcgnams including those
a&ninisterd by HUD, Farners Hcne Arkninistration (FYnHA),
Federal National l4crbgage Association (FNMA), and the
Goverrrrent National ldcrtgage Association (GNMA) ;

(5) The cost of issuance and adninistration of norbgage revenue
bonds used to finance the acquisition, rehabilitation or
constn:ction of housing, but excluding costs associated with
the pa.ylrent or guarantee of the princilnl or interest on such
bonds; and

(6) Special outreach activities wtrich result in greater landlord
participation in Section 8 Housing Assistance Pa)fients
Program-Existing Housing or similar programs for ]ou and
nrcderate inccne [Ersons.

(h) Section 17 of the United States Housing Act of 1937. Reasonable
costs eguivalent to those described in paragraphs (a), (b), (e)
and (f) of this section for overall program managsrEnt of the
Rental Rehabilitation and Housing Develotrrrent programs authorized
under section I7 of the United States Housing Act of 1937, wtrether
or not such activities are other:rr.rise assisted with funds pnovided
under this part,.

S 570.207 Ireligible activilies.

The general rrle is that any activity that is not authorized under
the provisions of SS 570.201-570.206 is ineligible to be assisted with
CDBG funds. This section identifies specific activities that are
ineligible and provides guidance in determining the eligiJcility of
other activities frequently associated with housing and ccnnn-rnity
developrent.

(a) The follcp,ring activities nay not be assisted with CDBG funds:

1) Eurl{f4qE q4 port.iorrs thereof, used for the general conduct
of qovernnent as defined at S 570.3 (d) cannot be assisted
with CDBG funds. This does not exclude, hovuever, the rsroval
of architectural barriers under S 570.201(k) involving any
such building. Also, where acquisition of real property

c-21 5/8e



includes an existing inprovarent wtrich is to be used in the
provision of a building for the general- conduct of
governnent, the portion of the acquisition cost attrjlcutable
to the land is eligiJ:Ie, provided such acquisition neets a
national objective descrilced in S 570.208.

(2) Ceneral qoverrnent expenses. Except as other^v,rise
specifically authorized in this subpart. or under OMB Circular
A-87, ex[Enses required to carrlr out the regrular
responsiJ:ilities of the unit of general local goverrrrent are
not eligible for assistance under this part.

(3) Political activities. CDBG funds shall not be used to
finance the use of facilities or equiprent for political
purposes or to engage in other partisan political activities,
such as candidate fon:nrs, voter translrcrtation, or voter
registration. However, a facility originally assisted with
CDBG funds may b used on an incidental basis to hold
political neetings, candidate fonms, or voter registration
canpa.igns, provided that all parties and organizations have
access to the facility on an equal basis, and are assessed
equal rent or use charges, if any.

(b) The follcx,ving activities may not be assisted with CDBG funds
unless authorized under provisions of S 570.203 or as otherwise
specifically noted herein, or when carried out bry a subrecipient
under the provisions of S 570.204.

(1) Purchase of equiFrrent. The purchase of equigrent with CDBG

fr:nds is generally ineligible.

(i) Constmction equitrrrent. The pur:chase of construction
equipnent is ineligible, but ccnpensation for the use of
such eguipnent through leasing, depreciation, or use
all-owances pursuant to OMB Circulars A-21, A-87 or A-722
as applicable for an otherwise eligi-ble activity is an
eligible use of CDBG funds. Hcxnever, the purchase of
constmction equipnrent for use as parf of a solid waste
disposal facility is eJ-igible under S 570.201(c).

(ii) Fire protection equifrrent. Pire protection equipnent is
considered for tiris purpose to be an integral parL of a
public facility and thus, purchase of such equiprent
rnould be eligible under S 570.2011c;.

(iii) F\rrnishinqs and personal propertv. The purchase of
equlpuent" ftxLure-s, nntor vehiCles, furr.-ishittgs, or
other personal pr:operty not an integral stmctural-
fixture is generally ineligible. CDBG funds nny be
usecl, houever, to purchase or to pay depreciation or
use allcryualrces (in accordance wiLtr OMB Circulars A-2I,
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(2)

A-87 or A-L22, as applicable) for such itsns ratren
necessarlr for use blz a recipient or its subrecipients
in the adninistration of activities assisted with coec
funds, or wten eligible as fire fighting equitrrrent, or
when such iterns constitute all or part of a pubfic
service pursuant to S 570.201(e).

@eratinq and nnintenance expenses. The generar rure is that
any expense associated with repairing, operating or
rnaintaining public faciJ-ities, inp:roverents and-services isineligible. specific exceptions Lo this general rure are
operating and naintenance expenses associited with public
service activities, interim assistance, and office ipace for
program staff arplo,yed in canlring out the CDBG program. For
exanple, the use of GDBG funds to pay the alfocabre-costs of
operating and naintaining a facirity used in providing apublic service r,vrc-uld be eligibl-e under S 570.10f 1ey, 6ven if
no other costs of providing such a senrice are assisted with
such funds. Exanples of ineligibre operating and naintenance
expenses are:

(i) Maintenance and repair of streets, parks, playgror:nds,
water and ss,,rer facilities, neighborhood facilities,
senior centers, centers for the handicap@, parking and
simirar public facilities. Exanpres of-lnaintenance and
repair activities for which GDBG funds nay not be used
incfude the fil_ring of pot holes in streets, repairingof cracks in sidewalks, the rr:wing of recreational
areas, and the replacsrent of e>rpended street light
bulbs; and

(ii) Paynent of salaries for staff, utirity costs and similar
extrEnses necessary for the operation of public works andfacilities.

subsidize or assist nero residential constmction. GDBG funds
nny not be used for the construction of nor perrnanent
residentiar stmctures or for any program to subsidize orassist such new constmction, except:

(i) As provided under the last resorL housing provisions setforth tn 24 CFR part 42;

(3) l.lerr hous construction. For the purpose of this paragraph,activities supporb the developxrent of lcx/s or npderate
lncome housing including c learance, site asssnbJ-age,
provision of site fuqprovanents and provision of public
irrprovanent s and certain housing pre-construct ion costs setforth in S 570.206(9), are not considered as activities to
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S 5?0.208 Gitenia for national obJectives'

The follcxding criteria shall be used to deterrnine wtrether a CDBG-

assisted activity'.otpti"= with one or mcre of the national objectives
as required under S 570.200(a)(2):

(ii) As authorized under S 570.201(m); or

(iii) When carried out blr a subrecipient pursuant to
S s70 .204(a) i

(4) Incc[re The general rule is that CDBG funds shall
not be used for inccne Palnents for housing or anY other
purpose Exanples of ineligi-Jcle inccne Palznents include:
palillents for inccne nnintenance, housing alloPances, down

palznents, and nortgage subsidies.

exclusion of lour inccne persons' )

(1) Area benefit activities.

(i) An activity, the benefits of which are available to aII
the residents in a particular area, vrhere at least 51

percentoftheresidentsarelcrgandnoderateinccrne.p".=o*.Suchanareaneednotbecoterminouswith

CenSuStractsorotherofficiallyrecognizedboundaries
butrrnrstbetheentireareaservedbytheactivity.An
activity that serves an area that is not prirnarily
residential in character shall not qualify under this
criterion.

(ii)Fornetropolitancitiesandurbancounties'anactivity
rhar would orherwise qualify under s 570.208(a)(t)(il
except that the area served contains l-ess than 51

perclnt lcns and ncderate inccrne residents will also be

consideredtomeettheobjectiveofbenefitinglcx,vand.
noderate i"".rrre [Ersons *fr"t" the propo+i9" of lov^r and

noderate inccne 
-p".tott= in the area is within the

highest quartile of all areas in the recipient's
luiisaic€i"" in ter:rns of the degree of .concentration of
such persons. In applying this exception' HUD will

(a) Activities benefitinq lclv.I and rcderate, rsons' Activities
(4) of this

=".ti"" as applicJl", ,ii-f f" consiaerea to benefit lor and

noderate inccrre prsons unless there is substantial evidence to
thecontrarlr.l.nassessinganysuchevidence,thefullrangeof
direct effects of the assiltea activity will be considered' (The

.".ipi".rt shall appropriately ensure that activities that neet

these criteria ao not'benefit m:derate inccne [Ersons to the
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deternrine the lotest proportion a recipient rnay use to
qualify an area for this purpose as follcn^rs:

(A) Al-l census block groups in the recipient's
jurisdiction shall be rark ordered fncrn the block
group of highest proportion of lcr^r and noderate
inccrne persons to the block group with the lolest.
For urban counties, the rank ordering shall cover
the entire area constituting the urban county and
shall not be done setrnrately for each participating
unit of general local goverrrrent.

(B) In any case wtere the total mrnber of a recipient's
block groups does not divide evenly b1r four, the
block group wtrich vurould be fractionally divided
between the highest and second quart.iles shal-l be
considered to be part of the highest quartile.

(C) The p:rcportion of lovs and nr:derate inccrre persons
in the last census block group in the highest
quartile shall be identified. Any service area
located within the recipient's jurisdiction and
having a proportion of lop and nxcderate inccne
prsons at or above this level shall be considered
to be within the highest quartile.

(D) If block group data are not avail-able for the
entire jurisdiction, other data acceptable to the
Secretarlr nny b used in the above calculations.

(iii) Por purposes of determining qualification under this
criterion, activities of the sane type that serve
different areas will be considered separately on the
brasis of their individual service area.

(iv) In determining whether there is a sufficiently large
percentage of 1or,v and nrcderate inccne persons residing
in the area served by an activity to qualify under
paragrraph (a)(1)(i) or (ii) of this section, the nost
recently available decennial census infornration shafl be
used to the fullest extent feasible, together with the
Section B inccne limits that woufd have applied at the
tine the inccne infornation was collected by the Census
Bureau. Recipients that believe that the census data
does not reffect current relative inccne level-s in an
area, or where census boundaries do not coincide
sufficiently well with the serwice area of an activity,
nray conduct (or have conducted) a current survey of the
residents of the area to determine the percent of such
persons that are lcw and m:derate inccne. HUD will
accept infonnation obtained ttrrough such surveys, to be
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used in lieu of the decerrnial census data, wtrere it
deternrines that the survey was conducted in such a
nErnner that the results npet standards of statistical
reliability that are cornparable to that of the decennial
census data for areas of similar size. Wtere there is
substantial evidence that provides a clear basis to
believe that the use of the decennial census data would
substantially overstate the proportion of persons
residing there that are lour and nrcderate inccne, HUD nay
require that the recipient rebut such evidence in order
to dsronstrate ccnpliance with section 105(c) (2) of the
Act.

(2) Limited clientele activities.

(i) An activity which benefits a lirnited clientele, at J-east
51 percent of whcrn are Ios or nrcderate inccne [Ersons.
(The follcrving kinds of activities nay not qualify under
this paragraph: activities, the benefits of which are
available to all the residents of an area; activities
involving the acquisition, constnrction or
rehabilitation of p:operty for housing; or activities
where the benefit to lcrv and mcderate inccne persons to
be considered is the creation or retention of jobs. ) Tto

qualify under this paragraPh, the activity rust neet one
of the follcx^ring tests:

(A) Benefit a clientele who are generally prestmed to
be principally lov,r and nxrderate inccne persons.
The follcruing groups are prestrred bV HIID to neet
this criterion: abused children, battered spouses,
elderly persons, handicap@ persons, hcneless
persons, illiterate persons and rnigrant farm
rnnrkers; or

(B) Require infornration on family size and inccne so
that it is evident that at Ieast 51 percent of the
clientele are persons whose family inccne does not
exceed the lcnr and m:derate inccrne limit; or

(c)

(D)

Have inccme eligibility requirorents which lirnit
the activity exclusively to lcnv and moderate inccne
persons; or

Be of such nature and be in such location that it
nray be concludecl that the activity's clientele will
prirnarily be }crw and npderate inccrre [Ersons.

(ii) A special project directed to r=nrcval of nlaterial atrd
architectural bnrriers which restrict the nnbility and
accessibility of elclerly or handicapped persons to
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pubticly ourned and privately owned non-residential
buildings, facilities and inp:rcvarents and the ccnnon
areas of residential structu::es containing nore than one
d,velling unit.

(3) Housinq activities. An eligible activity carried out for the
pnrrpose of pnoviding or inproving pennanent residential
structures wtrich, upon conpletion, wiII be occupied by 1c*,
and noderate j-nccne households. This vlould include, but not
necessarily be limited to, the acquisition or rehabilitation
of properby, conversion of non-residential structures, and
ner,.r housing constmction. If the structure contains two
doetling units, at least one nmst be so occupied, and if the
structure contains nrrre than two dvelling units, at least 51
percent of the units nmst be so occupied. Where tralo or nore
rental- buildings being assisted are or will be located on the
sarre or contiguous properties, and the buildings wiII be
under corrncn ornmership and nnnagerent, the grou@ buildings
nny be considered for this purpose as a single stmcture.
For rental housing, occupancy bry lcw and nrcderate inccne
households must be at affordable rents to gualify under this
criterion. The recipient shall adopt and make public its
standards for determining "affordable rents" for this
purpose. The follouring shall also qualify under this
criterion:

(i) Wlren less than 51 percent of the units in a structure
will be occupied by low and mcderate inccne households,
CDBG assistance nay be provided in the follcxring limited
circunstances:

(A) The assistance is for an eligi-ble activity to
reduce the developrent cost of the nq^r construction
of a rmrltifanily, non-elderly rental housing
project;

(B) I.Iot. less than 20 percent of the units will be
occupied by low and nxcderate inccne households at
affordable rents; and

(C) The proportion of the total cost of developing the
project to be borne by CDBG funds is no greater
than the proportion of units in the project that
will be occupied by Io^, and mcderate inccxre
households.

(ii) When CDBG funds are used to assist rehabilitation
eligible under S 570.202(b)(9) or (10) in direct support
of the recipient's Rental Rehabilitati.on program
autlnrized under 24 CFR Part 511, such funcls shall be
considered to benefit lcns and moderate inccne persons
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wtrere not less than 51 percent of the units assisted, or
to be assisted, by the recipient's Rental Rehabilitation
program overall are for lo,v and nrcderate inccrre
persons.

(4) Job creation or retention activities. An activity designed
to create or retain pennanent jobs where at Ieast 51 percent
of the jobs, ccnputed on a ful] tine equivalent basis,
involve the arploynent of lovv and moderate inccne persons.
As a general 11le, each assisted business shall be considered
to be a separate activity for purposes of dete::nining wtrether
the activity quatifies under this paragraph. Hol€ver, in
certain cases such as wtpre CDBG funds are used to acquire,
develop or irprove a real proprty (e.9., a business
incubator or an industrial park) the requirsrent rnay be net
b1z neasuring jobs in the aggregate for aII the businesses
which locate on the ProPerbY, provided such businesses are
not other:wise assisted Ly CDBG funds. Additionally, where
CDBG funds are used to pay for the staff and overhead costs
of a S 570.204 subrecipient rnaking loans to businesses frcrn
non-CDBG funds, this requirarent may be ret by aggrregating
the jobs created by alt of the businesses receiving Ioans
during any one year period. For an activity that creates
jobs, the recipient rm-rst docr:nent that at least 51 percent of
the jobs will be held by, or will be available to, lovs and
m:derate inccxre prsons. For an activity that retains jobs,
the recipient nn:st docr.urent that the jobs would actually be
lost without the CDBG assistance and that either or both of
the folloring conditions apply with respect to at least 51
percent of the jobs at the tine the CDBG assistance is
provided: the job is kncxnn to be held by a lcnnr or noderate
inccrre person; or the iob can reasonably be expected to turn
over within the follcnaring trao 1rears and that steps will be
taken to ensure that it will be filled b1z, or made available
to, a los or mcderate inccne lErson upon turnover. Jobs wi]I
be considered to be available to lcxnr and m:derate inccne
persons for these purposes onlY if:

(i) Special skills that can onlY
substantial training or work
beyond high school are not a
jobs, or the business agrees
and provide training; and

be acquired with
experience or education
prerequisite to fill such
to hire unqualified Persons

(ii) The recipient and the assisted business take actions to
ensure that low and noderate inccne persons receive
first consideration for filling such iobs.

lbte: Expenditures for activities neeting the criteria for
benefitinq fo,\, and nrcderate inccrne persons shall be used in
determining the extent to which the recipient's overalf program
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(b)

benefits such persons. The calculation shall be made folloring
the rrles descrilced at S 570.200(a)(3).

Activities vrhich aid in the prevention or eIffi
o,ving criteria,

in the absence of substantial evidence to the contrarlr, will be
considered to aid in the prevention or eljrnination of sluns or
blight:

(1) Activities to address sh:rns or on an area basis. An
activity will be cons to p:revention or
elimination of slums or blight in an area if:

(i) The area, delineated by the recipient, neets a
definition of a sh-rn, blighted, deteriorated or
deteriorating area under State or local law;

(ii) Th:rcughout the area there is a substantial ntrnber of
deteriorated or deteriorating buildings or the public

nts are in a general state of deterioration;

(iii) Doctrnentation is maintained by the r"ecipient on the
boundaries of the area and the condition which
qualified the area at the tine of its designation; and

(iv) The assisted activity addresses one or mcre of the
conditions wtrich contributed to the deterioration of the
area. Rehabilitation of residential buildings
carried out in an area neeting the above requirenents
witl be considered to address the area's deterioration
only wtrere each such building rehabilitated is
considered substandard under local definition before
rehabilitation, and all deficiencies rnaking a building
substandard have been eliminated if Iess critical work
on the building is undertaken. At a mininnrm, the local
definition for this purpose must be such that buildings
that it would render substandard'riould also fail to neet
the housing quality standards for the Section 8 Housing
Assistance Paynents Pnogram-Existing Housing (24 CFR
882.109) .

(2) Activities to address slums or blight on a spot basis.
Acquisition, clearance, relocation, historic preservation and
building rehabilitation activities r^drich eliminate specific
conditions of blight or physical decay on a strrct basis not
Iocated in a slum or blighted area will neet this objective.
Under this criterion, rehabilitation is limited to the extent
necessary to eliminate specific conditions detrinental to
public health and safety.
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(3) Activities to address sh.uns or in an urban renqnral-
area. An activity w CONS to address prevention
or elimination of sh:rns or blight in an urban renqsal area if
the activity is:

(i) Iocated within an urban renew-al project area or
Neighborhood Developrent P:ogram (NDP) action area;
i.e., an area in wtrich funded activities were authorized
under an urban rensnral Loan and C,rant Agreerent or an
annual NDP F\mding Agreerent, pursuant to Title I of the
Housing Act of 1949; and

(ii) necessarfr to ccnplete the urban rens,val plan, as then in
effect, including initial land redeveloprent perrnitted
b1r the plan.

lbte: Despite the restrictions in (b)(1) and (2) ot. this section,
any rehabilitation activity wtrich benefits lcxll and mcderate irtccne
persons pursuant to paragraph (a) (3) of this section can be
undertaken without regard to the area in wtrich it is located or
the extent or nature of rehabilitation assisted.

(c) Activities designed to neet ccxrmunity developnent needs having q
particular urqency. In the absence of substantial evidence to the
contrary, an activity will be considered to addness this objective
if the r"ecipient certifies that the activity is designed to
alleviate existing conditions wtrich pose a serious and inuediate
threat to the health or welfare of the ccnnmnity wllich are of
recent origin or wtrich recently becane urgent, that the recipient
is unable to finance the activity on its cnvn, and that other
sources of funding are not available. A condition will generally
be considered to be of recent origin if it developed or becane
critical within 18 npnths preceding the certification bty the
recipient.

(d) Additional criteria

(1) Where the assisted activity is acguisition of real pr"operty,

"r preliminary determination of whether the activity addresses
a national objective may be based on the planned use of tlre
properLy after acquisition. A final deterrnination shall be
based on the actual use of the property, excluding any short-
tenn, torporary use. Where the acquisition is for the
purpose of clearance wtrich will eliminate specific conditions
of blight or physical clecay, the clearance activity shall be
consiclered the actual use of tlrc proper-Ly. Houever, any
suJcsequent use or disposition of the cleared property shall
be t-reaLed as a "change of use" under S 570.505.

(2\ Where ttrc assisted activity is relocation assistance that the
reciprient is retpired to prrrvide, such relocation assistance
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shal-I be considered to address the sane national objective as
is addressd by the displacing activity. Wtrere the
relocation assistance is voluntarlr on the part of the grantee
the recipient nay qualify the assistance either on the basis
of the national objective addressed by the displacing
activity or on the basis that the recipients of the
relocation assistance are lcn^r and nrcderate inccne prsons.

(3) In any case where the activity undertaken for the purpose of
creating or retaining jobs is a public inp::ovarent and the
area senzed is prirnarily residential, the activity rust neet
the requirsrents of paragraph (a)(1) of this section as r,ell
as those of paragraph (a)(4) of ttr-is section in order to
qualify as benefiting low and npderate inccne lErsons.

(4) CDBG funds e><pended for plarning and adrinistrative costs
under S 570.205 and S 570.205 will be considered to address
the national objectives.
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Sunpart, D -- Entitlqlent Gants.

S 570.300 Gereral.

This subpa.rt descri-bes the policies and prrcedures governing the
nnking of ccnnnrnity develotrxrent block grants to entitlsrent
ccnnmnities. The policies and pr:ocedures set forth in Subparts A, C, J,
K, and O of this part also apply to entitlsrent grantees.

S 570.301 hsuhnission rcqui-ercnts.

Prior to the sulrnission to HUD for its annual grrant, the grantee
nust:

(a) Develop a protrnsed statqrent of ccnnmnity developrent objectives
and projected use of funds, including the follcwing itsns:

(1) The ccnnmnity developrent objectives the grantee prrcposes to
[rursue.

(2) The ccnrm:nity developrent activities the grantee proposes to
carry out with anticipated CDBG funds, including all funds
identified in pa.ragraph (b)(1)(i) of this section, to address
its identified ccnnn:nity develotrnent objectives. Each such
activity nmst:

(i) lbet the applicable requirarents of 24 CFR 570 Subpart.
C; and

(ii) Be descri-bed in sufficient detail, including location,
to alloru citizens to deterrnine the degree to wtrich they
may be affected.
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(b) In a rnarurer wtrich pnovides for the tinely citizen e><amination,
atrpraisal, and ccrment on its statsrents, neet the folloring
citizen participation requi:srents :

(1) F\rrnish citizens with jlfo::nation concerning:

(i) The anount of CDBG funds expected to be available
(including the annual- grant, program inccne expected to
be received during the program year together with
program inccne received durilg the preceding program

lear and that has not 1ret been progranmed for use, and
surplus frun urban :renev.ral settlenent for ccnnmnity
developrent and housing activities) ;

(ii) fhe range of activities that Irray b undertaken with
those funds pursuant to the criteria in 24 CFR 570
Subpart C;

(iii) The estirnated anount of those funds proposed to be used
for activities that will benefit lo,v and nrcderate
inccne persons;

(iv) The prioposed CDBG activities Iikely to result in
displacarent and the g antee's plans (consistent with
the grantee's Housirg Assistance Plan and trrclicies
developed trrursuant to S 570.606(b)) for rninimizing such
displacenent of [Ersons as a result of its protrnsed
activities; ard

(v) The types and lerreIs of assistance the grantee will nnke
available (or to rrequire others to nnke available) to
prsons displaced by CDBG furded activities, even if the
grantee expects no such displacerent to occur.

(2) ttrcld at least one public hearing to obtain the vieras of
citizens on the grantee's housing and ccnmunity develogrent
needs (grantees ray elect to hold additiornl hearings and to
cover other subjects ttnough such public hearings, such as
obtaining vierns on specific ccnnunity developrent or housing
activities).

(3) R:blish ccnmunity-wide its pnotrnsed statsrent of ccrnrmnity
developrent objectives and p:rcjected use of funds so as to
afford affected citizens an opportunity to exarnine tte
statsnent's contents, and to provide ccnnents on the pr"otrnsed
statsrent and on the grantee's ccfinn:nity develogrent
perfornance.

(c) Prepare its final- statsrent of ccrmn:nity developrent objectives
and projected use of funds. Once the grantee has conpleted the
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citizen participation ::equirsrents in trnragraph (b) of this
section, the grantee nn:st consider any such ccnnents and visnrs
received and if the grantee desns appr"opriate nrcdify the prrcposed
statsrent. The gnantee shall make the final statsrent available
to the public. The final statsrent may include activities 'aitrichdo not either benefit lcn^r and mcderate inccne persons or prevent
or eliminate shms and blight only if the grantee identifies such
activities in the final statsrent and certifies that such
activities are designed to neet other ccnnmnity developrent needs
having a particular urgenry because existing conditions pose a
serious and innediate threat to the health or welfare of the
ccnnmnity, and other firnncial resources a::e not available.

(d) Sutmit and receive approval of its housilg assistance plan in
accordance with S 570.306.

(Approved by Office of Managarent. and
Budget under Control lib. 2506-0077)

S 570.302 Sutmission requien nts.

(a) Content In order to receive its annual CDBG entitlsrent grant, a
grantee rmrst suhnit the follcrr^ring:

(1) Standard Form 424;

(2) A copry of the grantee's final statsrent of ccnnmnity
develotrrrent objectives and pnojected use of funds, covering
the sane itsns as listed in S S20.301(a); and

(3) CerLifications satisfactory to the Secr"eta-ry covering all of
the itsns listed in S 570.303.

(b) Timing of sutrnissions.

(1) In order to facilitate continuity in its prognam, the grantee
should suhnit its final statsrent to HUD at least 30 days
prior to the starL of its ccnnrunity developnent program year,
but in no event will HUD accept a sutrnission for a grant
earlier than Decsnber 1 or later than the first raorking day
in Septarber of the Federal- fiscal 1rear for which the grant
funds are appropriated.

(2) A pr"ogram 1rear shall rrn for a traielve nnnth period. A
grantee nay, hcnnever, either shorten or lengthen its program
)ear, provided HUD receives written notice of a lengthened
program 1rear at least trno nonths prior to the date the
program 1rear rnnuld have ended if it had not been lengthened,
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or HUD receives notice of a shortened pr"ogrram year at least
tr,vrc nrcnths prior to the end of the shorLened program )zear.

(Approved by the Office of Managarent
and Budget under Cont:pl lb. 2506-0077)

S 570. 303 Certificatiors.

The grantee shall sukrnit cerLifj-cations that:

(a) It [rcssesses legal authority to rnake a grant suLrnission and to
execute a ccnnn:nity develoSrrent and housing progiramt

(b) Its governinq body has duly adopted or passed as an official act a
resolution, notion or similar action authorizing the Prson
identified as the official representative of the grantee to sutrnit
the fj-nal statqrent and anencLrents thereto and aII understandings
and assurances contained therein, and directing and authorizing
the person identified as the official representative of the
grantee to act in connection with the suhrnission of the final
statsrent and to provide such additional information as nray b
required.

(c) Prior to sutrnission of its final statsrent to HUD, the grantee
has:

(1) l4et the citizen participation requirenents of section
104(a)(3) of the Act; and

(2) Prepared its final statqrent of ccnnnrnity developrent
objectives and projected use of funds in accordance with
S 570.301(c) and rnade the final statqrent available to the
public.

(d) The grantee will affirnntively further fair housing, and the grant
will be conducted and adninistered in ccnpliance with:

(1) Title VI of the Civi} Rights Act of 1964 (Pub. L. 88-352, 42

U.S.C. 2000d et seq. ); anA

(2) Title VIII of the Civil Rights Act of 1968 (Rrb. L. 90-284,
42 U.S.C. 3601 et sect. ).

(e) It has develo@ its final statsrent- of projected use of funds so
as to give rnaxirrmm feasible priority to activities which benefit
lo,v and ncderate inccrre families or aid in the prevention or
elimination of slurns or blight. [The fina] stat-snent of projected
use of funds rnay al-so include activities which the grantee
certifies pursuant to S 570.301(c) are desigrned to neet other
ccnnmnity developrent needs having a particular urgenry. ]
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(f) In the aggregate, at least 60 percent of aII CDBG funds, as
defined at S 570.3(e), to be e><pended during the one, trao or three
consecutive pr.ogram years specified hy the gtrantee wiII be for
activities ra*rich benefit lcxp and mcderate inccne persons, as
descri-bed in criteria at 24 CFR 570.208(a) .

(g) Its notification, inspection, testing and abatsrent p:iocedures
concerning lead-based paint wiII ccnply with S 570.608.

(h) It will ccnply with the acquisition and relocation r:equirerents of
the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970 as required under S 570.606(a; and HtD
irplarenting regulations at 24 CFR Part 42i Ltrc r"equirerents in
S 570.606(b) governing the residential antidisplacsrent and
relocation assistance plan under section 104(d) of the Housing and
Ccnnn:nity Developrent Act of 1974 (the Act) (including a
certification that the grantee is follouing such a plan); the
relocation requirarents of S 570.606(c) governing displacenent
subject to section 104(k) of the Act; and the relocation
reguirenents of S 570.606(d) governj-ng optional relocation
assistance under section 105(a)(11) of the Act.

(i) It has develo@ a ccnnmnity developrent plan, wtrich at a minimun,
covers the sane one, two or th:ree program )ears pursuant to
paragraph (f ) of this section. At a mininn:rn the ccnmunity
developrent plan nmst:

(1) Identify the grantee's ccnnmnity develotrrrent needs and
housing needs; and

(2) Specify both short.-tern and long-tern ccnnmnity developrent
objectives, consistent with the grantee's final statorent,
that have been develo@ in accordance with the prirnary
objective of the Act and the requirgrents of this part.

(j) It wiII ccnply with the requirerents of S 570.200(c)(2) with
regard to the use of special assessrrents to recover the capital
costs of activities assisted with CDBG funds.

(k) (!,ltrere applicable, the grantee may also include the follooing
additional certification. ) It lacks sufficient resources fr.crn
funds provided under this subpart or program inccne to a]l-ovs it to
ccxnply with the provisions of S 570.200(c)(2), and it nmst
therefore assess properties onrned and occupied by noderate inccrne
persons, to recover the non-CDBG funded port.ion of the capital
cost without paying such assessrrents in their behalf frcrn CDBG
funds.
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(I) It is follcruing a current housing assistance plan wtrich has been
approved by HUD pursuant to S 570.306.

(m) It will ccnply with the other p:rovisions of the Act and with other
applicable laws.

S 570.304 l,Iakirq of grants.

(a) of final statsrent and certifications.
wiII be

The final
the reslnnsiblestatsrent

HUD field office unless it is determined that one or npre of the
follcnuing requirarents have not been ret.

(1) Ccnq:Ieteness. The suhnission shall include all of the
ccnponents r.equired in S 570.302 (a) .

(2) Tineliness. The sutrnission must be r:eceived within the tine
peiiA- esEablished in S 570.302 (b) ( 1) .

CerLifications. The certifications rnade b1r the grantee will-(3)
be satisfactory to the Secr"etarlr if made i-n confor:nance with
S 570.303, unless the Secretarlr has deter:nined pursuant to
Subpart O that the grantee has not ccrnplied with the
requir",arents of this part or has fail-ed to carry out its
housing assistance plan in a tinely rnanner, or detennined
that there is evidence, not directly involving the grantee's
past perforrurce under this program, wtrich tends to challenge
in a substantial manner the grantee's cerLification of future
perfornnnce. If the Secretarlr nnkes any such determination,
hcnever, furLher assur€u1ces ITEty be required to be sutrnitted
b1z the grantee as the Secretarlr nay dean warrantd or
necessarlr to find the grantee's certification satisfactory.

(b) C,rant aclresrent. The grant will be nade by IIEans of a grant
agreerent executed by both HUD and the grrantee.

(c) Grant arncunt. The Secretary will make a grant in the fuII
entitlsrent arnrunt, generally within the last 30 days of the
grantee's current program yeil, unless:

( 1) The f inal statsrent or certif ications are not received bry the
first working day in Septanber or are not acceptable under
paragraphs (a)(1) and (3) of this section in which case the
grantee will forfeit the entire entitlenent anount; or

(2) The grantee's perfolrEtnce does not neet the perforrnance
requirarents or criteria prescribed in Subpart O and the
qrant anount. is reduced.
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(d) Conditional qrant. The Secretarlz nray make a conditional grant in
wtrich case the obligation and use of grant funds for activities
may be restricted. Conditional grants nny b nade wtere there is
substantial evidence that there has been, or there will be, a
failure to neet the perforrErrce requirorents or criteria descri-bed
in Subpart O. In such case, the conditional grant will be nnde b1z

rleans of a grant agreerent, executed bDi HUD, wtrich includes the
terms of the condition specifying the reason for the conditional
9rilt, the actions necessary to remcve the condit.ion and the
deadline for taking those actions. The grantee shall execute and
return such an agreerent to HUD within 60 days of the date of its
transrnittal. Failure of the grantee to execute and return the
grant agrearent within 60 days nny b deqred by filJD to constitute
rejection of the grant hy the grantee and shall be cause for HUD
to determine that the funds provided in the grant agrearent are
available for reall-ocation in accordance with section 106(c) of
the Act. Failure to satisfy the condition may result in a
reduction in the entitlsrent anrcunt pursuant to S 570.911.

S 570.305 Anerdtents.

(a) The grantee shall anend its final statsrent wtrenever it decides
not to carry out an activity descrjJced in the final statarent, to
carry out an activity not previously descri_bed, or to
substantially change the pur[rcse, scope, Iocation, or
beneficiaries of an activity. Within 120 days of the effective
date of this rule or, for a near grantee, prior to sutxnission of
its final statsrent, the gnantee shall develop and nnke public its
criteria for what constitutes a substantial change for this
purpose.

(b) Prior to anending its final statsrent, the grantee shall provide
citizens with reasonable notice of, and opportunity to ccnuent on,
such proposed changes in its use of funds. The grantee shall
consider any such ccnnents and, if the grantee deerns appropriate,
modify the changes. The grantee sha1l rnake available to the
public, and shall suhnit to HUD, a description of any changes
adopted. A letter transntitting such description to HUD shall be
sigrned by the official representative of the grantee.

S 570.306 thsing assistarce plan.

(a) hrrpose. In its housing assistance plan (FIAP), each nretr.opolitan
city and urban county surr/eys its housing conditions, assesses Lhe
housing assistance needs of its low and npderate inccme
householcls, specif ies goals for the numl:er of chnelling units and
l-ow ancl mcderate inccnre householcls to be assisted, and indicates
the general locations of proposed assistecl housing for lcxr and
nrderate inccrne persons.
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(b) Use. A grantee's flAP is a basis upon which HUD applrcves or
disapproves assisted housing in the grantee's jurisdiction and
against wtrich HUD npnitors a grantee's pnovision of assisted
housing.

(c) C,rantee's responsiJrility. Each grantee is responsiJrle for
inplarenting its HAP e><peditiously. This includes the tinely
achievsrent of goals for assisted housing. Each grantee is
expected to use all available resources and, wtren needed, to take
all actions within its contr:o1 to inplsrent the approved [IAP.
Perforrnance under the IIAP is one of the factors considered in
grantee perfor:rnnce revisrvs conducted as provided in Subpart. O of
this part. Subpart. O also priovides further requirarents relating
to the responsibility of the grantee in irrplarenting its FIAP.

(d) Ceneral-.

(1) The llAP consists of the five ccnqrcnents descri-bed in
paragraph (e) of this section. The FIAP shall be suhnitted to
HJD by an authorized representative of the grantee.

(2) Each city or county which expects to receive an entitlsrent
grant shall sulrnit a FIAP between Septanber 1 and October 31
prior to its sutxnission of the final statsrent required hry

S 570 .302. The FIAP wiII be considered in ef fect fr.crn October
1 through Septanlcer 30 for purposes of crediting perfollnance
against the goals established regardless of the specific date
that HUD approves the FIAP. A grantee which has a three lear
goal 'aftich wiII be in effect for the fiscal year in wtrich the
final statsrent is to be sutxnitted need only sutrnit an annual
goal and rnay reference (to the extent that there have been no
significant changes) the other required trrcrLions of the FIAP.

(3) Any nouly entitled ccnnmnity which was not made aware of its
entitlsrent status by August 31 shal1 be considered unable to
ccnply with the October 31 deadline and rnay sutmit an interim
HAP in accordance with the requirsrents of paragraph (e) (6)
of this section in lieu of the requirarents of paragraphs
(e) ( 1) through (e) (5 ) of this section.

(e) Housinq conditions, nds, qoal-s, and locations.

(1) Conditions. T'he grantee sha}l describe the condition of the
current housing stock in the ccnnmnity by providing a
statistical profiJ-e (including an identification of data
sources and data tjne frares) by tenure type (renter and
cxrner), which describes housing conditions by Lhe ntmrl:er of
occupied, vacant and abandoned daielling units in standard and
substandard condition. The grantee shall develop its ount

definition of substandard housing which, at a minirrmm, sha1l
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incl-ude units wtrich do not neet the housing quality standards
of the Section 8 Housing Assistance Palnents Program--
Existing Housing (24 CFR 882.109) and shall include such
definition in its sutrnission. In addition, the grantee sh,all
identify the nurnber of its occupied, vacant and abandoned
substandard housing units wtrich it considers to be suitable
for rehabilitation, and include its definition of suitabl-e
for rehabilitation in the FIAP sutrnission.

(2) lleeds.

(i) The grantee shall assess the housing assistance needs of
Ior and mcderate inccne households currently residing in
the ccnnnrnity hV tenure and, for households requiring
rental subsidies, b1r household type (elderly, slrall
family and non-elderly individuals, and large fanily),
including households expected to be involuntarily
displaced by public and private action over the three
year period of the HAP. The grantee shall also assess
the housing assistance needs of lcx/y and nr:derate inccne
households that could reasonably be e><pected to reside
in the ccnnn:nity. Such households are those that could
be expected to reside in the ccnnn:nity as a result of
existing and projected aqploynent opportunities, and the
estinnte shall consider changes in populat.ion knor^m to
have occurred since the last Census. For elderly
households, the estinrate of those that are expected to
reside in the ccnnn:nity rn:st be based on the ntrnber
].monm to be seeking assisted housing in the ccnnmnity or
using the ccnnmnity's health services. fn no case shall
the estirnate of aII househol-ds expected to reside be
less than zero.

( ii) A narrative statqrent accornpanying the needs shall
indicate the ccnposition of the needs of lovs and
npderate inccne persons including separate nunerical
estirnates, blr tenure and household type, for households
to be involuntarily dispJ-aced, households expected to
reside, and total minority households. This narrative
statsrent shall also include the source and date of the
data used in developing the needs assessment. In
addition, the narrative shall include a description
which sunrnarizes any special housing conditions and/or
any special housing needs of particular groups of 1ow
and noderate inccne households in the ccnnmnity. Such
description shall- include but need not be limited to,
discussion of the special housing needs and/or
conditions of individual minority groups, irrpact of
conversion of rental housing to condcrniniun or
cooperat.ive c^dnership, handicap@ lErsons, and single
heads of household. AIl handicap@ single person
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households (elderly and nonelderly) as well as two
person households wtrich include one elderly person and
one handicap@ person, rmst be included j-n the elderly
category, but separately identified in the narrative.
AII other nonelderly handicap@ persons rmst be
included with srnall or large family households,
according to the size of their households.

(3) Three lear goal.

(i) The grantee shall specify a realistic three year goal b1r

temrre tlpe for goals wtrich a::e designed to inprove the
condition of the housing stock, and also by household
type for the nunber of households to be assisted with
rental subsidies. The thl:ee year goal rmrst include aII
assisted housing resoulrces wtrich can be e>rpected to be
available to the grantee. In addition, the gtrantee
shall identify the rnaxinnun nunber of HUD assisted rental
r:nits it wiII accept during that ttrree 1rear period of
each housing tlzpe (i.e., ne!v, r"ehabilitation, existing)
in an anount at least equal to the total mlnber of HUD

assisted rental goals b1z household type.

(ii) Goa1s relating to inp:roving the condition of the housing
stock should be based on an evaluation of the data
presented in the housing conditions portion of the FIAP

as weII as other current data available to the grantee.

(iii) The goals relating to households to be assisted with
:rental subsidies nn:st be pr"oportional to need b11

household t1pe, except that HUD may approve or requir"e
a different prrolnrtion in cases of :

(A) Disproportionate provision of assisted housing
under a previous HAP;

(B) Significant displacsrent of a pa.rticular household
type;

(c)

(D)

(E)

(F)

Adjustnents for projects of feasible size;

Natural disasters;

I4eeting the requirqrents of sections 105(f ) and (h)
of the Housing Act of 1949, as anended (42 U.S.C.
1450 et seq.) or of S 570.606(b)(1);

As provided under paragraph (e)(3)(vi) of this
section.
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(iv) The nnjority of goals for the rehabilitation of d^'elling
units must assist low and npderate inccne households.
For this [urpose, publicly assisted rehabilitation of a
d,uelling unit shall be desred to assist a lcnu and
moderate inccne household when the drvelling unit, after
rehabilitation, is rccupied by a lov^r and moderate inccne
household.

(v) Each grantee shall include a narrative describing those
specific actions wtrich the grantee will take to add:ess
any special housing conditions or needs identified in
S 570.306(e)(2)(ii) above, as rrell as any actions
determined necessary to ensu:e the tinely achieverent of
its th::ee lear goals (irrcluding a discussion of any
expected or knornn inpedinents and planned reredies);
those specific actions that the grantee will take to
minimize displacarent of lour inccne persons and of
noderate inccne [Ersons, specified separatelyi and those
specific actions that the grantee wiII take to preserve
or expand the availability of housing for los inccne
persons and for mcderate inccne persons, specified
separately, such as the presenration of single rocrn
occupancy housing ard the developrent by public and
private nonp:rcfit organizations of vacant pr"operties
that beccne available urder in rsn praeedings.

(vi) Anendrents to three-year goals occurring in the second
or third lear of such goals nay contain goals wtrich are
not proportional to need b1r household type under the
follcwing cirrcurnstances :

(A) The arendrent is for ttp sole prrlrcse of
acccnrncdating an other:urise acceptable prcposal for
housing assistance frcrn HUD;

(B) The likely level of :esou:rces available for the
other household tlpes pr.ecludes the ccnnensurate
increase of the goals for those categories; and

(C) HUD determines that, with respect to neeting the
three 1rear goals for the other household t14:es, the
grantee has taken aII reasonable actions necessarl,
to nake use of available resourrces and has taken no
actions designe<t to block tlre provision of housing
assistance.

(4) Arurual goal

(i) The grantee shall specify an annual goal wtrich nmst
include all assisted housing resources which can be
expected to be available to the grantee; be established
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considering feasible project size; and constitute
reasonable progress towards neeting the ttrree 1rear goal.
In addition, the gnantee shall indicate its preference
for the distribution of HUD's assisted rental housing b1r

housing type (i.e., nevv, rehabilitation, exi-stirg) .

(ii) In its annual goal, the grantee shall also descrilce the
specific actions (including any ne!./ prrcblans encountered
and planned r:sredies) it will take during the lear to
reet its annual goal and, as appropriate, its three lzear
goal; those specific actions that the grantee will take
to rninimize displacsrent of lo,v inccne Prsons and of
noderate inccne persons, specified separatelYi and those
specific actions that the grantee will take to preserve
or expand the availability of housing for lcps inccne
persons and for npderate inccne Prsons, specified
separately, such as the preserr/ation of single r"ocrn

occupancy housing and the developrent hry public and
private nonprofit organizations of vacant p:operties
that beccnre available under in rqn prrceedings. The
grantee nust also include a description of the
pr.ovisions that it will make to assure that a nnjority
of *^effing units to r:eceive rehabilitation subsidy will
assist lcw and nnderate inccne households.

(s) Ceneral locations.

(i) A g antee having goals for ns,v construction or
substantial rehabilitation shall identify general
locations of p:ro1rcsed projects with the objective of
furthering ccnrnrnity revitalization, pr"cnoting housing
opportunity, enabling persons that are to be
involuntarily displaced to rsnain in their
neighborhoods, avoiding undue concentrations of assisted
houiing in areas containing high pr:oportions of lovs and
mcderate inccxre persons, and assuring the availabitity
of public facilities and senrices.

(ii) The grantee rnay, at its option, designate any of the
general locations identified pursuant to paragraph (e)

islti) of this section as High Priority areas. (Under
provisions of HUD's assisted housing rarking p:rccedures,
a higfrer rating can be obtained under the ranking
criteria with respect to responsiveness of prcposed
projects to preferences and priorities of applicable
HAPs. )

(iii) Each general- location identified under paragraph (e)
(5)(i) of this section nn:st contain at least one site
wtrich conforms to the Departlrental regulations and
policies relating to the site and neighborhood
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standards established for the appr.opriate HUD assisted
housing progrram.

(iv) Identification of the general locations must be
acccnplished by attaching a nnp to the HAP except that
the HUD field office rnay accept a Iisting wtrere it
deterrnines that the develogrent of a nap would present a
hardship for the grantee.

(6) Interim FIAP. A ns.rly entitled grantee which has not been
notified Ly filJD irt sufficient tine to neet the October 31 HAP
suhnittal deadline (see S 570.306(d)(3)) shafl suhnit an
interim t{AP at least 45 days prior to the sutrnission of its
ffuia1 statsrent. Such suhnission shall include a rnrrative
description of the condition of the housing stock; a
narrative assessnent of the housing assistance needs of lovt,
and npderate inccne households; a realistic anrrual goal
indicating the m:nrber of dv,elling units b1r housing t1pe, and
Iour and noderate inccne households b1r household t1pe, to be
assisted during the balance of the fiscal year; and a Iisthg
of general locations of p:roposed ner^r constmction and
substantially rehabilitated housing for los and npderate
inccne persons; and any other elsrent specifically required
under section 104(c) of the Act. This FIAP suhnission will be
effective th:ough Septerber 30 of the lear in wtrich it is
sutrnitted.

(f ) Anendrents to the HAP. The grantee shall anend its HAP wlrenever
there is a substantial change in its housing needs or the public
resources available to address those needs and shall notify HUD
within 45 days of any changes it makes to its [IAP.

(g) HUD revieur of FIAPs ilterim tlAPs and anendrents. HUD will reviev.r
these FIAP sutnrissions to assure that the requirarents of this
section have been net, and will approve thsn unless the grantee's
stated conditions and needs are plainly inconsistent with
significant facts or data generally available; the grantee's
proposed goals and activities are plainly inappr"opriate to neeting
those conditions or needs; or the HAP fails to ccrq>ly with other
provisions of this section. Within 30 days of the date that. the
sutxnission is received, HUD will notify the grantee in vrriting
that the sutxnission has been approved, disappr.oved, or that a
final decision is still pending (in which case HUD may take no
rnrre than 30 additional days to decide wtrether to appr.ove or
disapprove the suhnission). In the event that HUD has not
notified the grantee in vrrriting within 30 days of receipt, the
sutrnission shall be considered fully approved.

(Approved by the Office of Managarent
and Budget under Control }lo. 2506-0077)
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S 570.307 tban qounties.

(a) Determination of qualification. The Secretarlr wiII dete:rn-ine the
@ies to receive entitlsrents as urban
c-ounties u[rcn receipt of qualification docr.urentation fr"crn counties
at such tj:re, and in such nnnner and form as prescribed hY H{JD.

The Secretarlr shatl determine eligiJrility and applicable trnrtions
of each eligible county for purposes of fund allocation under
section 106 of the Act on the basis of infornntion available ftsn
the U.S. Bureau of the Census with r.espect to population and other
pertinent danrcgraphic characteristics, and based on inforrnation
provided hy the county and its included units of general local
gove:rrrent.

(b) Oualification as an urban county.

(1) A county wiII gualify as an urban county if such county rneets
the definition at S 570.3(ee). As necessitated by this
definition, the Secr"etary shall determine wtrich counties have
authority to carrlr out essential ccnrmrnity develotrrrent and
housing assistance activities in their included units of
general local governnent without the consent of the local
governing bo{z and wtrich counties must execute cooperation
agrearents with such units to include thsn in the r:rban
county for qualification and grant calculation purposes.

At the tine of urban county qualification, HUD rnay refuse to
recognize the cooperation ag::earent of a unit of general
local governnent in an urban county where, based on past
perfornnnce and other available inforrnation, there is
substantial evidence that such unit does not cooperate in the
inplarentation of the essential ccnrmrnity develotrrrent or
housing assistance activities or wher"e legal in@inents to
such inplsrentation exist, or wtere participation b1r a r:nit
of general local governlent in nonccnpliance with the
appticatrte law in subpart. K r,rculd constitute nonconpliance b1z

the urban county. In such a case, t'he unit of general local
goverrrllent witl not be perrnitted to participate in the urban
county, and its trrcpulation or other needs characteristics
will not be considered in the determination of wtrether the
county qualifies as an urban county or in determining the
amcunt of funds to r^itrich the urban county nny b entitled.
HUD will not take this action unl-ess the unit of general
local goverrrlent and the county have been given an
optrrcrtunity to challenge HUD's determination and to
inforrnally consult with HUD concerning the proposed action.

(2\
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(c) Essential activities. For purposes of this section, the term
"essential ccnnn:nity develoSxrent and housing assistance
activities" fieans ccnnmnity rensnral and lor,er inccne housing
activities, specifically urban renew:al and publicly assisted
housing. In determiling wtrether a county has the required pov$ers,
the Secretarlr will consider both its authoriLy and, wtrere
applicable, the authority of its desigrnated agency or agencies.

(d) Period of qualification.

(1) The qualification by FI{JD of an urban county shall rgnain
effective for three successive Federal fiscal years
negardless of changes in its population during that period,
except as pr:ovided under paragraph (f) of this section and
except as provided under S 570.3(ee)(3) of this part wtrere
the period of qualification shall be t\^D successive Federal
fiscal years.

(2) D:ring the period of qualification, no included unit of
general loca} governnent nny withdraw f:icrn nor be rsn:ved
frcrn the urban county for HUD's grant ccnputation purposes.

(3) If scne lnrtion of an urban county's unincortrnrated area
beccnes incorSrcrated during the urban county qualification
period, the neurly incortrrcrated unit of general local
governnent shall- not be excluded fmn the urban county nor
shall it be eligible for a selnrate qrant under Subparts D,
F, or t until the end of the urban county's current
qualification period, unless the urban county fails to
receive a gnant for any lear during that qualification
period.

(e) Grant ineliqibility of included units of general local
qovernnent.

(1) An included unit of general local goverrment cannot beccne
eligible for an entitlsrent grant as a netropolitan city
during the period of qualification of the urban county (even
if it beccnes a central city of a netropolitan area or its
poprrlation surpasses 50r000 during that period). Rather,
such a unit of general l-ocal goverrtllent shall continue to be
included as part of the urban county for the rernainder of the
urban county's gual-ification period, and no separate grant
anrcunt sha1l be calculated for the included unit.

(2) An included unit of general local governnent which is part of
an urban county shall be ineligible to apply for grants under
SuJcpart F, or to be a recipient of assistance under
Subpart I, during the entire period of urban county
qualification.
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(f) Failure of an urban to receive a Failure of an
county to receive a grant during any year shall terninate

the existing qualification of that urban county, and that county
shall requalify as an urban countY before receiving an entitlsrent
grant in any successive Federal fiscal year. Such ternination
shall- release units of general local goverrrrent included in the

(g) Notifications of the oPPortuni ty to be excluded. Any county
seeki-ng to quali fy for an entitlsrent grant AS an r;rban cor:nty for
any Federal fiscal lear shall notify each r:nit of general local
goverrrrent wttich is Iocated, in wtrole or in Part. , within the
county and wtrich would other:wise be included in the urban county,
but wtrich is eligible to elect to have its population excluded
frcrn that of the r:rban countY, that it has the optrrcrtunitY to make

S 570.308 Joint request-s.

(a) Joint requests and cooperation aqresrents'

(1) Any urban county and any netr"opolitan city located, in vrtrole
of in part, within that county may suLrnit a, joint request to
HUD to approve the inclusion of the netropolitan city as a

part of Lhe urban county for purposes of planning and

inplarenting a joint ccnnmnity developrent and housing
p.",g.*. Such i joint request shall only be considered if
irrt nittea at the tinre the county is seeking a three lrear
gualification or requalification as an urban county. such a
joint request shallr upon approval by HLID,-rsnain effective
ior the period for whiih the county is quatified as an urban
county. An urban county nny t>e ioined bV rpre t-han one

netropolitan city, but a netropolitan city located in nore

urban county, in subsequent 1ears, fncrn the prrchiJrition to receive
granrs undei pragraphs (d)(3), (e)(1) and (e)(2) of this section.
For this purpose an urnan county shalt be desred to have received
a grant upon having satisfied the requi::arents of sections 104(a),
(bi, (c), and (d) of tfre Act, without r"egard to adjustrents wtrich
nay b mide to this grant anount under sections 104(e) or Ll1 of
the Act.

such an election, and that such an election, or the failure to
make such an election, shal1 be effective for the period for wtrich
the county qualifies as an urban county. These notifications
shall le rnade b1r a date specified by HUD. A unit of general local
goveITIrIEnt whrich elects to be excluded fr:crn particilntion as a
parr of the urban county shall notify the county and HUD in
*riting b1z a date specified bY HUD. Such a unit of goverrrrent nny
sufse,qrie"itly elect Lo part.icipate in the urban county for the
renaiiing on" or two year period by notifying HUD and the county,
in writing, of such election b1r a date specified by filJD'
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than one urban county nny only be included in one urban
county for any program yea-r. A joint request shall be desred
approved by HIJD unless HUD notifies the city and the county
of its disapp:roval and the reasons therefore within 30 dalrs
of receipt of the request bty HUD.

(2) Each retropolitan city and urban county suhnitting a joint
request shall sutrnit an executed cooperati-on agreexlent to
undertake or to assist in the undertaking of essential
ccnnmnity develotrrrent and housing assistance activities, as
defined ix S 570.307(c).

(b) Joint cfant arncunt. The grant arnrunt for a joint recipient shall
be the sr:rn of the arnounts authorized for the individual
entitlsrent grantees, as descri-bed in section 106 of the Act.
urban county shall be the grant recipient.

The

(c) Effect of inclusion.
approva o

IJpon urban county gualification and HUD

::equest and cooperation agreerent, the
retropolitan city shal-I be considered a part of the urban county
for purposes of program planning and inplerentation for the period
of the urban county qualification, and shall be treated the salre
as any other unit of general Iocal goverrnent wttich is part of the
urban county.

(d) Suhnission requirsrents . In requesting a grant under this part,
the urban county shall nnke a single sutrnission which neets the
suhnission requirarents of this subpart and covers al-l nsnbers of
the joint recipient.
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S 5?0.500 Definitiors.

For the pu4)oses of this subtrnrt, the follov'ring terms shall
appry:

(a) "Program inccf,re" fleans gross inccne received by the recipient or a
subrecipient directly generated frun the use of CDBG funds. When
program inccne is generated hy an activity that is only partially
assisted with CDBG funds, the inccne shall be prorated to reflect
the per.centage of CDBG funds used.

(1) Progrram inccne includes, but is not lilrlited to, the
follor,tring:

(i) Prcceeds frsn the disposition by sale or long-term lease
of real property purchased or inproved with CDBG funds;

(ii) Prrcceeds fr"crn the disposition of equiprent pu:rhased
with CDBG funds;

(iii) Gross inccne frun the use or rental of real or personal
property acguired by the recipient or by a subrecipient
with CDBG funds, Iess costs incidental to generation of
the inccne'
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(b)

(iv) Gross inccrre frcrn the use or rental of real- ProPertY,
cnrned Lryz the recipient or a subrecipient, that was
constmcted or irnpr"oved with CDBG funds, less costs
incidental to generation of the inccne;

(v) Palznents of principal and interest on loans nnde using
CDBG funds;

(vi) Proceeds frun the sale of loans made with CDBG funds;

(vii) p:rcceeds fr.crn the sale of obligations secud by loans
made with CDBG funds;

(viii) Interest earned on funds held in a revolving fund
account;

(i") Interest earned on prrogram inccne pending its
disposition; and

(x) F\mds collected through special assessrrEnts nnde against
properties cnrned and occupied hY households not of lCI^r

lndnoderate inccne, where the assessnents are used to
recover all or part of the CDBG porLion of a public
irrprovarent.

(2) Program inccne does not include interest earned (except for
interest described in S 570.513) on qrant advances frcrn the
U.S. Treasury. such interest shall be rsnitted to HUD for
transmittal to the U.S. Treasurlr and will noL be reallocated
under section 106(c) or (d) of the Act. Exanples of other
receipts that are not considered program inccrne are proceeds
frcrn iundraising activities carried out bry subrecipients
receiving GDBG assistance; funds collected through specia-l
assessments used to recover the non-CDBG trrcrtion of a public
inprovarent; and proceeds frcrn the disposition of real
property acquired or inpr"oved with CDBG funds when the
itisln=ition -occurs after the applicable tine period specif ied
in S 570.503(b) (B) for subrecipient-controlled property, or
in S 570.505 for recipient-controlled property.

"Revolving fund" neans a separate fund (with a set of accounts
that are independent of other program accounts) established for
the purpose of carrying out specific activities which, in turn,
generate paynents to the fund for use in carrying out the sane
activities.

(c) "Subrecipient" nleans a public
authority or organizaLion, or
receiving CDBG furlcls frcltt tlte
eligibte for assistance uncler
public agency designated b1z a

or private nonprofit agetrcY,
an entity described in S 570 -204(c),
recipient to utrdertake activities
Subpart C. 'Ihe t-ernt inclucles a
net-ropclitan ci[y or urbnn county to
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receive a loan guarantee under Subpart M, but does not include
contractors p:roviding supplies, equitrrrent, construction or
ser:rices subject to the prrccursrent requirarents in 24 CfR 85,36,
or in Attactnent O of OI,IB Circular A-110, as applicable.

S 570.501 RasponsibiliQr for (Fant adninistration.

(a) One or nrcr:e public agencies, including existing local public
agencies, may be designated Ly the chief executive officer of the
r:ecipient to underLake activities assisted by this part. A public
agency so designated shall be subject to the sarre requirsrents as
are applicable to subrecipients.

(b) The recipient is responsi-ble for ensuring that CDBG funds are used
in accordance with all program requirarents. The use of
designated pr:blic agencies, subrecipients, or contractors does not
relieve the recipient of this responsibility. The recipient is
also responsil:le for determining the adequary of perforrnance under
subrecipient agrrearents and procurexrent contracts, and for taking
appropriate action rnfien perfonnance problans arise, such as the
actions described in S 570.910. Wtere a unit of general local
goverrrrent is participating with, or as part of, an urban county,
or as part of a netrotrrclitan city, the recipient is responsible
for applying to the unit of general local governrlent the sane
requirarents as are applicable to subrecipients.

S 570.502 Spplicability of uniforen drrinistrative nequi-raents.

(a) Recipients and subrecipients wtrich are governnental entities
(including public agencies) shall ccnply with the requirarents and
standards of OMB Cir"cular llc. A-87, "Principles for Determining
Costs Applicable to Grants and Contracts with State, I-ocal and
Federally recognized Indian TYibaI Goverrnrents", OlllB Circular A-
I2B, "Audits of State and Local Coverrments" (inplarented at
24 CFn Part- 44) and with the follcxring sections of 24 CFR Part 85
"Uniform Ackninistrative Requirarents for Grants and Cooperative
Agrearents to State and I-oca} Goverrnents":

(1) Section 85.3r "Definitions";

(2) Section 85.6, "Exceptions";

(3) Section 85.12, "Special grant or subgrant conditions for
'high-risk' grantees" I

(4) Section 85.20, "Standards for financial management systansr"
except paragraph (a);
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Section 85.21, "Payrentr" except as nodified by S 570.513;

Section B5.22r "Allcx,vable costs";

Section 85.26r "illon-federal audits";

Section 85.32, "Equigrrentr" except in all cases in which the
equiprent is sold, the proceeds shall be program inccne;

(9) Section 85.33, "Supplies";

(10) Section 85.34, "Co14rrights";

(11) Section 85.35, "subawards to debarred and suspended
trnrties";

(12) Section 85.36, "Proctulsrentr" except paragraph (a);

(13) Section 85.37r "Subgrants";

(14) Section 85.40, "l4cnitoring and reporting program
perfornance," except paragraphs (b) thrcugh (d) and trnragraph
(f);

(15) Section 85.41, "Financial reporbing," except paragraphs
(a), (b), and (e);

(16) Section 85.42, "Retention and access requirsrents for
records";

( 17 ) Section 85.43, "Enfo::c6rent";

(18) Section 85.44, "Tbrmination for convenience"l

(19) Section 85.51, "Later disallor,rances and adjustrrents" and

(20) Section 85.52, "Coll-ection of anr:unts due."

(b) Subrecipients, except subrecipients which are governnental
entities, shall ccnply with the requiranents and standards of OMB

Circular likl. A-122, "Cost Principles for lion-Profit Organizations"
or OI,IB Circular lvl. A-21, "Cost Principles for Educational
Institutionsr" as applicable, and with the follcrnring Attachnents
to Ol4B Circular No. A-110:

(1) Attachnrent A, "Cash Depositories", except for paragraph 4
concerning deposit insurance;

(s)

(6)

(7)

(8)
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(2)

(3)

Attachnent B, "Bonding and Insr:rance";

Attachnent C, "Retention and Custodial Requirarents for
Records", except that. in lieu of the provisions in paragraph
4, the retention period for records pertaining to individual
CDBG activities starts f:sn the date of sutmission of the
annual perforrnance and evaluation report, as prescrjJced in
S 570.507, in rafiich the specific activity is reported on for
the final tine;

Attachnent F, "Standards for Financial llanagarent Slrstans";

Attacl-rrent H, "Ibnitoring and Reporting Program Perfornancer"
paragraph 2;

(6) Attaclment N, "P:rcperty I{anagarent Standards", except for
paragraph 3 concerning the standards for ::eal prioperLy, and
except that paragraphs 6 and 7 are nodified so that -

(i) In all cases in wtrich personal prcperty is sold, the
prcceeds shall be program inccne, and

(ii) Personal property not needed by the subrecipient for
CDBG activities shall be transferred to the recipient
for the CDBG p:ogram or shall be retairpd after
ccnpensating the recipient; and

(i ) Attactnent O, "Prccure$ent Standards. "

S 570.503 Agresrents with subrecipients.

(a) Befor"e disbursing any CDBG funds to a subrecipient, the recipient
shall sign a r,vritten agreerent with the subrecipient. The
agreerent shall rsnain in effect during any period that the
subrecipient has control over CDBG funds, including pr"ogram
inccne.

(b) At a minirm-un, the r,rritten agrearent with the subrecipient shall
include p:iovisions concerning the follornring itans:

(1) Statsrent of raork. The agreerent shall include a description
of the work to be perforned, a schedule for ccnpleting the
ralcrk, and a budget. These itsrs shall be in suf f icient
detail to provide a sound basis for the recipient effectively
to nonitor perforrnance under the agreerent.

(2) Records and reports. The recipient shall specify in the
agresrent the parLicul-ar records the subrecipient nmst
rnaintain and the particular retrrcrts the subrecipient nmst

(4)

(s)
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(3)

sutxnit in order to assist the recipient in reeting its
recordkeeping and relnrting requirerents.

Proqiram inccne. The agreorent shall include the p:rogram
inccne requirarents set forth in S 570. 504(c).

(4)

(s) OLher procram requirsrents. The agrearent shall require the
subrecipient to carry out each activity in ccnpliance with
all Federal laws and regulations
these regrulations, excePt that:

described in Subpart K of

(i) The subrecipient does not assuIIE the recipient's
envirorrrental responsilcilities descrilced at S 570 .604;
and

(ii) The subrecipient does not assure the recipient's
reslrcnsiJritity for initiating the revis'r prrocess under
the provisions of 24 CFR Part 52.

(6) Conditions for rel Where applicable,
conditions HUD for the use of CDBG funds by

religious organizations shall be included in the agreorent.

Suspension and terrnination. The agresrent shall specify
tfratin accordance with 24 CFR 85.43, suspnsion or
termination Inay occur if the subrecipient nnterially fails to
ccnply with any term of the award, and that the award IrEy be
terminated for convenience in accordance with 24 cFR 85.44.

Reversion of assets. The agrearent shall specify that upon
its expiration the subrecipient shall transfer to the
recipient any CDBG funds on hand at the tine of expiration
and any accounts rece ivable attributable to the use of CDBG

funds. It shal] also include provisions designed Lo ensure
that any reat property under the sulcrecipient's control that
,a= ..q,rired oi inproved in whole or in part with CDBG funds
in excess of S25,000 is either:

(i) used to neet one of the national objectives in s 570.208
until five years after expiration of the agreotent, or
for such longer preriod of tine as determined to be
appropriate by the reciPient; or

(ii) DisSxtsecl of in a nunner Lhat r:esults in the recipient's
tx_.iirg reimtursed in t-lrc arrcr,.L of Lhe currertt fair
market value of t-lte pl^op:rty less any portion of tlrc
value att,rihtttable t-o experlciit-ttres of non-CDFG funds for

Uniform adninistrative requirsrents. The agrearent shall
lY with aPPlicable uniform

adninistrative requirarents, as described in S 570.502.

(7)

(B)
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acquisition of , or irrprovsrent to, the p:roperty.
(Reimburssrent is not required after the period of tine
specified in paragraph (b)(8)(i) of this section.)

S 570.504 h€gram irrcne.

(a) am lnconp
].NCOiIE AS s 570.

The receipt and expenditure of program
500(a) shall be recorded as part of the

financial transactions of the grant program.

(b) Disposition of procrram inccne received Lry recipients.

(1) Prrcgram inccne received before grant closeout IrEy b retained
hy the recipient if the inccne is treated as additional CDBG

funds subject to all applicable requirarents governing the
use of CDBG funds.

(2) If the recipient chooses to retain program inccne, that
inccne shall affect withdrawals of lpant funds fncrn the U. S.
ISreasurlz as follorr'is:

(i) Program inccne in the form of repa.lrrents to, or interest
earned on, a rerrolving fund as defined in S 570.500(b)
shall be substantially disbursed frcrn the fund before
additional cash withdrawals are made frcrn the U.S.
Treasurlr for the sane activity. (This rule does not
prevent a ltrnp sun disburssrent to finance the
r"ehabilitation of privately cxnmed properties as prrcvided
for in S 570.513. )

(ii) Substantially all other program inccrne shall be
disbursed for eligible activities before additional cash
withdrawals are made frcrn the U.S. Tteasurlz.

(3) Program inccrre on hand at the tine of closeout shall continue
to be subject to the eligibitity requirarents in Subpart C

and aI1 other applicable provisions of this part until it is
expended.

(4) Unless otherwise provided in any grant closeout agreonent,
and subject to the requirarents of paragraph (b) (5) of this
section, inccne received after closeout shall not be governed
bry the provisions of this pat, except that, if at the tirne
of closeout the recipient has another ongoing CDBG grant
received directly from [IUD, funds received after closeout
shall be treated as program inccne of the ongoing grant
program.

(5) If the recipient does not have another ongoing grant received
directly frcrn HUD at the tine of closeout, inccrre received
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after closeout frcrn the disposition of real prrcperty or frcrn
loans outstanding at the tine of closeout shall not be
governed Ly the provisions of this part, except that such
inccrre shall be used for activities that neet one of the
national objectives in S 570.208 and the eligiJcility
requirarents descri-bed in section 105 of the Act.

(c) Di ition of -inccne received The
rnritten agresrent between the recip subrecipient, as
required by S S20.503, shall specify wtrether prrcgram inccne
received is to be returned to the recipient or retained by the
subrecipient. Where program inccne is to be r"etained by the
subrecipient, the agrearent shall specify the activities that will
be underLaken with the program inccne and that aIJ- provisions of
the written agreslent shall apply to the specified activities.
Wtren the subrecipient retains program inccne, transfers of grant
funds bry the recipient to the subrecipient shall be adjusted
according to the principles descri-bed in paragraphs (b) (2) (i) and
(ii) of this section. Any program inccne on hand when the
agreerrent expires, or received after the agrearent's expiration,
shall be paid to the recipient as required b,y S SZO.503(b)(8).

(d) ition of certain inccne received urban counties.
Program inccne der frcrn urban county program activities

the jurisdj-ction of a unit of general
thereafter terminates its participation in
continue to be program inccne of the urban

undertaken b1r or within
local goverrrrlent which
the urban county shall
county. The urban county rnay transfer the pr:ogram inccne to the
unit of general loca] goveITIIIEnt, upon its termination of urban
county participaLion, provided that the unit of general local
goverrrrent has beccne an entitlsrent gfantee and agrees to use the
progtram inccne in its cxpn CDBG entitlqrent program.

S 570.505 tlse of real ProPefty.

The standards described in this section apply to real properLy
within the recipient's control which was acquired or inproved in whole
or in part usinq CDBG funds in excess of $25,000. These standards
shall lpply frcrn the date CDBG funds are first spent for the property
until five years after closeout of an entitlsrent recipient's
participation in the entitlsrent CDBG program or, with respect to other
recipients, until five 1rears after the closeout of the grant frcrn wtrich
the assistance to the property was provided.

(a) A recipient nny not change the use or planned use of any such
pr"operLy (including the beneficiaries of such use) frcrn that for
u*rilfr the acquisition or irnprovarent was rnade unless the recipient
provides affected citizens with reasonable notice of, and
opportunity to ccnnent on, any proposed change, and either:
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(1) The nernr use of such property qualifies as neeting one of the
national objectives in S 570.208 and is not a building for
the general conduct of goverrrrent; or

(2\ The requirqrents in paragraph (b) of this section are net

(b) If the recipient deterrnines, after consultation with affected
citizens, that it is appropriate to change the use of the property
to a use which does not qualify under paragraph (a)(1) of this
section, it may retain or dislrcse of the property for the changed
use if the recipient's CDBG program is reimbursed in the anr:unt of
the current fair nnrket value of the proprty, Iess any trrcrtion of
the value attriJrutable to expenditures of non-CDBG funds for
acquisition of , and inproverents to, the property.

(c) If the change of use occurs after closeout, the prrcvisions
governing inccne frcrn the disposition of the real property in
S 570.504(b)(4) or (5), as applicable, shall applyto the use of
funds reimbursed.

(d) Follcnnring the reimburssrent of the CDBG p::ogram in accordance with
paragraph (b) of this section, the property no longer will be
subject to any CDBG requirsrents.

S 570.506 Records to be rraintairred.

Each recipient shall establish and maintain sufficient records to
enable the Secretary to determine '"fiether the recipient has net the
reguirerents of this part. At a minirmm, the following records are
needed:

(a) Records providing a full description of each activity assisted (or
being assisted) with CDBG funds, including its location (if the
activity has a geographical locus), the anxrunt of CDBG funds
budgeted, obligated and e><pended for the activity, and the
provision in Subpart C under which it is etigible.

(b) Records dsronstrating that each activity undertaken neets one of
the criteria set forth in S 570,208, (Wtrere infornntion on inccne
by family size is required, the recipient may substitute evidence
establishing that the person assisted qualifies under another
program having inccne qualification criteria at least as
restrictive as that used in the definitions of "lcnrr and noderate
inccne trErson" and "low and mcderate inccne household" (as
applicable) at S 570.3; or the recipient rnay substitute a cotr4,z of
a verifiable certification frcrn the assisted person that his or
her family inccne does not exceed the applicable inccne limit
established in accordance with S 570.3; or the recipient may
substitute a notice that the assisted person is a referral frcrn a
state, county or local- erploynent agency or other entity that
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agrees to refer individuals it deterrnines to be lcx,v and nrcderate
inccne persons based on HUD's criteria and agrees to rnaintain
docunentation suptrrcrLing these determinations. ) Such records
shall include the follovsing inforrnation:

(1) For each activity deterrnined to benefit lo,v and nrcderate
inccne persons, the inccne limits applied and the point in
tine when the benefit was dete::nined.

(2',) For each activity deterrnined to benefit lcr,r and npderate
inccne [Ersons based on the area served bry the activity:

(i) The boundaries of the service a-rea;

(ii) The inccne characteristics of families and unrelated
individuals in the service area; and

(iii) If the percent of los and noderate inccne persons in
the service area is less than 51 percent, data shcnruing
that the area qualifies under the exception criteria
set forth at S 570.208(a)(1)(ii).

(3) For each activity determined to benefit lcno and mcderate
inccne persons because the activity involves a facility or
service designed for use by a limited clientele consisting
exclusively or predcrninantly of Icnp and npderate inccrne

Prsons:

(i) Docunentation establishing that the facility or service
is designed for and used by senior citizens, handicap@
prsons, battered slrcuses, abused children, the
hcneless, illiterate persons, or migrant farm workers,
for which the regulations provide presumptive benefit to
low and nr:derate inccne persons; or

(ii) Docunentation describing how the nature and, if
applicable, the Iocation of the facility or service
establishes that it is used predcminantly by lcno and
nrcderate inccrne Persons; or

(iii) Data shcnving the size and annual inccrne of the fandly
of each person receiving the benefit.

(4) For each activity carr:ied out for the purpose of providing or
inproving housing which is deternrined to benefit l-onr and
nxrderate inccne Fersons:

(i) A copy of a writLen agreetrent with each landl-ord or
clevelopnr receiving CDBG assistance inclicating the toLaI
rlumlEr of cfinel-ting trnits in each nmltifantily stmcLure
assisted and the ntunber of those units wtrich will be
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occupid by 1c*, and nr:derate inccne households after
assistance;

(ii) The total cost of the activity, including both CDBG and
non-CDBG funds.

(iii) For each unit occupid by a lcnr and nxrderate inccne
household, the size and inccne of the household;

(iv) For rental housing only:

(A) The rent charged (or to be charged) after
assistance for each dvelling unit in each stmcture
assisted; and

(B) Such infornation as necessaqr to shor,v the
affordability of units occupied (or to be occupied)
by 1ow and nrcderate inccne households pursuant to
criteria established and rnade public by the
recipient;

(v) For each property acquired on which there €Lre no
structures, evidence of ccnmitnents ensuring that the
criteria in S 570.208(a1(3) wiff be ret wtren the
structures are built; and

(vi) Where applicable, records dsn:nstrating that the
activity qualifies under the special conditions at
S s70.208(a;(3)(i).

(5) For each activity determined to benefit lou and nr:derate
inccne [Ersons based on the creation of jobs, the recipient
shall provide the docr:nentation descrilced in either lnragraph
(b)(5)(i) or (ii) of this section.

(i) Where the recipient chooses to docurent that at least 51
percent of the jobs wiJ-l be available to low and
m:derate inccne prsons, docunentation for each assisted
business shall include:

(A) A cog,r of a written agreerent containing:

(1) A ccnmitnent by the business that it will make
at least 51 percent of the jobs available to
lov'r and npderate inccne persons and will
provide training for any of those jobs
requiring special skills or education;

(?) A listing by job title of the perrnanent jobs
to be created indicating which jobs will br:
available to lcnv artd m:derate inccrre lErsor)s,
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which jobs reguire special skills or
education, and which jobs are part-tilre, if
any; and

l) A description of actions to be taken by the
recipient and business to ensure that lovs and
moderate inccrne persons receive first
consideration for those jobs; and

(B) A listing by job title of the perrnnent jobs
filled, and wtrich jobs of those rnere available to
low and noderate inccne persons, and a description
of hov'r first consideration was given to such
persons for those jobs. The description shall
include wtrat hiring process was used; wtrich lcnr and
m:derate inccne persons were intervised for a
particular job; and which low and mcderate inccne
[Ersons rnere hired.

(ii) Where the recipient chooses to docr:nent that at least 51
perrcent of the jobs will be held by Icnp and rncderate
inccne [Ersons, docr:nentation for each assisted business
shall incl-ude:

(A) A copy of a written agreerent containing:

(1) A ccnmitnent by the business that at least 51
percent of the jobs, on a full-tine equivalent
basis, will be held by lcx^r and nr:derate inccne
persons; and

(?) A listing by job title of the perrnanent jobs
to be created, identifying which are part-
tine, if any;

(B) A listing by j"b title of the pernr,anent jobs filled
and which jobs were initially held by lour and
m:derate inccne persons; and

(C) For each such lcry,r and noderate inccrne person hired,
the size and annual inccne of the person's family
prior to the person being hired for the job.

(6) For each activity determined to benefit los and m:derate
inccne lErsons based on the retention of jobs:

(i) Evidence that in the absence of CDBG assistance jobs
would be lost;

(ii) For each business assisted, a listing bV iob title of
permanent jobs retained, indicating wtrich of those jobs
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are parb-tirre and (wtrere it is lcrown) which are held by
lcx,y and nrcderate inccne prsons at the tine the CDBG
assistance is provided. Wtrcre applicable,
identification of any of the retained jobs (other than
those la:rcnsn to be hetd by lcw and mcderate inccne
persons) wtrich are projected to beccne available to lcnp
and nr:derate inccne persons th:rcugh job turnover within
two 1rears of the tire CDBG assistance is provided.
Information u[rcn which the job turnover projections \,vere
based shall also be included in the record;

(iii) For each retained job clained to be held by a lo,s and
nr:derate inccne person, inforrnation on the size and
annual inccne of the trErson's family;

(iv) For jobs clained to be available to lo/v and mcderate
inccne persons based on job turnover, a description
covering the itsns required for "available to" jobs in
paragraph (b)(5) of this section; and

(v) !.ihere jobs were clained to be available to loar and
npderate inccrne persons through turnover, a listing of
each job wtrich has turned over to date, indicating wtrich
of those jobs r,ere either taken by, or available to, low
and nr:derate inccne persons. For jobs nade availabJ.e, a
description of hcry first consideration was given to such
persons for those jobs shall also be included in the
record.

(7) For each activity determined to aid in the prevention or
elimination of sluns or blight based on addressing one or
nore of the conditions which qualified an a_rea as a slun or
blighted Errea!

(i) The boundaries of the area; and

(ii) A description of the conditions which gualified the area
at the tine of its designation in sufficient detail to
dsrpnstrate ho,v the area net the criteria in
s s70.208(b)(1).

(B) For each residential rehabilitation activity determined to
aid in the prevention or efirnination of sfums or blight in a
slurn or blighted area:

(i) The Iocal definition of "subsLandard";

(ii) A pre-rehabilitation inspection report describing the
deficiencies in each stmcture to be rehabititated; and

J- 13 5 l8e



(c)

(d)

(iii) Details and scope of CDBG assisted rehabilitation, [r
structure.

(9) For each activity deterrnined to aid in the prevention or
elimination of slurns or blight based on the elirnination of
specific conditions of blight or phlrsical decay not located
in a slum or blighted area:

(i) A description of the specific condition of blight or
phlrsical decay treated; and

(ii) For rehabilitation carried out under this category, a
description of the specific conditions detrinental to
public health and safety wtrich rnere identified and the
details and scope of the cDBG assisted rehabilitation bry

structure.

(10) For each activity determined to aid in the prevention or
elimination of slrrns or blight based on addressing sh:rns or
blight in an urban reneraral area, a co[ry of the urban Rensaral
plan, as in effect at the tine the activity is carried out,
including rnaps and supporting docurentation.

(11) For each activity determined to neet a ccnnmnity developrent
need having a part.icular urgency:

(i) Docunentation concerning the nature and degree of
seriousness of the condition requiring assistance;

(ii) Evidence that the recipient cert.ified that the CDBG

activity was designed to address the urgent need;

(iii) Infornntion on the timing of the developrent of the
serious condition; and

(iv) Evidence conf irming that other f inancial resources to
alleviate the need were not available.

Records which dsnonstrate that the recipient has nnde the
determinations required as a condition of etigibility of certain
activities, as prescribed in SS 570.201(f), 570.201(i),
570.202(b)(3), 570.203(b), 510.204(a), and 570.206(f )'

Records wtrich dstnnstrate conpliance with S 570.505 regarding any
change of use of real- property acquired or inproved with GDBG

assistance.

Records which dsrpnsLrate compliance with the citizen
participation requir:enents prescriBJ in section 104(a)(3) of the
Ict, and in SS S7O.:Ot(b) ancl 570.305 for entitlstpnt recipients
or s 570.431 for HUD-aduinistered snlall cities recipients.

(e)
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(f ) Records wtrich dsrxrnstrate ccnpliance with the requirarents in
S 570.506 regarding acquisition, displacerent, relocation, and
replacarent housing.

(g) Fair housing and equal opportunity records containing:

(1) Docr:nentation of the actions the recipient has carrj-ed out
with its housing and ccnnmnity developrent and other
resources to ranedy or aneliorate any conditions limiting
fair housing choice in the recipient's ccf,rrn-nity, and
docurentation of any other official actions the recipient has
taken rnilrich dsrcnstrate its support for fair housing, such as
develogrent of a fair housing analysis described in
S s70.904(c;.

(2) Data on the extent to wtrich each racial and ethnic group and
single-headed households (by gender of household head) have
applied for, participated in, or benefited frrcm, any program
or activity funded in wtrole or in part. with CDBG fr:nds. Such
inforrnation shall be used only as a basis for further
investigation as to ccnpliance with nondiscrimination
requiranents. I.J,c recipient is required to attain or nraintain
any particular statistical neasure b1r race, ethnicity, or
gender in covered programs.

(3) Data on anploynent in each of the recipient's operating units
funded in whole or in part with CDBG funds, with such data
rnaintained in the categories prescribed on the Equal
Erploynent @portunity Ccnrnission's EEO-4 form; and
docunentation of any actions underLaken to assure equal
arploylrent opportunities to all persons regardless of race,
color, national origin, sex or handicap in operating units
funded in whole or in part. under this part.

(4) Data indicating the race and ethmicity of households (and
gender of single heads of households) displaced as a result
of CDBG funded activities, together with the address and
census tract of the housing units to which each displaced
household relocated. Such information shalf be used only as
a basis for further investigation as to ccnpliance with
nondiscrimination reguirarents. l'lo recipient is required to
at-t-ain or maintain any particular statistical nreasure b1z

race, etlrnicity, or gender in covered programs.

(5) Docunentation of actions undertaken to rneet the requirsnents
of S 570.607(b) which irplanents section 3 of the Housing
Developrent Act of 1968, as anended (12 U.S.C. 1701U)
relative to the hiring and training of lolv and moderat-e
incorne persons and the use of local businesses.
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(6) Data indicating the racial/ethnic character of each business
entity receiving a contract or subcontract of $251000 or nore
paid, or to be paid, with CDBG funds, data indicating which
of those entities are wcnpn's business enterprises as defined
in Executive Order L2138, the amcunt of the contract or
subcontract, and doctrrentation of recipient's affirmative
steps to assure that minority business and \,rrtcrtl€rlrs business
enterprises have an equal opportunity to obtain or ccnpete
for contracts and subcontracts as sources of supplies,
equiprent, constmction and serrrices. Such affinnative steps
rnay include, but are not }imited to, technical assistance
open to all businesses but designed to enhance op[rcrtunities
for these enterprises and special outreach efforts to inform
thsn of contract opportunities. Such steps shall not include
preferring any business in the award of any contract or
subcontract solely or in part on the basis of race or gender.

(7) Docunentation of the affirnntive action measures the
recipient has taken to overccne prior discrimination, where
the courts or HUD have found that the recipient has
previously discriminated against persons on the ground of
race, color, national origin or sex in a&ninistering a
program or activity funded in whole or in part with CDBG

funds.

(h) Financial records, in accordance with the applicable requirarents
Iisted in S 570.502.

(i) Agrearents and other records related to ltnp sum disbrrrssrents to
piivate financial institutions for financing rehabilitation as
prescri-bed in S 570.513; and

(j) Records required to be nnintained in accordance with other
applicable laws and regulations set forth in subpart K of this
part.

(Apprrcved by the Office of l4anagarent
and Budget under Control l.lo. 2506-0077)

S 570.507 Reprts.

(a) Perforrnance and evaluation reporL.

(1) Content. Each perfonnance and evaluation report rmrst contain
ccrrpleted copies of all forms and narratives prescribed by
the secretary, including a swrTEry of the citizen ccnrnents
received on the re1rcrt, as prescribed in (a)(3) of this
section.
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(2) Timinq.

(i) Entitlsrent crrants. Each entitlenent grant recipient
shall sutrnit a perforrnance and evaluation retrrcrt.:

(A) ltro later than 90 dalrs after the ccnpletion of the
rtrst recent program year shcruing the status of all
activities as of the end of the proqram yeari

(B) Itb later than October 31 each year shcxnring housing
assistance perforrnance as of the end of the Federal
fiscal lear; and

(c) ldc later than 90 dalrs after the criteria for grant
closeout, as described in S 570.509(a), have been
net.

(ii) HlD-adninistered small cities grants
recipient shall sutrnj-t a perforrnance
report on each grant:

Each srnall cities
and evaluation

(A) Irb later than 12 nnnths after the date of the grant
award and annually ther"eafter on the date of the
award until ccnpletion of the activities funded
under the grant; and

(B) I,tro later than 90 days after the criteria for grant
closeout, as described in S 570.509(a), have been
net. If HUD deterrnines that the previous report
adequately describes pr"oject results, HUD will-
notify the recipient that a final retrrcrt is not
necessary.

(3) Citizen ccnnents on the report. Each recipient shall nnke
copies of the perforrnance and evaluation report available to
its citizens in sufficient tfure to permit the cit.izens to
ccnrrent on the reporb prior to its sutrnission to HUD. Each
recipient nay determine the specific marlner and tines the
re1rcrL will be nnde available to citizens consistent with the
preceding sentence.

Egual enqcloVnent opportunity reports. Recipients of entitfsrent
grants or HUD-a&ninistered small cities grants shall suhnit to HUD

each year a report (HUD/EEO- ) on recipient anplolrrent containing
data as of June 30.

(c) l4inority bus iness enterprise reports. Recipients of entitlstent
grants, HUD-ackninistered small cities grants or Urban Developrent
Action Grants shall sutxnit to HUD, by April 30, a reporL on
contract and subcontract activity during the first half of the

(b)
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fiscal year and by October 31 a reporb on such activity during the
second half of the 1rear.

(d) Other reporLs. Rec ipients rnay be required to sutrnit such other
reports and inforrnation as HUD deterrnines are necessary to carrlr
out its restrrcnsibitities under the Act or other applicable laws.

(Approved Ly the Office of Managanent and Budget under Control likcs.
2506-0077 for paragraph (a) ar:rJ 2529-0008 for paragraph (b) and 2506-
0066 for paragraph (c) )

S 5?0.508 Public access to program records.

Iilrtwithstanding 24 CFR 85.42(f ), recipients shall p:rcvide citizens
with reasonable access to records regarding the past use of CDBG funds,
consistent with applicable State and local laws regarding personal
privary and obligations of confidentiality.

S 570.509 frant closeort prc€clurqs.

(a) Criteria for closeout. A grant will be closed out when HUD

determines, in consultation with the recipient, that the follcrving
criteria have been net:

(1) A1l costs to be paid with CDBG funds have been incurred, with
the exception of closeout costs (e.9., audit costs) and costs
resulting frcrn contingent liabilities described in the
closeout agreernent pursuant to paragraph (c) of this section.
Contingent liabilities incl-ude, but are not limited to,
third-party claims against the recipient, as rnell as related
acLninistrative costs .

(2) With respect to activities (such as rehabilitation of
privately ornmed properbies) which are financed by neans of
escrow accounts, Ioan guarantees, or similar nrechanisrns, the
work to be assisted with CDBG funds (but excluding program
inccnr') has actually been conrpleted.

(3) Other responsibilities of the recipient under the grant
agreetent- ancl applicable laws ancl r:egrulations, appear to have
been carried out satisfactorily or there is no fur[her
Fecler:al interest in keeping the grant agreanent open for the
purpose of secrtr:ing prerfornElnce.

(b) Closeout actions

WiLtrin 90 days of tlrc dat-e iL is cletentlined that the criteria
for ck;seortt ltave be'en net, the re'cipient shall suhndt to HUD

a (--o[ry of t-he f inal prerfclrnratrce and evalr.tation r-elxrrt

(1)
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descri-bed in S 570.507. If an acceptable re1rcrt is not
suhnitted, an audit of the recipient's qrant activities nny
be conducted by HUD.

(2) Based on the inforrnation provided in the perfornance reporL
and other relevant inforrnation, HUD, in consultation with the
r"ecipient, will prepatre a closeout agreerent in accordance
with trnragraph (c) of this section.

(3) HUD wiII cancel any unused trrcrtion of the awarded grant, as
shcrsn in the signed grant closeout agreerent. Any unused
grant funds disbursed frcrn the U.S. TYeasulr wtrich are in the
Srcssession of the recipient sha1l be refunded to HUD.

Any costs paid with CDBG funds wtrich raere not audited
previously shall be subject to coverage in the recipient's
next single audit perforned in accordance with 24 CFR

Part 44. The recipient nny be required to repay HUD any
disallcr,'ed costs based on the results of the audit, or
additional HUD revis,vs provided for in the closeout
agreerent.

(4)

(c) Closeout aqresrent. Any obligations rsnaining as of the date of
the closeout shall be covered by the terms of a closeout
agrearent. The agreorent shall be prepared bY the HUD field
office in consultation with the recipient. The agreerent shall
identify the grant being closed out, and include provisions with
respect to the follorving:

(1) Identification of any closeout costs or contingent
Iiabilities subject to paynent with CDBG funds after the
closeout agrearent is sigrred;

(2) Ident.ification of any unused grant funds to be canceled b1r

HTJD;

(3) Identification of any program inccne on deposit in financial
institutions at the tine the cl-oseout agreerent is sigrned;

(4) Description of the recipient's responsiJ:iJ-ity after closeout
for:

(i) Ccnpliance with all program reguirorents, cert-if ications
and assurances in using program inccrne on deposiL at the
tjne the closeout agr:earent is sigmed and in using any
ol-her ranaining CDBG funds available for closeout costs
and contingent liabilities;

(ii) Use of real property assist-ed with CDBG funds irr
accor:dance with the principles described in S 570.505;

J i9 5lBe



(s)

(iii) Ccnpliance with requironents governing program inccrne
received subsequent to gnant closeout, as descrjJced at
S 570.504(b)(4) and (5); and

(iv) Ensuring that flood insurance coverage for affected
property ov{iners is maintained for the rnandatory period.

Other provisions appropriate to any special circtmstances of
the grant closeout, in nodification of or in addition to the
obligations in paragraphs (c)(1) th:rcugh ( ) of this section.
The agreorent shal-l authorize nrcnitoring by HUD, and shall
provide that findings of nonccnpliance may be taken into
account bDu HUD, as unsatisfactory perfonnance of the
recipient, in the consideration of any future grant award
under this part.

(d) Status of hous assistance after closeout. Unless
provided in a closeout agrearent, the housing assistance

plan (HAP) will rsnain in effect after closeout r:ntil the
e><piration of the fisca] lear coverd bY the last approved FIAP.

The IIAP will be used for allocations of HUD-assisted housing and
Iocal revisr and ccnnent under 24 CFR 791 for purposes of
achieving the housing goals under the perfollnarce criteria of
s s70.903.

(e) Tbrrnination of grant for convenience. Grant assistance provided

(f)

unaer ttri= p".t nny be terminated for convenience in wtrole or in
part before the ccnpletion of the assisted activities, in
accordance with the provisions of 24 CFR 85.44. The recipient
shal1 not incur new obligations for the terminated portions after
the effective date, and shall cancel as many outstanding
obligations as trrcssible. HUD shall allcrv full credit to the
recipient for those porLions of obligations which could not be
canceled and which had been properly incurred Lry the recipient in
carrlring out the activities before the tennination. The closeout
policies contained in this section shall apply in such cases,
except where the approved grant is terminated in its entirety.
Responsibility for the environnental reviss to be perforned under
24 CFR Part 50 or 24 CFR Part 58, as applicable, shall be
determined as pa.rt of the closeout process.

Ternination for cause. In cases in which the Secretary terminates
the recipient's grant under the authority of Subpart O of this
pat, or under the terms of the grant agreanrent, the closeout
policies contained in this section shal-l aPP1Y, except where the
approved grant is canceled in its entirety. The provisions tn 24

CFR 85.43(c) on the effects of termination shall also apply. HLJI)

shall determine wtrether an environnental assessnent or finding of
inapplicability is required, and if such revieur is reguired, HUD

shall perform it pursuant to the provisions of 24 CFR Part 50.
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S 570.510 ftansferriry projects fncrn urban counties to retrotrnlitan
cities.

Section 106(c)(3) of the Act authorizes the Secretary to transfer
r:nobligated grant funds frcrn an urban county to a neur netropolitan
city, prrcvided: the city was an included unit of general local
goverrnent in the urban county innediately before its qualification as
a netropolitan city; the funds to be transferred were received by the
county before the qualification of the city as a netrolrcIitan city; the
funds to be transferred had been progralrned by the urban county for use
in the city before such qualification; and the city and cor:nty agree to
transfer responsibility for the adninistration of the funds being
transferred frun the county's letter of credit to the city's Ietter of
credit. The following rules apply to the transfer of responsibility
for an activity fr:crn an urban county to the nev,r net:rcpolitan city.

(a) The urban county and the netropolitan city nust execute a legally
binding agrearent wtrich shall specify:

(1) The anrcunt of funds to be transferred f::crn the urban county's
letter of credit to the retnopolitan city's letter of cr"edit;

(2) The activities to be carried out blr the city with the funds
being transferr"ed;

(3) The county's restrrcnsibility for all expenditures and
unliquidated obligations associated with the activities
before the tirre of transfer, including a statsrent that
restrrcnsibility for all audit and nrcnitoring findings
associated with those expenditures and obligations shall
rsnain with the county;

(4) The responsi-bility of the netropolitan city for all other
audit and nrrnitoring findings;

(5) How program inccne (if any) fr"crn the activities specified
shall be divided between the retrotrrclitan city and the urban
county; and

(6) Such other provisions as nay b required blf HUD.

(b) IJpon receipt of a request for the transfer of funds frcrn an urban
county to a netropolitan city and a colry of the executed
agreorent, HUD, in consultation with the Departlrent of the
T5:easury, shall establish a date upon which the funds shall be
transferred frcrn the letter of credit of the urban county to the
Ietter of credit of the netropolitan city, and shall take all
necessary actions to affect the requested transfer of funds.
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(c) HUD shall notify the netropolitan city and r:rban county of any
special audit and nr:nitoring rules wtrich apply to the transferred
funds wtren the date of the transfer is ccnnnmicated to the city
and the county.

S S 570.511 ard 570.512 (RESERVED)

S 5?0.513 luq> sun dratdcrm for finarcing of prcpertY retnbilitation
acLivities.

Subject to the conditions prescri-lced in this section, recipients
nny draw funds frcrn the letter of credit in a lunp srnn to establish a
rehabilitation fund in one or nore private financial institutions for
the purpose of financing the rehabilitation of privately cruned
properLies. The fund rnay b used in conjunction with various
rehabilitation financing techniques, including loans, interest
subsidies, lOan guarantees, loan reserves, or suCh other uSeS aS rnay b
approved bty HUD consistent with the objectives of this section. The
fund nny also be used for making grants, but only for the purpose of
leveraging non-CDBG funds for the rehabilitation of the sare property.

(a) Limitation on drarndcrnm of qrant funds.

(1) The funds that a recipient delrcsits to a rehabilitation fund
shall not exceed the grant anxcunt that the recipient
reasonably e><pects will be required, together with
anticipated program inccne frcrn interest and loan repayrnents,
for the rehabilitation activities during the period specified
in the agreorent to undertake activities, based on either:

(i) Prior level of rehabilitation activity; or

(ii) Rehabilitation staffing and nunagenent capacity during
the period specified in the agreenent to undertake
activities.

(2) I.Ic grant funds may be deposited under this section solely for
the purpose of investrnent, notwithstanding that t-he interest
or other inccrne is to be used for the rehabilitation
activities.

(3) The recipiertt's rehabilitation progranl actninistrative cosLs
and the aduinistrative costs of the financial institution nEIy

not be fundecl t-hrough luntp sunl drarnrlcnvn. Such costs nttst be
paid fron pericxlic letter of credit withdr-awals in accor-claltce
,ith standard procedures or frlrtl F)rogran itrccxtre: other Lhan
pr"ogram inccxrx-' gcneraterl by t-he Luttp sr-un distrihtrtiott.
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(b) Standards to be ret. The follcnving standards shall apply to all
ltnp sr:m drarndcnrns of CDBG funds for rehabilitation:

(1) Eliqible rehabilitation activities. The rehabilitation fund
shall be used to finance the rehabil-itation of privately
ornned properties eligiJole under the general policies in
S 570.200 and the specific pr"ovisions of either S 570.202,
including the acquisition of properties for rehabilitation,
or s 570 .203.

(2) Requirqrents for aqresrent. The recipient shall execute a
written agrearent with one or nore private financial
institutions for the operation of the rehabilitation fund.
The agreerent shal} specify the obligations and
restrnnsibilities of the parties, the terms and conditions on
vitrich CDBG funds are to be deposited and used or rettrrned,
the anticipated level of rehabilitation activities bry the
financial institution, the rate of interest and other
benefits to be provided by the financial institution in
return for the ltrrp sun detrrcsit, and such other terms as are
necessary for ccnpliance with the prrcvisions of this section.
IJ1rcn execution of the agreerent, a copy rmst be provided to
the HUD field office for its record and use in nonitoring.
Any nrcdifications made during the term of the agrearent nmst
also be provided to HUD.

(3) Period to undertake activities. The agreerent nmst provide
that the rehabilitation fund may only be used for authorized
activities during a period of no m:re than two years. The
ltrrp surn delrcsit shall be rnade only after the agrearent is
fully executed.

(4) Tire timit on use of deposited funds. Use of the deposited
funds for rehabilitation financing assistance rmst start
(e.9., first loan nmst be rnade, subsidized or guaranteed)
within 45 days of the deposit. In addition, substantial
disbursgrents frcrn the fund rm:st occur within 180 days of the
receipt of the deposit. (Where CDBG funds are used as a
guarantee, the funds that nmst be substantially disbursed are
the guaranteed funds.) For a recipient with an agrearent
specifying t\rc years to undertake activities, the
disburssrent of 25 percent of the fund (deposit plus any
interest earned) within 180 days will be regarded as neeting
this requirsrent. If a recipient with an agreanent
specifying tuD years to undertake activities delermines that
it has had substantial disburssrent frcrn the fund within the
180 days although it had not nret this 25 percent th-r:esho1d,
the justification for the recipient's determination sltall be
included in the program fi1e. Should use of depositr:<1 funds
not start withjn 45 days, or substantial disburssnenL frcnn
such fund not occur within 180 days, the recipient rnay be
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requird by HUD to return aII or part of the deposited funds
to the recipient's letter of credit.

Prr:qram activity. Recipients shall- revien^r the level of(s)

(6)

(7)

program activity on a learlY
substantially belovu that ant
returned to the reciPient's

basis. Uhere activity is
icipated, program fr:nds shall be
letter of credit.

Termination of aggsre!!: In the case of substantial failure
titution to ccnPtY with the terms

oi a turp sun drarndo,rn agrearent, the recipient shall
terrninate its agrearent, prrcvide written justification for
the action, withdraw all unobligated deposited funds from the
private financial institution, and return the funds to the
recipient's Ietter of credit.

Return of unuseQjepos-ilg-. At the end of the period
for undertaking activities, all

r:nobligated deposited funds shall be returned to the
recipient's lelter of credit unless the recipient enters into
a ner^/ agrearent conforrning to the requirarents of this
section. In addition, the recipient shall reserve the right
to withdraw any unobligated deposited funds required hY HUD

in the exercise of corrective or rsnedial actions authorized
under SS 570.910(b), 570.911, 570.9L2 or 570.913'

(B) Rehabilitation loans nrade with non-CDBG funds. If the
deposited funds or Program inccne derived frcrn deposited
funds are used to subsidize or guarantee repayrnent of

(e)

rehabilitation loans rnade with non-CDBG funds, or to provide
a supplarental l-oan or grant to the borro^rer of the non-cDBG

fund-s, the rehabilitation activities are considered to be
CDBG-assisted activities subject to the requirarents
applicable to such activities, except that repaynent of non-
C-OBG funas sha}l not be treated as pr'ogram inccne'

provision of consideration. In consideration for the lwnp
sr:rn deposit by the reciPient
institution, the dePosit nn:st
in support. of the reciPient's

in a private financial
result in approPriate benefits
local rehabilitation Program.

Mininn:rn requirarents for such benefits are:

(i) Grantees shall require the financial institution to pay
interest on the ltnrP sum dePosit:

(A) The interest rate paid by the financial institution
shall be no more than three points belovr the rate
on one year Treasury obligations at constant
naturity.
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(B) Wten an agrearent sets a fixed interest rate for
the entire term of the agrearent, the rate should
be based on the rate at the tine the agreerent is
executed.

(C) The agrrearent. rnay provide for an i-nterest rate that
r,muld fl-uctuate periodically during the term of the
agrearent, but at no tine shall the rate be
established at rncre than three trrcints below the
rate on one lear Tlreasur1z obligations at constant
nnturity.

(ii) In addition to the palzlrent of interest, at least one of
the follcnnring benefits rmrst be provided by the financial
institution:

(A) Leverage of the deposited funds so that the
financial institution ccnmits private funds for
Ioans in the rehabilitation proqram in an anount
substant.ially in excess of the arncunt of the ltrrp
strn deposit;

(B) CcnmiUrent of private funds by the financial
institution for rehabilitation loans at below
rnarket interest rates, at higher than norrnal risk,
or with longer than norrnal r"epaylrent periods; or

(C) Pr"ovision of a&ninistrative services in support of
the rehabilitation program by the participating
financial institution at no cost or at lover than
actual cost.

(c) P::oqram inccne. Interest earned on }.lrp surn deposits and paynents
on loans nrade fncrn such deposits are plogram inccne and, during
the period of the agrearent, shall be used for rehabilitation
activities under the provisions of this section.

(d) Outstanding findings. Notwithstanding any other provision of this
section, no recipient shall enter into a ns/s agireellent during any
period of tine in which an audit or npnitoring finding on a
previous h:np sr:m drarndcrvm agrearent rernains unresolved.

(e) Prior notification
office wrl tten

The recipient shall provide the HUD field
notification of the anr:unt of funds to be

distributed to a private financial institution before distribution
under the provisions of this section.

(f) Recordkeepinq requirsrents. The recipient shall naintain in its
files a colry of the written agreanent and related docr:nents
establishing conformance with this section and concerning
perforrnance by a financial institution in accordance with the
agreerent.
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Sec.
570.600
570.601

Subpaft, K -- Otler k"ograrr neWirqenUs.

570.602
570.603
570.604
570.605
570.505
570.607
570.608
570.509

Ceneral.
tulc1ic Law 88-352 and Public Law 90-284; affirrnatively
furthering fair housing; and Executive Order 11063.
Section 109 of the Act.
Labor standards.
Envirornental standards.
National Flood Insurance Program.
Rel-ocation, displacsrent and acquisition.
Erplolrrent and contractilg opportunities.
Iead-based trnint.
Use of debarred, suspended, or ineligible contractors or
subr"ecipients.
Uniform acLninistrative rcquirarents and cost pri-nciples.
Conflict of inte::est.
Executive O:der 12372.

570.610
570.611
570.6t2

Suhpart, K -- Other Progran RequirqrEnts.

S 570.600 Gerenal.

(a) Section 104(b) of the Act pr"ovides that any grant under section
106 of the Act shall be nnde only if the grantee certifies to the
satisfaction of the Secretarlr, amcng other things, that the grant
"wiII be conducted and adninistered in conforrnity with Pulclic Law
88-352 and R:blic Law 90-284," and, further, that the grantee
"wiII ccnply with the other provisions of this titl-e and with
other applicable laws." Section 104(e)(1) of the Act re,quires
that the Secretary determine with respect to grants made pursuant
to section 106(b) (Entitlorent Grants) and 106(d) (2)(B) (HuD-
adninistered SnaII Cities Grants), at least on an annual basis,
amcng other things, "wteLher the grantee has carried out [its1
certifications in ccrq>Iiance with the requirsrents and the prirnary
objectives of this title and with other applicable laws...."
Certain other statutes are expressly rnde appJ-icable to activities
assisted under the Act by the Act itself, while other laws not
referred to in the Act nay be applicable to such activities by
their cxun terms. Certain statutes or Executive Orders which may
be applicable to activities assisted under the Act by their crun
terns are actninistered or enforced by governnental deparErcnts or
agencies other than the Secretary or the Departnent. This Subpart
K enunerat-es laws which the Secretary will treat as applicable to
grants made under section 106 of the Act, other than grants to
States nnde pursuant to section 106(d) of the Act, for purposes of
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the dete::ninations descri-bed above to be rnade bry the Secretarlz
under section 104(e)(1) of the Act, including statutes e><pressly

nade applicable fy [fre Act and certain other statutes and

nxecutive O::ders ior vfr-ich the Secretarlr has enforcqrent
responsibility. The absence of fiention herein of any other
staiute for wlrich the Secretarlr does not have direct enforcenent
responsibility is not intended to be taken as an indication that,
in tfre Secretary's opinion, such statute or Executive O:der is not
applicable to activilies assisted under the Act. For laws wtrich
tirl Secretarlr wiII treat as applicable to grants nnde to States
,nder section 106(d) of the ecl tor trrrposes of the determin'ation
required to be *d"'b1r the Secr"etarlr pursuant to section 104(e)(2)
of the Act, see S 570.496.

Ttris subpart also sets forth certain additional pr"ogram

r"q"ir*;nts wtrich the Secretarlr has determined to be applicable
io'grants pr"ovided under the AcL as a matter of adninistrative
discretion.

In addition to grants rnade pursuant to section 106(b) and

106(d)(2)(B) of the Act (Subparts D and F, respectively), lhe
req,ri-i*rents of this Subpart- K are applicable to grants rnade

puisuant to sections l-07 and 119 of the Act (Subparts- E and G,

iespectively), and to loans guaranteed pursuant to Subpart M.

s 570.501 R$Iic La$, 88-352 ald Pqblic Law 90-284; affinmtively
t"rttenirrg fair tosirrg; Eecuti\re Gder 11063'

Section 104(b) of the Act provides that any grant
section 106 of the'Act shall bqnnde only if the grantee certifies to
the satisfaction of the Secretarlr that the grant "wiII be conducted and

ackninistered in conformity with -public Law 88-352 and Pulclic Law 90-284

and the grantee will affirnatively further fair housing"' Similarly,
section iOZ provides that no gran-t IrEy b rnade-trnder that section
(kretarlr's Discretionarlz nrnd) or section 119 (UDAG)_without.
satisfactory ass.rrances t-trat tfre grantee's program will be conducted

and adninislered in conformity with R:lclic Law 88-352 and Public Law

90-284.

,,hrblic Law 88-352" refers to Tit1e VI of the Civil Rights Act of
7964 (42 U.S.C. 2000d et seq.), wtrich pr.ovides that no person in
the United States sha1l onThe glound of race, color, or national
origin, be excluded frcrn participation in, be denied the benefits
of, or be subjected to discrimination under any pr:ogram or
..tirity receiving Federal financial assistance. Section 602 of
the civil Rights i"t of 1964 directs each Federal departrent and

agency anpcxaered to extend Federal financial assistance to any
pi-,g.* oi activity by way of grant to effectuate the foregoing
p.ofiiLri-tion by issuin-g n ie=, iegnrlations, or orders of general

(b)

(c)

(a)
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applicability wtrich shall be consistent with achievsrent of the
statute authorizing the financial assistance. HUD regulations
inplerenting the requirarents of Title VI with respect to HUD

programs are contained in 24 CFB. Part 1.

(b) "R:lclic Law 90-284" :refers to Title VIII of the Civil Rights Act
of 1968 (42 U.S.C. 3601 et seq.), popularly )crcnm as the Fair
Housing Act, wtrich p:rovides that it is the po1iry of the United
States to p::ovide, wittril constitutional lirnitations, for fair
housing throughout the United States and pr:ohibits any person frcrn
discriminating in the sale or rental of housing, the financing of
housing, or the pr"ovi-sion of brokerage services, i-ncluding
other:v,rise makilq unavailable or denying a dvelling to any Prson,
because of race, color, r"eligion, sex, or national origin. Title
VIII further requires the Secretarlr to adninister the prcgrams and
activities reJ-ating to housing and urban develolrrent in a rnanner
affirrnatively to furLher the policies of Title VIII. hrrsuant to
this statutory direction, the Secretary requires that grantees
adninister all prograrns and activities related to housing and
ccnmunity developrent in a mamer to affirnatively further the
policies of Title VIII; further:rpre, section 104(b) (2\ of. the Act
nequi::es that each gtrantee receiving funds under section 106 of
the Act (entitlarent or snall cities grantees) certify to the
satisfaction of the Secretarlr that it will affi::natively further
fair housing.

(c) Executive Order 11063, as arended b1r Executive Order 12259,
directs the Departnent to take all action necessarlr and
a14g:rcpriate to p:revent discrimination because of race, color,
religion (creed), sex, or natj-onal origin, in the sale, leasing,
rental, or other disposition of residential prioperty and related
facilities (including land to be developed for residential use),
or in the use or occupancy thereof, if such pnoperty and related
facilities are, amcng other things, pr:ovided in whole or in part
with the aid of l-oans, advances, grants, or contributions agreed
to be rnade [r the Federa] Coverrnent. HUD regnrlations
inplarenting Executive Order 11063 are contained in 24 CFR Part
107 .

S 570.602 Section 109 of tlte }ct.

(a) Section 109 of the Act requires that no [Erson in the United
States shall on the ground of race, color, national origin or sex'
be excluded frcrn participation in, be denied the benefits of, or
be subjected to discrimination under, any program or activity
funded in v*role or in part with ccnnmnity developrent funds made
available pursuant to the Act. For purposes of this section
"program or activity" is defined as any fr:nction conducted hy an
identifiable adninistrative unit. of the recipient, or bY any r:nit
of goverrnrent, subrecipient, or private contracLor receiving
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(b)

cqnnunity develotrrrent funds or loans f:sn the recipient. "FUnded
in v*rols or in part. with ccnmunity develoSrrent funds" neans that
ccnmunity develotrrrent funds in any anr:unt in the fo::n of gtrants or
p:rcceeds f:rcrn HUD gUaranteed loans have been transferned b1r the
t"ecipient or a subrecipient to an identifiable adninistrative unit
and disUursed in a ptrcgram or activity. In subsection (b) of this
section, "recipient" reans recipient as defined in 24 CFR 1.2(t).

specific discrimirntory actions p:ohibited and corrective
actions.

(1) A recipient rnay not, under any program or: activity to vfrich
the regulations of this part rnay aPFIY, directly or th:ough
contractual or other arrangellEnts, on the g:ound of race,
color, national origin, or sex:

(i) Deny any individual any facilities, serfrices, financial
aid or other benefits pnovided under the pnogram or
activity.

(ii) pr"ovide any facilities, services, financial aid or other
benefits vfrich a::e different, or alle provided in a
differ^ent form, fron that p:rovided to others under the
program or activitY.

(iii) Subject an ildividual to segregated or separate
treatrrent in any facility in, or in any nntter of
plrccess :related to receipt of any se:rrice or benefit
under the Program or activitY.

(iv) Restrict an individual in any way in access to, or in
the enjolznent of, any advantage or privilege enjoyed by
others in connection with facilities, se:rrices,
financial aid or other benefits under the program or
activitY.

Treat an individual differently frcrn others in
determining wtrether the individual satisfies any
adnission, enrollnent, eligibility, nsnbershiPr or other
requirarent or condition wtrich the individual must rleet
inbrder to be pr"ovided any facilities, senrices or
other benefit prcvided under the program or activity'

(v)

(vi) Deny an individual an opportunity to participate in a
program or activity as an arplolee.

(2) A recipient rnay not use criteria or nethods of adninistration
raihich have the- ef fect of subjecting persons to discrimination
on the basis of race, color, national origin, or sex, or have
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the effect of defeating or substantially inpairing
acccrq>listnent of the objectives of the program or activity
with respect to persons of a particular race, color, national
origin, or sex.

(3) A::ecipient, in determinjnq the site or location of housing
or facilities provided ix wtrole or in part with funds under
this part, fiEly not rnake selections of such site or location
wtrich have the effect of excluding persons f::crn, denying than
the benefits of, or subjecting then to discrimination on the
g:ound of race, color, rntiornl origin, or sex; or wtr-ich have
the purpose or effect of defeating or substantially inpairing
the acccnplistnent of the objectives of the Act and of this
section.

(4)

(i) In adninistering a program or activity funded in wtrole
or in part with CDBG funds regardinq wtrich the ::ecipient
has previously discriminated against persons on the
glrourd of race, color, national origin or sex, or if
there is sufficient evidence to conclude that such
discrimination existed, the r"ecipient nmst take rsredial
affi::native action to ove:ccne the effects of prior
discrimination. Tlre r.vord "previously" does rpt exclude
cur:rent discriminatory practices .

(ii) In the absence of discrimj-nation, a recipient, in
adninistering a program or activity funded in v*role or
in part with funds nnde available under this part, may
take any nondiscriminatory affirrnative action necessary
to ensurie that the program or activity is open to aII
without regard to race, color, national origin or sex.

(iii) After a finding of nonccnq>Iiance or after a recipient
has a firm basis to conclude that discrimination has
occurred, a ::ecipient shall not be prohibited by this
section fr"on taking any action eligible under Subpart C
to aneliorate an imbalance in senzices or facilities
pr"ovided to any geographic area or specific group of
persons within its jurisdiction, wtrere the purpose of
such action is to rerredy prior discriminatory practice
or usage.

(5) I,lctwithstancling anything to the contrary in this section,
nothing contained herein shall be constmed to prohibit any
recipient frcrn nnintaining or constructing separate living
facilities or rest rocrn facilities for the different sexes.
F\rrLhernore, selectivity on the basis of sex is not
prohibited when institutional or custodial services can
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(c)

property be perforned only b1r a lTErnber of the saIIE sex as the
rrecipients of the senzices '

Section 109 of the Act further pr^ovides that any pnohiJcition
igainst discrimirntion on the basis of age under the Age

oiscrimirntion Act of 1975 (42 U'S'C' 6101 et seq') or with . .

respect to an othe::trise q,r.iifi"d handicap@ ,erson as prcvided
in iection 504 of the netiafititation Act of L973 (29 U.P.g. 794\

=113rr arso appry to any program or activity funded i:r wtrore or in
part with funits-rnade available pr:rsuant to the Act. HUD

i"g"r"ii-"ns inplarenting tr," aq" Discrirnination Act are contained
in 24 CFR Part 146 and [h" ."g"fations inplarenting section 504

ar"e contained in 24 CFR Part 8.

S 5?0.503 Iabor stardards.

section 110 of the Act requires that aII laborers and nectnnics
anploled hrlr contractors or subcontractors on construction r'ork financed

in wtrole or in part with assistance r^eceived under the Act shall be

paid wages at rites not less than those prevailing on similar- 
-

construction in the locality as determined !y the Secretarlr of Labor in
accordance with the Davis-gacon Act, as anended (40 u.s.c' 

-zz.Q 
- 276a-

5). By reason of the foregoing reql:irarent, the contract !^trork Hours

ui-,a Sut"ty Standards Act (IO ulS.C: 327 et Pe9:) also applies'.
However, these ,=q"i"**"is apply to the-reffiilitation of r:esidential
p."p"*V only if Juch properUf c6ntains not less than 8 units ' With

i"=i,""i to t-he labor "t.tOurOt 
specif ied in this section, the Secretarlr

of labor r,as tne autrrority and f-r:nctions set forth in Reorganization
plan Nhmber 14 of 1950 (5 U.S.C. 1332-15) and section 2 of the Act of
June 13, L934, as anended (40 U'S'C' 276c\'

S 5?0.604 Ernrirornental stardards'

Sectionl0a(g)expressestheintentthat',thepoliciesofthe
National Envirorn6ntal-Poliry Act of 1969 and other provisions of Iaw

wtrich further tfLe purpo="" oi such Act-("= ?ryified in regulations
issued by the S".rEi"iV) . . .tbl ncst efiectively inplarent* .t"
connection with the e>rsndiiure of funds under" the Act' Such other

l."ri=i".," of law wtricir further the purpo?g? ?f , 
the National

Envirornental poii* *a of 1969 ara sftif ied in regulations issued

pursuant to """tio;104(q) 
of the Act 

-and contained in 24 CFR Part 58'

secrion 10a(g) "i;; 
p;;ides that, in lieu of. rhe envirorrrental

protection procedure's otherwise appli941"'. the Secretary nray under

regulations provide for the reteaiL of funds for particular projects to
grantees whlo assure all of the restrrcnsibilities for environnental
revio,rr, decisiorrnaking, and action p"r="nt to the National
Envirorrrental pJl* #a of 1969, .}d the other provisions of.law
specified by the-S$retary as described above, that would apply to the

i[retary ","." 5"f"f," t" irrd"tC.L" such proiects as Federal projects '
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Grantees assurre such envi:orrrental revieur, decisj-orrnaking, and action
responsiJcilities b1r execution of grant ago:earents with the Secretary.
The procedures for carrlring out such envirornrental restrrcrsibilities arle
contained in 24 CFR Part 58.

S 570.505 llatioral Flood Insurarce h"ogral.

Section 202(a) of the Flood Disaster Pnotection Act of 1913 (42
U.S.C. 4106) pr"ovides that no Federal officer or agency shall apprpve
any financial assistance for acquisition or constmction purposes (as
defined under section 3(a) of said Act (42 U.S.C. 400(a)), one lear
after a ccnnn-rnity has been fornally notified of its identification as a
ccnnmnity containing an area of special flood hazard, for use in any
area that has been identified bry the Director of the Federal ftrergenry
Managerent Agenry as an area having special flood hazards unless the
ccnnn:nity in which such area is situated is then participating in the
National Flood Insurance Program. Ifctwithstanding the date of HUD

appr:oval of the recipient's application (or, in the case of grants made
under Subpart D, the date of sutrnission of the grantee's final
statsrent pursuant to S 570.302), funds p:ovided under this part shal}
not be expended for acquisition or construction purposes in an area
that has been identified by the Federal Hrergenry l"tranagarent Agenry
(fm,C.) as having special flood hazards unless the ccnnunity in which
the area is situated is participating in the National Flood Insurance
Program in accordance with 44 CfR Parts 59-79, or less than a )ear has
lnssed since FTI4A notification to the ccnrmrnity regarding such hazards;
and flood insurance is obtained in accordance with section 102(a) of
the Flood Disaster Protection Act of 1973 (42 U.S.C. 4001).

S 570.505 Relaation, displacercnt ard acqtdsition.

(a) Unifonn Relocatj.on Act.

(1) The Uniform Relocation Assistance and ReaI Property
Acquisition Policies Act of 1970 (tiRA) (42 U.S.C 4601) and
HUD inplarenting regulations at 24 CFR Part 42 apply to the
acquisition of real prrcperty by a State agency for an
activity assisted under this part and to the displacsrent of
any family, individual, business, nonprofit organization or
farm that results frcrn such acquisition. The grantee's
certification of ccnpliance with the URA is required in the
grant agresrEnt.

(2) An acquisition and resulting displacgrent by a State agency
is "for an assisted activity" if it occurs on or after the
date of the initial sulrnission of a final statsrent under 24
CFR 570.302(a)(2) (Entitlarent Grants); the initial
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sutrnission of an application to HUD by a unit of general
Icral goverrrrent under SS 570.426, 570.430, or 570.435(d)
that i-s granted for the r"equested activity (HLID actninistened
Snall Cities Pr"ogram); or the sutxnission of an application to
filJD by a city or urban county under S 570.458 that is grranted
for the requested activity (UDAG). However, an acquisition
or displacsrent that occurs on or after the descriled date is
not subject to the URA if the grantee dete::nines that the
acquisition or displacenent was not carried out for an
assisted activity, and the HUD Field Office concurs in that
detennination. An acquisition or displacsrent that rccurs
before the descriJced date is subject to the URA, if the
grantee or the HUD Field Office determines that the
acquisition or displacarent was carried out for the assisted
activity. The grantee may, at any tine, request a HUD
deterrnination whether an acquisition or displacarent will be
considered to be for an assisted activity and thus subject to
these regulations. Ib be eligible for relocation assistance,
hov,rever, a person nnlst also neet the eligiJcility criteria in
24 CrR Part- 42.

(b) Residential antidisplacerent and relocation assistance plan.
Under section 104(d) of the Act, each grantee nmst adopt, rnake
public and certify that it is follcnring a residential
antidisplacsrent and relocation assistance plan p:roviding one-for-
one :replacsrent units (paragraph (b)(1) of this section), and
relocation assistance (paragraph (b) (2) of this section). The
plan nmst also indicate the steps that will be taken consistent
with other goals and objectives of this part to minjmize the
displacerent of [Ersons frun their hcnes as a result of any
activities assisted under this part.

(1) One-for-one replacqrent units

(i) AII occupied and vacant occupiable lou/nrcderate inccne
drcIling units that are dsrxrlished or converted to a use
other than as lcnv/nr:derate inccne dr,'elling units as a
direct result of an activity assisted under this part
nmst be replaced by goverrrrental agencies or private
developers with low/nr:derate inccne d^e}ling units.
Replacenent 1o,v/nr:derate inccne dnelling units may
include public housing, or existing housing receiving
Section B project-based assistance under the United
States Housing Act of 1937. The replacsrent
Icxu/nr:derate inccne chelling units nmst be pr"ovided
within three years of the comencerrent of the dsnrlition
or rehabilitation related to the conversion, and nn-rst
reet the follcr,ring requirarents:

(A) The units nmst be located within the grantee's
jurisdiction.
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(B) The units nmst be sufficient in ntrnlcer
house at least the m:nrber of occupants
have been housed in the units that are
or converted. The ntrnber of occupants
housed in units shall be dete::nined in
with Iocal housing occupancy codes.

and size to
that could
dsrxrlished
that may be
accordance

(C) The units must be provided in standarrl condition.
Replacarent lou/nrcderate inccxre dwelling units nny
include r:nits that have been raised to standard
f:icrn substandard condition.

(D) The units nmst be designed to rsnain lor/nrcderate
inccne dnielling units for at least 10 years frun
the date of initial occutrnnry.

(ii) Before obligating or expending funds provided under this
part for any activity that wi}l directly result in the
dsrplition of lor,v/noderate inccne drnelling units or the
conversion of Ior/nrcderate inccne dvrelling units to
another use, the grantee nmst nnke public, and sulrnit
the following infornation in r,rriting to HUD:

(A) A description of the pr"oposed assisted activity;

(B) The general location on a nEp and approxirnate
nunber of daelling units b1r size (mmrber of
bedrrccms) that will be dqrplished or converted to a
use other than for lo,v/nnderate inccne dr^e11ing
units as a direct resul-t of the assisted activity;

(C) A tfu1e schedule for the connEncexrent and ccnpletion
of the dernrlition or conversion;

(D) The general location on a nrap and approxirnate
ntmlcer of due]ling units b1r size (nunber of
bedrocrns ) that. wi}l be provided as repJ-acsrent
dwelling units;

(E) The source of funding and a tirre scheduLe for the
provision of repJ-acsrent duelling units;

(F) The basis for conc-l-uding that each replacenent
ct^elling unit will rsrain a lor,v/nrcderate inccrne
dv.'elIing unit for at l-east 10 lrears frcrn the date
of initial occupanry.

(iii)

(A) The requirsrents of paragraph (b)(1) of this
section do not apply if the HUD Eield Office
determines, bnsed upon object.ive data, that there
is an adequate supply of vacant lo,u/nr:derate inccne
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duelling units in standard condition available on a
nondiscriminatory basis within the grantee's
jurisdiction. In nnking this deterrnination, the
HUD Field Office will consider the housing vacancy
rate for the jurisdiction, the nunber of vacant
low/nrcderate incorrp d,elling units in the
jurisdiction (excluding units that will be
dsnclished or converted) and the nunrber of eligi-ble
families on waiting lists for housing assisted
under the United States Housing Act of 1937 in the
jurisdiction.

(B) The HUD Field Office may consider the supply of
vacant lcr,r/nrcderate inccne dvrelling units in
standard condition available on a nondiscriminatory
basis in an area that is larger than the grantee's
jurisdiction. Such additional dr,elling units shall
be considercd if the HUD Field Office determines
that the units would be suitable to serve the needs
of the lcxu and noderate inccne households that.
could be served b1,z the lcnr/noderate inccrre duelling
units that are to be dsrolished or converted to
another use. The HUD Field Office nnrst base this
determination on geographic and derogrraphic
factors, such as location and access to places of
arploynent and to other facilities.

(C) The grantee nn:st sulmit a request for a
determination under trnragraph (b) (1) (iii) of this
section directly to the HUD Field Office.

(2) Relocation assistance.

(i) Each loar or moderate inccne household that is displaced
bry darolition or bry the conversion of a lovr/noderate
inccne drnelling unit to another use as a direct resuft
of an activity assisted under this pnrt shalI be
provided with relocation assistance. The }cmr or
noderate inccrne household rnay elect to receive
relocation assistance described at 24 CFR Part 42 (HUD's
regulations inplarenting the URA), or may elect to
receive the follov'ring relocation assistance:

(A) The relocation assistance described aL 24 CFR Part
42, SubparL C (Ccneral Relocation Reguirarents) and
Subpart D (Paynent for Ittloving and Related
Expenses). Relocation notices nmst be issued
consistent with, and in the rnanner prescribed
under, 24 CFR 42.203. The definition of
"ccnq>arable replacsrent cteIling" used in 24 CFR

ParL 42 is nxdified as described in pnr:agraph
(b)(3)(i) of this section. Displaced households
provided with replacsrent housing assistance under
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paragraph (b) (2) (i) (C) of this section in the fo:rn
of a certificate or housing voucher r:nder Section B

of the United States Housing Act of 1937 | rmst be
provided referrals to ccnparable replacsrent
chelling units wtpse ohrrlers are willing to
part.icipate in the housing voucher or certificate
program. The grantee shall advise tenants of their
rights under the Federal Fair Housing Law (Title
VIII) and of replacarent housing opportunities in
such a nEulner that, wtenever feasiJrle, they wiII
have a choice between relocating within their
neighborhoods and other neighborhoods consistent
with the grantee's reslrcnsibility to affi::natively
further fair housing;

(B) The reasonable and necessarlr cost of any security
deposit required to rent the replacsrent chrcIling
unit, and credit checks required to rent or
pu:rchase the r.eplacsrent d,retling unit; and

(C) Replacarent housing assistance. Households are
eligible to receive one of the follouring forms of
replacarent housing assistance:

_l) Each household nmst be offered ccnpensation
designed to ensur:e that, for a five-1rear
period, the displaced household will not bear,
after relocation, a ratio of shelter costs to
inccne that exceeds 30 percent. Such
ccnpensation shall be either:

(i) A certificate or housing voucher for
rental assistance prrcvided through the
Iocal tublic Housing Agenry r:nder Section
B of the United State Housing Act of
1937; or

(ii ) Cash rental assistance equal to 60 tirres
the anrcunt that is obtained b1z

subtracting 30 percent of the displaced
household's npnthly gross inccne (with
such adjustnents as the grantee nny deen
appropriate) frcrn the lesser of: the
nonthly cost of rent and utilities at a
ccnparable replacenent dnelling unit or
the nonthly cost of rent and utilities at
the decent, safe and sanitarry replacsrent.
dnelling to which the household
relocates. The grantee may provide the
cash palznent in either a lunp sun or in
installnents. The grantee nny at its
discretion offer the household a choice
betr,reen the certificate/housing voucher
or cash rental assistance.
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) If the household pu::chases an interest in
a housing cooperative or nmtual housing
association and occupies a decent, safe
and sanitarlr unit in the cooperative or
association, the household rnay elect to
receive a lurp strn pay(Ent. This ltrrp
sun lnlrrent shall be equal to the
capitalized value of 60 nonthly
installrents of the anm:nt that is
obtained \r subtracting 30 pe:rcent of the
displaced household's nonthJ-y gDross

inccne (with such adjustnents as the
grantee may deen appropriate) f:sn the
nonthly cost of rent and utilities at a
ccnqnrable replacarent drelling unit. Tlo

ccnqrute the capitalized value, the
installrents shall be discounted at the
rate of interest pa.id on trnssbook savings
detrrcsits b1r a federally-insured bark or
savings and loan ilstitution conducting
business within the grantee's
jurisdiction. Tto the extent necessarlr to
rninimize hardship to the household, the
grantee shall, subject to appropriate
safeguards, issue a trnlzlrent in advance of
the pu:rchase of the interest in the
housing cooperative or mutual housing
association.

(ii) EligiJcility for relrcation assistance.

(A) A lor.r or mcderate inccne household that is r"equi-red
to nrcve as a direct result of dsrplition or
conversion of a lo,v/noderate inccne dvelling unit
to another use, is eligi-b1e for :relocation
assistance under paragraph (b)(2) of this section
if:

(t) The household is r"equired to npve fnom
the dwelling unit on or after the date
that the ovener sutnr-its a request to ttre
grantee for financial assistance that is
Iater for the requested
activity. (This applies to dnelling
units ouned by a person other than a
Federal or State agency, as defined under
the LJnA).

The household is requir"ed to nove ftun
the drnelling unit on or after the date of
the initial sutrnission of a final
statsrent under 24 CFR 570.302(a)(2)
(Entitlerent C,rants) ; tfre initial

?

?
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sutrnission of an aprplication to HUD bry a
unit of general local goverrrrnent under
S 570.426, 570.430, or 570.435(d) that. is
granted for the requested activity (HUD
adninistered Snall Cities Program); or
the sutrnission of an application to HUD

[z a city or urban county under S 570.458
that is granted for the requested
activity (UDAG). (This applies to
daelling units ovsned blr a Federal- or
State agency as defined under the UF{A. )

(B) If the dj-splacerent occurs on or after the
appropriate date described in trnragraph
(b)(2)(ii)(A) of this section, the lcxar or npderate
i-nccne household is not eligi-bIe for relocation
assistance if:

(1) The household is evicted for cause;

(?) The household noved into the pr^operty on or
after the date descrilced in paragraph
(b) (2) (ii) (A) of this section, after receiving
written notice of the expected displacarent;
or

(f) The grantee determines that the displacsrent
was not a di:rect result of the assisted
activity, and the HUD office concurs in that
determination.

(C) If the displacerent occurs before the appr"opriate
date described in paragraph (b)(2)(ii)(A) of this
section, the low or noderate inccne household is
eligible for relocation assistance if the grantee
or HUD deterrnines that the displacsnent was a
direct result of an activity assisted under this
part.

(3) Definitrons.
section:

For the purposes of paragraph (b) of this

(i) "Ccnq>arable replacsrent dnelling unit" fleans a ctnelling
unit that-:

(A) I'Ieets the criteria of 24 CFR 42.2(c)(1) through
(4); and

(B) Is availabl-e at a mcnthly cost for rent plus
estirnated average m:nthly utility costs that does
not exceed 30 percent of the househol-d's average
gross nonthly inccne (with such adjustnents to
j-nccne as the grantee may deam appropriate) after
taking into account any rental assistance the
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househol-d would receive. Where a cerbificate or
housing voucher is pr"ovided to a household under
paragraph (b)(2)(i)(C) (_t) (i) of this section, the
dwelling unit nn:st be available to the household at
a monthly cost for rent and estirnated average
ronthly utility cost that does not exceed the Fair
Market Rent or the payrent standard, respectively.

(ii) "Decent, safe and sanitary drtelling" reans a decent,
safe and sanitarlr chnelling as defined in 24 CFR 42.2(e) .

(iii) "Lcr,r/noderate inccne dv,elling unit" IIEans a dnelling
unit with a nnrket rental (including utility costs)
that does not exceed the applicable Fair Market Rent
(F},IR') for existing housing and nrcderate rehabilitation
established under 24 CFR Part 888.

(iv) "Occupiable dr,elling unit" neans a dwelling r;nit that is
in a standard condition, or is in a substandard
condition, but is suitable for rehabilitation.

(v) "Standard condition" and "substandard condition suitable
for rehabilitation." If the grantee has a HUD-approved
Housing Assistance Plan, the definitions of "standard
condition" and "substandard condition suitable for
rehabilitaLion" established in the plan will apply. If
the grantee does not have a HUD-approved Housing
Assistance PIan, the grantee nmst establish and rnake
public its definition of these terms consistent with the
requirarents of S 570.306(e)(1).

(4) Effective date. For all grants except those ntade under
Subpart D of this part (Entitlsrent Grants)r the provisions
of this pa.ragraph (b) are applicable to grants rnade on or
after October 1, 1988. For grants rnade under Subpart D,
these provisions will govern all activities for utrich funds
are first obligated bry the grantee on or after the date the
first grant is nnde after Septanber 30, 1988, without regard
to the sotlrce 1rear of the funds used for the activity.

(c) Section 104(k) relocation reguirgrents. Section 104 (k) of the Act
requires that reasonable relocation assistance be provided to
persons ( families, individuals, businesses, nonprofit
organ].zations, or farms) displaced (i.e., rr:ved perrnanently and
involuntarily) as a result of the use of assistance received under
this part to acquire or substantially rehabilitate property. If
such displ acsrent is subject to paragraph (a) or (b) of this
section, above, this paragraph does not apply. The grantee nn:st
develop, adopt and provide to prsons to be displaced a written
notice of the relocation assistance for which they are eligible.
The mininnrn requirarents for such assistance under the UDAG

Progran are described at S 570.457(b) Under CDBG programs,
perions entitled to assistance under this paragraph nmst be
provided relocation assisLance, including at a mininn:rn:
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Reasonable rn:ving expenses;

Advisory services needed to help in relocating. The grantee
shal1 advise tenants of their rights under the Federal Fair
Housing Law (Title VIII) and of replacsrent housing
opportunities in such a manner that, whenever feasiJrle, they
will have a choice between relocating within their
neighborhoods and other neighborhoods consistent with the
grantee's responsibility to affi::natively further fair
housing; and

(3) Financial assistance sufficient to enable any person
displaced frcrn his or her dvelling to lease and occuEr a
suitable, decent, safe and sanitarlr replacenent drelling
where the cost of rent and utilities does not exceed 30
percent of the household's gtrcss inccne.

(d) Optiornl relocation assistance. Under section 105 (a) ( 11) of the
Act, the grantee may provide rel-ocation palzlrents and other
relocation assistance for individuals, farnilies, businesses,
nonprrcfit organizations and farms displaced by an activity not
subject to paragraphs (a), (b) or (c) of this section. The
grantee rnay also provide relocation assistance to persons covered
under paragraphs (a), (b) or (c) of this section belzond that
required. Unless such assistance is provided pursuant to State or
Iocal law, the grrantee must pr.ovide the assistance only upon the
basis of a written determination that the assistance is
appropriate and nn:st adopt a written po1iry available to the
pubtic that describes the relocation assistance that the grantee
has elected to prrcvide and that provides for equal relocation
assistance within each class of displacees.

(e) Appeals. If a person disagrees with the grantee's determination
concerning the person's eligibility for, or the arnrunt of a
relocation paynent under this section, the person may file a
written appeal of that determination with the grantee. The appeal
procedures to be follcxned are descri-bed in 24 CFR 42.10. A lcnr or
ncderate inccne household that has been displaced frcrn a duelling
nray file a written request for revis,r of the grantee decision, to
the HUD Fiel-d Office.

(f) Responsibility of grantee.

(1) The grantee is responsible for ensuring ccnqpliance with the
reguirenents of this section, notwithstanding any third
party's contractual obligation to the grantee to ccnply with
the provisions of this part.

(2) The cost of assistance required under this section rnay be
paid frcrn l-ocal- public funds, funds pr:ovided under this part,
or funds available frcrn other sources.

(1)

(2)
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(3) The grantee nn-rst rnaintain records in sufficient detail to
dsrpnstrate ccnpliance with the p:rovisions of ttr-is section.

(g) Displacsrent. For the purposes of this section, a "displaced
personi' is a person that is requi::ed to nove pe::nanently and
involuntarily and includes a nesidential tenant who rncves frcrn the
real p::operty if :

(1) The tenant has not been provided with a reasonable
opporbunity to lease and rccupry a suitable, decent, safe and
sanitarlr dr,elling in the sane building or in a nearblz
building on the real property following the ccnpletion of the
assisted activity at a rncnthly rent and estinated average
cost for utilities that does not exceed the greater of

(i) 30 pericent of the tenant household's average ronthly
gross inccnel or

(ii) The tenant's nrcnthly rent and average cost for utilities
before

(A) The date that the ohrner sutrnits a request to the
grantee for financial assistance that is later
app:rcved for the requested activity. (This applies
to drnelling units ornmed b1r a person other than a
Federal or State aqency, as defined under the URA);
or

(B) The date of the initial sulrnission of a final
statsrent under S 570.302(a; (2)(Entitlsrent
C'nants); the initial sutrnission of an application
to HUD bry a unit of general local goverrrrent under
S 570.426, 570.430, or 570.435(d) that is granted
for the requested activity (HLJD a&ninistered Snall
Cities Program); or the sutrnission of an
application to filJD by a city or urban county under
S 570.458 that is granted for the requested
activity (llDAG). (This applies to dnelling units
cnnrned br11 a Federal or State agency as defined under
the URA); or

(2) The tenant is required to nnve to another clvrelling in the
real properLy but is not reimbursed for al} actual reasonable
out-of-pocket costs incurred in connection with the nove; or

(3) The tenant is required to relocate terporarily and:

(i) Is not reimbursed for all reasonable out-of-pocket
expenses incurred in connection with the tarporarlr
relocation, including nr:ving costs and any increased
rent and utility costs; or
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(ii) Other conditions of the tarporary relocation are not
reasonable.

S 570.607 Erployent ard ocntractirg oportunities.

(a) C,rantees shall ccnply with Executive Order 11246, as anended b1r

Executive Order 12086, and the regulations issued pursuant thereto
(41 CFR Chapter 60) wtrich provide that no person shall be
discriminated against on the basis of race, color, religion, sex,
or national origin in aII phases of arplolznent during the
perfornnnce of Federal- or federally assisted constmction
contracts. As specified in Executive Order 11246 and the
inplarenting regulations, contractors and subcontractors on
Federal or federally assisted construction contracts shall take
affirmative action to ensure fair treatnent in erployrent,
upgrading, dernction or transfer, recmitnent or recruitnent
advertising, Ia1rcff or termination, rates of pay, or other forns
of ccnpensation and selection for training and apprenticeship.

(b) Section 3 of the Housing and Urban Developrent Act of 1968 ( 12
U.S.C. 1701u) requires, in corutection with the planning and
carrlring out of any pr"oject assisted under the Act, that to the
greatest extent feasible opportunities for training and enplolznent
be given to lovs and moderate inccrne persons residing within the
unit of local governnent or the netropolitan arrea (or
noruretropolitan county) as determind by the Secretary, in ufiich
the project is located, and that contracts for work in corurection
with the project be awarded to eligible business concerrrs which
are located in, or ovored in substantial part b1r persons residing
in the sane netrolrclitan area (or noruretrotrrcIitan county) as the
pr"oject. Grantees shal-I adopt appropriate procedu::es and
requirarents to assure good faith efforts tcnarard ccnpliance with
the statutory directive. HUD regulations aL 24 CFR Part 135 are
not applicable to activities assisted under this part but nny b
referred to as gnridance indicative of the Secretarlr's vieur of the
statutory objectives in other contexts.

S 570.508 Lead-based paint.

(a) Prohibition against the use of lead-based paint. Section 401(b)
of the I-ead-Based Paint Poisoning Prevention Act (42 U.S.C.
4831(b) ) directs the Secretary to prohibit the use of lead-based
lnint in residential structures constmcted or rehabilitated with
Federal assistance. Such prohibitions are contained in 24 CFR
Part 35, SubparL B, and are applicable to residential structures
constructed or rehabilitated with assistance provided under this
part.
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(b) llctification of hazards of lead-based paint poisoning.

(1) The Secretarlr has pncnmlgated requir:arents regarding
notification to pu:rchasers and tenants of HUD-associated
housing constmcted prior to 1978 of the hazards of lead-
based pa.int lrcisoning aL 24 CFR Part 35, Subpart A. This
paragraph is pr.cnulgated pursuant to the authorization
granted Ln 24 CFR. 35.5(c) and supersedes, with respect to aII
housing to rnrtrich it applies, the notification requirarents
prescri-bed by Subpart A of 24 CFB. Part 35.

(2) For properties constructed prior to 1978, applicants for
rehabilitation assistance p:rcvided under th-is pa.rt and
tenants or purchasers of prrcperties crnrned b1r the grantee or
its subrecipient and acguired or rehabilitated with
assistance provided under this part shall be notified:

(i) That the property rnay contain lead-based paint;

(ii) of the hazards of l-ead-based paint;

(iii) of the synptcrns and treatnent of lead-based poisoning;

(iv) of the precautions to be taken to avoid lead-based paint
trrcisoning (including naintenance and rsn:val techniques
for eliminating such hazards ) ;

(v) of the advisability and availability of blood lead level
screening for children under seven years of age; and

(vi) that in the event lead-based paint is found on the
property, appropriate abatsrent procedures rnay be
undertaken.

(c) Elimination of lead-based paint hazards. The purpose of this
paragraph is to inplarent the provisions of section 302 of the
Lead-Based Paint Poisoning Prevention Act, 42 U.S.C. 4822, by
establishing procedures to eliminate as far as practicable the
hazards due to the presence of paint wtrich rnay contain lead and to
which children under seven ]rears of age IrEy be e><posed in existing
housing r^itrich is rehabilitated with assistance provided under this
part. The Secretary has prcnrulgated reguirarent-s regarding the
elimination of lead-based paint hazards in HUD-associated housing
at 24 CFR Part 35, Subpart C. This paragraph is prcnmlgated
pursuant to the authorization granted in 24 CFR 35.24(b)(4) and
supersedes, with respect to all housing to wtrich it applies, the
requirarents prescribed by Subpart C of 24 CFR Part 35.
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(1) Applicability. This pa.ragraph applies to the rehabilitation
of applicable surfaces in existing housing vitrich is assisted
under this part. The folloruing activities assisted under the
Ccrrnmnity Develotrxrent Bl-ock Grant program are not covered blr
this paragraph:

(i) frrergenry repairs (not including ]ead-based paint-
related errergency repairs ) ;

(ii) veatherization;

(iii) water or se\aer hook-ups;

(iv) installation of security devices;

(v) facilitation of tax exarpt bond issuances vitt-ich provide
funds for rehabilitation;

(vi) other similar tlipes of single-puaTose programs that do
not include physical repairs or rerdeling of applicable
surfaces (as defined tn 24 CFR 35.22) of. residential
structures; and

(vii) any non-single purpose rehabilitation that does not
involve applicable surfaces (as defined in
24 CFR 35.22) that does not exceed 53,000 per unit.

(2) Definitions.

Applicable surface. Al-1 intact and nonintact interior
and exterior painted surfaces of a residential
stmcture.

Chernrable surface. AIl chqnnble protruding paint"ed
surfaces up to five feet frcrn the floor or ground, which
are readily accessible to children under seven 1rears of
age, e.9., prctmding corners, windcxnrsills and franes,
doors and franes, and other protmding raroocluiork.

Defective paint sr:rface. Paint on applicable surfaces
that is cracking, scalilg, chipping, peeling or loose.

Elevated blood lead level or EBL. Excessive absorption
of 1ead, that. is, a confirnd concentration of lead in
wtrole blood of 25 ug/d1 (micrograms of Iead per
deciliter of whole blood) or greater.

lead-based paint surface. A paint surface, whether or
not defective, identified as having a l-ead content
greater than or egual to 1 nrg/cmz.
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Inspection and Tbsting

Defective paint sr:rfaces. The grantee shall inspect for
defective paint surfaces in aII units constmcted prior
to 1978 vftich are occupied bry families with children
under seven years of age and wtrich are prrcIrcsed for
rehabilitation assistance. The inspection shall occur
at the salre tjne the property is being inspected for
rehabilitation. Defective paint conditions wiII be
included in the work rrrite-up for the rsnailder of the
rehabilitation work.

(ii) ChsMable surfaces. The grantee shall be reguired to
test the lead content of chsanble surfaces if the farnily
residing in a unit, constructed prior to 1978 and
receiving rehabilitation assistance, includes a child
under seven lears of age with an identified EBL
condition. Lead content shall be tested by using an X-
ray fluorescence analyzer (XRF) or other nethod approved
hy HUD. Test readings of t ,rq.l^' or higher using an
)(RF shall be considered positive for plresence of lead-
based paint.

(iii) Abatsrent without testing. In Iieu of the pr"ocedures
set forth in pa.ragraph (c)(3)(ii) of this section, in
the case of a residential stmcture constn:cted prior
to 1978, the grantee nray forgo testing and abate all
applicable surfaces in accordance with the nethods set
out in 24 CFR 35.24(b)(2)(ii).

( 4 ) Abatsrent Actions .

(i) For inspections perforned under S 570.608(c)(3)(i) and
wtrere defective paint surfaces are found, treatnent
shall be provided to defective areas. Treatnent shall
be perforned before final inspection and approval of the
rnOrk.

(ii) For testing perforned under S 570.608(c)(3)(ii) and
rnrhere interior chevuable surfaces are found to contain
lead-based lnint, all interior chsnrable surfaces in any
affected rocrn shalt be treated. Where exterior chsanble
surfaces are found to contain lead-based paint, the
entire exterior chsnnble surface shall be treated.
Treatnent shall be perforned before final inspection and
approval of the work.

(iii) When r,eather prohibits repa.inting exterior surfaces
before final inspection, the grantee may permit the
c,wner to abate the defective paint or cherrrable lead-
based paint as required by this section and agree to
repaint. by a specified date. A selnrate inspection is
required.

(3)

(i)
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(5) Abatsrent nethods. At a mininnrm, treatnent of the defective
areas and cheruable lead-based paint surfaces shall consist of
covering or reflrcval of the painted surface as described tn 24
cFR 3s.24(b) (2)(ii).

(6) F\rnding for inspection, testing and abatsrent. P:rcgram
requirarents and local pr.ogram design wiII determine rrhether
the cost of inspection, testing or abatsrent is to be borne
b1z the onrner/developer, the grrantee or a ccnrbination of the
or^nrer/developer and the grantee.

(7) Ibnant p:rctection. The cxrsner/developer shall take
appropriate action to protect tenants frcrn hazards associated
with abatsrent procedures. t{here necessaraz, these actions
may ilclude the terporaqz relrcation of tenants during the
abatsrent process. The cnvner/developer shall notify the
grantee of all such actions taken.

(8) Records. The grantee shall keep a copy of each ilspection
and/or test report for at least three lrears.

(9 ) I4onitoring and enforcqrent. HIID f ield of f ice nr:nitoring of
rehabilitation programs includes revievrrs for ccnpliance with
applicable program requirarents for lead-based trnint. The
CPD Field },lonitoring Handbook which currently includes
instructions for mrnitoring lead-based paint requirenents
will be arended as appropriate. In cases of nonccrq>liance,
HUD may inpose conditions or sanctions on grantees to
encourage prcnpt ccnpliance.

(10) Ccnpliance with other program requirurents, Federal, State
and local laws.

(i) Other program requirarents. Tb the extent that
assistance frcm any of the programs covered by this
section is used in conjunction with other HUD program
assistance raitrich have l-ead-based paint requirerents
which nny have nore or fess stringent requirarents, the
nore stringent requirarents will prevail.

(ii) HUD restrrcnsibility. If HUD determines that a State or
local 1aw, ordinance, code or regulation provides for
Iead-based paint testing or hazard abatsrent in a nnnner
which provides a fevel of protection frcm the hazards of
Iead-based paint poisoning at least conparable to that
provided by the requirarents of this section ancl that
adherence to the requirsnents of this subpart would be
duplicative or ot-herwise cause inefficiencies, HUD ntay
nndify or waive the r:equirenents of this sectiort in such
nrernner as nray be appropriate to prcnrrte eff iciency while
ensuring such ccnparable level of pr-otection.
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(iii) Grantee responsibility. l.lothing in this section is
intended to relieve any grantee in the programs covered
by this section of any responsiJcility for ccnpliance
with State or local laws, ordinances, codes or
regulations governing lead-based paint testing or
hazard abatsnent.

(iv) Disposal- of lead-based paint debris. Lead-based paint
and defective paint debris shall be disposed of in
accordance with applicable Federal, State or local
requirarents. (See, e.9., 40 CFR Parts 260 through
27r.)

S 570.509 tlse of debaxred, sustrnrded, or ireligible crcntractors or
subrecipients.

Assistance under this part shall not be used directly or
indirectly to arploy, award contracts to, or other:wise engage the
services of, or fund any contractor or subrecipient during any period
of debanrent, suspnsion, or placarent in ineligibility status under
the pr.ovisions of 24 CFR Part 24.

S 570.510 Uniform adninistrative neqrriretents ard qcst pnirciples.

The recipient, its agencies or instnrrentalities, and
subrecipients shall ccrnply with the policies, guidelines, and
requirarents of 24 CFR Part 85 and OMB Circulars A-87, A-110, A-I22,
andA-128 (inplarented at 24 CFR ParL 44), as applicable, as they
relate to the acceptance and use of Federal funds under this part. The
applicable sections of 24 CFR Part 85 and OMB Circular A-110 are set
forth at S 570.502.

S 570.6U Conflict of intenest.

(a) Applicability.

(1) In the procurement of supplies, eguiprent, constmction, and
services by recipients, and by subrecipients (including those
specified at S 570.204(c) ), the conflict of interest
provisions in 24 CfR 85.36 and OMB Circular A-110,
respectively, shall apply.

(2) In all cases not governed by 24 CFR 85.36 and Ol4B Circular A-
110, the provisions of this section shall app1y. Such cases
include the acquisition and disposition of real property and
the provision of assistance by the recipient, l:y its
subrecipients, or to indjviduals, businesses and other
private entities under eligible activities vuhich authorize
such assistance (e.g., rehabililation, preservation, and
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other irrprovarents of private properties or facilities
pursuant to S 570.202, or grants, Ioans and other assistance
to businesses, individuals and other private entities
pursuant to S 570.203, S 570.204 or S 570.455).

(b) Conflicts prohiJcited. Except for the use of CDBG funds to pay
salaries and other r:elated adninistrative or personnel costs, the
general mle is that no persons described in paragraph (c) of this
section who exercise or have exercised any functions or
restrrcnsibilities with respect to CDBG activities assisted under
this part or who are in a position to participate in a
decisiorrnaking prrccess or gain inside infornntion with regard to
such activities, may obtain a personal or financial interest or
benefit frcrn a CDBG assisted activity, or have an interest in any
contract, subcontract or agrearent with respect thereto, or the
prrcceeds thereunder, either for thsnselves or those with uftcrn they
have family or business ties, during their tenure or for one )Ear
thereafter. For the UDAG program, the above restrictions shall
apply to all activities that are a part of the UDAG project, and
shall cover any such interest or benefit during, or at any tine
after, such person's tenure.

(c) Persons covered. The conflict of interest pr"ovisions of paragraph
(b) of this section apply to any person wtro is an arplolzee, agent,
consultant, officer, or elected official or appointed official of
the recipient, or of any designated public agencies, or
subrecipients wtrich are receiving funds under this part.

(d) Exceptions : threshold requirsnents. upon the written request of
the recipient, HUD rray grant an exception to the pr^ovisions of
paragraph (b) of this section on a case-b1z-case basis raitren it
determines that such an exception wiII serve to further the
purposes of the Act and the effective and efficient adninistration
of the recipient's program or project. An exception nny be
considered only after the recipient has provided the folloring:

(1) A disclosure of the nature of the confl-ict, acccrnpanied by an
assurance that there has been public disclosure of the
confl-ict and a description of hcxr the public disclosure was
rnade; and

(2) An opinion of the recipient's attorney that the interest for
r^fiich the exception is sought r,muld not violate State or
Iocal law.

(e) Factors to be considered for exceptions. In deterrnining whether
to grant a requested exception after the recipient has
satisfactorily net the requirarents of paragraph (d) of this
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section, HUD shall consider the cr.umrlative effect of the follonring
factors, where applicable:

(1) Whether the exception vould pr"ovide a significant cost
benefit or an essential degree of expertise to the program or
project wtrich would otherwise not be available;

(2) Wtrether an opportunity was provided for open ccnq:etitive
bidding or negotiation;

(3) Whether the person affected is a nenber of a group or class
of lcn/v or noderate incone persons intended to be the
beneficiaries of the assisted activity, and the exception
wiII perrnit such person to receive generally the sane
interests or benefits as are being made available or pr"ovided
to the group or class;

(4) !,lhrether the affected person has withdrawn frcrn his or her
functions or responsibilities, or Lhe decisionmaking process
with respect to the specific assisted activity in question;

(5) !'lhether the interest or benefit. was present before the
affected prson was in a posit.ion as descri-bed in paragraph
(b) of this section;

(6) Whether undue hardship wiff result either to the recipient or
the person affected when weighed against the public interest
served b1z avoiding the prohiJcited conflict; and

(7) Any other relevant considerations.

S 570.612 Eecutive mer 12312.

(a) Ceneral Executive Order 12372, Intergovernnental Review of
Federal Programs, and the Departrent's inplarenting regulations at
24 CFR Part 52, allo,v each State to establish its own process for
revievr and ccnnenL on proposed Federal financial assistance
programs.

(b) Applicabitity. Executive Order 12372 applies to the CDBG

Entitlsrent program and the UDAG program. The Executive Order
applies to all activities proposed to be assisted under UDAG, but
it applies to the Entitlsrent program only where a grantee
proposes to use funds for the planning or construction
(reconstmction or installation) of water or se\^er facilities.
Such facilities include storm ss^rers as rnlell as al-l sanitary
ss^iers, but do not inc1ude water and ss'er l-ines connecting a
structure to the l-ines in the pubJ-ic right-of-way or eassrent. It
is the restrrcnsibitity of the grantee to initiate the Executive
Order revisr process if it proposes to use its CDBG or UDAG funds
for activities subject to review.
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Subpart U -- Loan Grarantees.

Eligi-ble applicants.
Eligible activities.
Appl ication requirarents .

Ioan requirsrents.
Federal guarantee.
Applicability of rules and regulations.
Sanctions.

Sunpat I{ -- Loan Grarantees.

S 570.700 Eligible atrplicants.

(a) units of general locar goverrnrent entitred to receive a grant
under section 106(b) of the Act (net::oporitan cities and urban
counties) ntay appry for roan guarantee assistance under this
subpart.

(b) Pubric agencies nny be desigrrated by erigible units of general
rrcar goverrnent to receive a loan guarantee on notes or other
obligations issued by the public agency in accordance with this
subpart.. In such case the applicant unit of general local
goverrrrEnt shalr be reguired to predge its current and future
grants under the Act as security for the notes or other
obligations issued by the public agency.

S 570.701 Eligible activities.

Loan guarantee assistance under this subpa.rt nray be used for the
follov,ring activities undertaken by the unit of general local goverrnent
or its desigrnated public agency provided such activities neet the
requirsrents of S 5/0.200. Hcxnever, guaranteed loan funds ntay not be
used to rejmburse the program account or letter of credit for costs
incurred by the unit of general local governrent or designated public
agency and paid with other CDBG funds.

(a) Acc$isition of inproved or unirrproved rear property in fee or blr
long-term lease, including acquisition for econcrnic developrent
purposes.

(b) Rehabilitation of rear property cnsned or acguired by the unit of
general local goverrrrent or its designated public agency.
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(c)

(d)

(e)

(f)

(q)

(h)

(i)

(i)

(k)

Paynent of interest on obligations gUaranteed under this subpa.rt.

Relocation paylrents and assistance for individuals, families,
businessesr- nonprofit organizations and farm operations displaced
as a result of activities financed with loan guarantee
assistance.

Clearance, donclition and rsncval, including npvsllent of
stmctures to other sites, of buildings and inpr:ovatents on real
properLy acquired or rehabilitated pursuant to palagraphs (a) and
(b) of this section.

site preparation, including construction, reconstruction, or
installation of public inpr"ovarents, utilities, or facilities
(other than buila:-ngs) related to the redevelogrent or use of the
ieal p:operty acquired or rehabilitated pr:rsuant to paragraphs (a)
and (b) of this section.

Palzlrent of issuance, unde::rriting, servicing, and other costs
asiociated with private sector financing of notes or other
obligations gua-ranteed under this subpart.

Housing rehabilitation eligi-lole under S 570 .202 -

Activities eligible under S 570.203.

Ccnnmnity econcrnic develogrent projects eligible under S 570.204'

Acquisition, construction, reconstmction, rehabilitation, or
indtallation of public facilities (except for buildings for the
general conduct of goverrmrent), site inprovarents, and utilities,
for an econcrnic developrent purpose.

S 570.702 ltSplication requircrents.

(a) Presutxnission reguirsrents.

(1)

(2)

prior to sutxnission of an application for foan quarantee
assistance to HUD, the applicant nmst ccnply with the
presutrnission requirsrents specified in S 570.301 with
iespect to the activities proposed for loan guarantee
assistance.

If an application for loan guarantee assistance is
sinmltaneous with the appticant's sutrnission for its
entitlsrent grant, the applicant nny use the statsrent of
connmnity developrent objectives and projected use of funds
prepared-for its annual grant pursuant to S 570'30I by
inciuding and identifying the activities to be undertaken
with the qruaranteed loan funds.
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(b) Suhnission reguirerents. An application for loan guarantee
assistance shall be sutrnitted to the apprcpriate HUD field of fice
and shall consist of the follcnvirg:

(1) A coEl of the applicant's final statsrent of ccrmmnity
develotrrrent objectives and pr:ojected use of guaranteed loan
funds.

(2) A description of hcxnr each of the activities to be carried out
with the guaranteed loan funds neets one of the criteria in
s s70.208.

(3) A schedute for repalznent of the loan rn*rich identifies the
sources of repaytrent.

(4) A certification providing assurance that the applicant
possesses legat authority to make the pledge of grants
required under S 570.703(b)(2).

(s) A certification providing assu-rance that the applicant has
made efforLs to obtain financing for activities described in
the application without the use of the loan guarantee, the
applicant will rnaintain doctrrentation of such efforts for the
term of the loan guarantee, and the applicant cannot ccnpJ-ete
such firnncing consistent with the tinely execution of the
program plans without such guarantee.

(6) . Certifications required pursuant to S 570.303. For the
purposes of this requirarent, the terms "grant" and "CDBG" in
such certifications shall also nean guaranteed loan.

(c) Econcrnic feasibility and financial risk. The Secretary will nnke
no deterrnination with respect to the econcrnic feasibility of
projects proposed to be funded with the proceeds of guaranteed
loans; such determination is the responsibility of the applicant.
In deternining wtrether a loan guarantee constitutes an acceptable
financial risk, the Secretarlz will consider the applicant's
current and future entitlsrent block qrants as the prirnary source
of loan repaynent. Approval of a loan gmarantee under this
subpart is not to be constmed, in any way, as indicating that HUD

has agreed to the feasilcility of a project be1rcnd recognition that
pledged grant funds should be sufficient to retire the debt.

(d) HUD revier^/ and approva I of applications

(1) HUD wi]l normally accept the grantee's certifications. The
Secretarlz reserves the right, hcxnever, to consider relevant
inforrnation wtrich challenges the certifications and to
require additional inforrnation or assurances frcrn the grantee
as warranted Lry such infornntion.
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(2) The field office shall revierar the application for ccrq>Iiance
with requirsrents specified in ttr-is subpart and for:ward the
application together with its reccnnendation for app:roval or
disapproval of the requested loan guarantee to HUD

Fleadquarters.

(3) The Secretarlr rnay disappnove an application, or may approve
loan guarantee assistance for an anrcr:nt less than requested,
for any of the follo,tring reasons:

(i) The Sec:ietarlr determines that the gnrarantee constitutes
an unacceptable financial risk. Factors that will be
considered in assessing financial risk shall include,
but not be timited to, the following:

(A) The lengrth of the p:oposed r^epalrrent period;

(B) The ratio of expected annual debt service
requi::arents to expected annual grant anrcunt;

(C) The applicant's status as a netrcpolitan city or
urban county during the proposed retrnlrrent period;
and

(D) The applicant's ability to furnish adequate
security pursuant to S 570.703(b).

(ii) The guarantee requested exceeds the raxinn:rn loan anount
specified under S 570.703(a).

(iii) F\rnds are not available in the amcunt requested.

(iv) The applicant's performance does not neet the standards
prescribed in Subpart O.

(v) Activities to be undertaken with the guaranteed loan
funds are not listed as eligiJrle under S 570.70I(a)
through (k).

(vi) Activities to be undertaken with the guaranteed loan
funds do not neet the criteria in S 570'208 for
ccnpliance with one of the national objectives of the
Act.

(4) The Secretary wiII notify the applicant in writing that the
Ioan guarantee request has either been app::oved, reduced or
disappr.oved. If the request is reduced or disapproved, the
applicant shall be inforned of the specific reasons for
reduction or disapproval. If the nequest is approved, the
Secretarlr shall issue an offer of ccnmitrent to guarantee
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obligations of the applicant or the desigrnated public agency
subject to such conditions as the Secretarlr may prescribe,
including the conditions for release of funds described in
paragraph (e) of this section.

(5) Anen&rents to the loan guarantee shall ccrply with the
requirarents of S 570.305. If the applicant wishes to carrlr
out an activity not previously described in its final
statsnent or to substantially change the purpose, scope,
location or beneficiaries of an activity, the anendnent rnust
be approved by the Secretarlr.

(e) Envirorrrental revies. The applicant shall ccnply with HUD

envirormentaf revia,v procedures (24 CFR Part 58 ) for the release
of funds for each project carried out with loan guarantee
assistance. These procedr:res set forth the regulations, trrcIicies,
responsibilities and procedures governing the carqring out of
environnental revisd responsibilities of applicants.

(f ) The applicant (or the designated public agenry) shaIl ccrnply with
relocation, displacsrent and acquisition requirerents in
connection with activities financed in wtrole or irr part with a
Ioan guarantee under this subparL that are identical to the
acquisition and relocation requirarents of the Uniform Rel-ocation
Assistance and ReaI Property Acquisition Policies Act of 1970 as
described at S 570.606(a) and HUD inplenrenting regulations aL 24
CFR Part 42; Lhe requironents in S 570.606(b) governing the
residential antidisplaconent and relocation assistance plan under
section 104(d) of the Act; the relocation requirorents of
S 570.606(c) governing displacsnent subject to section 104(k) of
the Act; and the relocation requirorents of S 570.606(d) governing
optional rel-ocation assistance under section 105(a)(11) of the
Act.

S 570.703 Loan reqt-lirsrents

(a) Maxinum loan anount No guarantee or ccnrnitrnent to guarantee
shall be nrade with respect to any note or other obligation if the
total outstanding notes or obligations guaranteed under this
subpart on behalf of the applicant and each public agenry duly
designated by the applicant wou1d thereby exceed an anrclrnt equal
to three tinres the anpunt of the entitlenent grant nnde pursuant
to S 570.304 to the applicant.

(b) Sggu4ly reWlIgE$S_. Ttl assure the repraynent of notes or other
obligations and charges incurred under this subpart and as a
condition for receiving loan guarantee assistatrce, the applicant
(or the applicant and designated public agency, wltere appropriate)
shall:
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(1) Enter into a contract with HUD, in a form acceptable to the
Secretarlr, for repalznent of notes or other obligations
guaranteed hereunder;

(2) Pledge all grants nnde or for raitrich the applicant may beccne
eligible under this part; and

(3) F\rrnish, at the discretion of the Secretarlr, such other
security as may be desred appnopriate by the Secretarlr in
rnaking such guarantees, including incrsrents in local tax
receipts generated b,y the activities assisted under this part
or disposition proceeds fncrn the sale of land or
rehabilitated p::operty.

(c) Use of qrants for loan repaFent. Notwithstanding any other
pnovision of this part:

(1) Entitlsrent grants (including program inccne derived
therefrcrn) are authorized for use in the palznent of princitrnl
and interest due (including such servicing, undernrriting, or
other costs as IIEIy be authorized by the Secretary) on the
notes or other obligations guaranteed pursuant to this
subpart.

(2) The Secretary may apply grants pledged pursuant to paragraph
(b) (2) of this section to any arnrunts due under the note or
other obligation guaranteed pursuant to this subpart, or to
the pr:rchase of such obligation, in accordance with the terms
of the contract required bry paragraph (b)(I) of this
section.

(d) Debt obliqations. l.lotes or other obligations guaranteed under
this subpart shall be in the form and dencrninations prescribed by
the Secretary. Such notes or other obligations rnay be issued and
sold only under such terms and conditions as IIEIy be prescriH bry

the Secretary.

(e) Taxable obligations. Interest earned on obligations gUaranteed
under this subpart shall be subject to Federal taxation as
provided in section 108(j) of the Act. A11 applicants or
designated public agencies issuing guaranteed obligations nmst
bear the full cost of interest.

(f)

Issuance underwri and other costs. Each
ic agency issuing guaranteed

Loan repavnent period. As a general rule, the repaynent period
@ under this subpart shall be limited to six
1rears. Hcxnrcver, a longer repaynent period nay be permitted in
special cases rnfiere it is desred necessary to achieve the purlrcses
of this part.

SETV(q)
ant or its des
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obligations nmst pay the issuance, underr'rriting, senricing, and
other costs associated with the private sector financing of the
gmaranteed obligations. Such costs are payable out of the
proceeds fr.crn the sale of the guaranteed obligations.

S 570.704 fEderal guarantee.

The full faith and credit of the United States is pledged to the
paylrent of all guarantees nade under this subpart. Arry such guarantee
made b1z the Secretary shall be conclusive evidence of the eligibility
of the obligations for such guarantee with respect to principal and
interest, and the validity of such guarantee so made shall be
incontestable in the hands of a holder of the gnraranteed obligations.

S 570.705 SpplicabiliQr of mles ard reErlations.

The p:rcvisions of Subparts A, C, D, J, K and O applicable to
Entitlsrent gnants shal-I apply to Ioan funds gnraranteed under this
subpart, except to the exLent they are specifically modified or
augrrented by the provisions of this subpart.

S 570.705 Sarstions.

The perfonrErnce revieur procedures described in Subpart O for
entitlqrent recipients apply to this subpart. Perforrnance deficiencies
in the use of loans guaranteed under this subpart or violations of the
contract entered into pr:rsuant to S 570.703(b)(1) nny result in the
inposition of a sanction authorized pursuant to S 570.900(b)(7) against
the pledged entitlsrent. grants. In addition, upon a finding by the
Secretarlz that the recipient has failed to ccrq>ly substantially with
any provision of the Act with respect to either the pledged entitlsrent
grants or the guaranteed loan funds, the Secretary nny take action
against the pledged grants as provided in S 570.913 and/or may take
action as provided in the contract.

t4-7 5/8e



Sec.
570.900
570.901

StparU O -- Fenfonnrce Revisrs

570.902

Ceneral.
Review for conpliance with the prirnarlr and national
objectives and other program requirarents.
Revier,r to determine if CDBG funded activities are beirrg
carried out in a tinely manner.
Reviernr to detennine if the housing assistance plan (HAp)
is being carried out in a tinely rnanner.
Equal @portunity and Fair Housing r"evieo criteria.
Revis^r of continuing capacity to carrfr out CDBG fr:nded
activities in a tirely flEnner.
Review of urban counties.

- 570.909 Reserved.
Corrective and rgredial actions.
Reduction, withdrawal, or adjustnent of a grant or other
apprrcpriate action.
llcndiscrimination ccnpliance.
Other ::sredies for nonccrq>liance.

570.903

570. 904
570.90s

570.906
570.907
570.910
570.911

57
57

L2
13

0.9
0.9

SutparU O -- Perfoumrne Reviqls

S 570.900 Gerenal.

(a) Perforrnance revisp authorities .

(1) Entitlsrent and HUD-adninistered $raII Cities perfor:nance
revierm. Section 104(e)(1) of the Act requires that the
Secretary shall, at least on an annual basis, rnake such
reviews and audits as may be necessarlr or appropriate to
determine wtrether the recipient has carried out its
activities, and rnitrere applicable, its housing assistance plan
in a tfuely manner, wtether the recipient has carried out
those activities and its cert.ifications in accordance with
the requirsrents and the prinnry objectives of the Act and
with other applicable l-aws, and wtrether the recipient has a
continuing capacity to carrlz out those activities in a tinely
manner.

(2) Urban Deyeloprent Action Grant (UDAG) perfornnnce reviews.
Section 119(q) of the Act requires the Secr.etary, at least
on an annual basis, to rnake such revieurs and audits of
recipients of Urban Developrent Action Grants as necessary to
determine whether the recipient's progress in carrying out
the appr"oved activities is substantially in accordance with
the recipient's approved plans and tinetables.
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(b) Perforrnance reviss procedures. This pa.ragraph describes the
revi*r procedures the Departnrent will use in conducting the
perforrnance reviqnrs required b1z sections 104(e) and 119(9) of the
Act:

(1) The DeparLnent will deterrnine the perfol:nElnce of each
entitlsrent and HUD-adninistered srnall cities recipient in
accordance with section 104(e1(1) of the Act b1r revier,ving for
ccnpliance with the requirsrents described in S 570.901 and
hry applying the perforrnance criteria described in SS 570.902
and 570.903 relative to carrlring out activities and, where
applicable, the housing assistance plan in a tjnely nnnner.
The review criteria in S 570.904 wiII be used to assist in
deterrnining if the recipient's program is being carried out
in ccnpliance with civil rights requirarents.

(2) The DeparLnent will revievv UDAG pr^ojects and activities to
detennine vfiether such projects and activities are being
carried out substantially in accordance with the recipient's
appr.oved plans and schedules. The Departnent will- also
revior to deterrnine if the recipient has carried out its UDAG

program in accordance with aII other requirorents of the
Grant Agreenrent and with all applicable requirarents of this
part..

In conducting perfollnance revisrs, HUD will prinrarily rely on
information obtained frcrn the recipient's perfor:nance retrrcrt,
records rnaintained, findings frcrn on-site npnitoring, audit
reporLs, and the status of the letter of credit. Whrere

applicable, the Departnent may also consider relevant
inforrnation pertaining to a recipient's perfonTrlnce gained
frcrn other sources, including litigation, citizen ccnrnents
and other infornration provided by the recipient. A
recipient's failure to nraintain records in the prescri-bed
manner nny result in a finding that the recipient has failed
to nreet the applicable requirarent to which the record
pertains.

(3)

(4) If 'UD determines that a recipient has not net a civil rights
revisnr criterion in S 570 .904, ttre recipient will be provided
an op-portunity to dsrpnstrate that it has nonetlreless net the
applicable civil rights requiranent.

(5) If HUD finds that a r-ecipient has failed to ccrnply with a
program requirertent or has failed to neet a perfornElllce
cr:iter:ion in S 570.902 or S 570.903, the recipient will be
provicleJ att oplrcrLr.rnity to cotttest the fincling.

(6) If Llre recipient is utrsuccessful itr contesting the validity
of a f incling of nonccnpliance or a finding that tlre recipient
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has failed to carrlz out its activities or its housing
assistance pJ-an in a tinely nnnner, HUD may require the
recipient to undertake appropriate corrective or rsredial
actions as specified in S 570.910. HUD will underbake the
continuing capacity revierr required by S SZO.905 prior to
selecting the corrective or ranedial actions.

(i) If the recipient fails to undertake appropriate corrective or
rsredial actions r^fiich resolve the deficienry to the
satisfaction of the Secretarlz, the Secretary may inpose a
sanction pursuant to SS 570.911 | 570.9I2, or 570.913, as
applicable.

S 570.901 Rerri*r for ctnpliance with the prirlEry ard natiornl
obJecLives ard otten pqtram requirslents.

HUD wiII revisnr each entitlsrent and HUD-adninistered small cities
recipient's program to determine if the recipient has carried out. its
activities and certificat.ions in ccnpliance with:

(a) The requirsrent described at S 570.200(a) (3) that, consistent with
the prirnarlr objective of the Act, not less than 60 percent of the
aggregate anount of CDBG funds received by the recipient shall be
used over the period specified in its certification for activities
that benefit lcx,,r and nrcderate inccne Prsons;

(b) The requirsrent descr:ibed at S 570.200(a)(2) that each CDBG

assisted activity neets the criteria for one or rncre of the
national objectives descri-bed at S 570 .2081

(c) A-l-1 other activity eJ-igi-bility requirarents defined in Subpart C

of this part;

(d) For entitlsrent grants on1y, the presuLrnission requirarents at
S 570.301, the alrendnent requiranents at S 570.305 and the
displacarent po1iry requirarents at S 570.606;

(e) For HUD-adninistered srnall cities grants only, the citizen
participation reguirsnents at. S 570.43I, the anendrent
requirarents at S 570.434 and the displacgrent policy requirarents
of s 570.606;

(f)

(g)

The grant ackninistration requiranents described in Subpart J;

Other applicable laws and program requirarents described in
Subpart K; and
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(h) Where applicable, the reguirsrents pertaining to loan guarantees
(Subpart M) and urban rensp:al ccrq>Ietions (Subpart. N).

S 570.902 Reviq,r to deter:nine if CDre furded activities are being
carmied out in a tirely IIErr[eE.

HUD will reviel.r the perfonn rnce of each entitlsrent and HUD-
adninistered srnall cities recipient to deterrnine wtrether each recipient
is carrlring out its CDBG assisted activities in a tirely nElnner.

(a) Entitlsrent recipients.

(1) Before the funding of the next annual grant and absent
substantial evidence to the contrarlz, the Departnent will
consider an entitlsrent recipient to be carrlring out its CDBG

activities in a tirrety flEnner if, 60 days prior to the end of
its current program year:

(i) The anrcunt of entitlsrent grant funds available to the
recipient under grant agrearents but undisbursed by the
U.S. Tteasurlr is l-ess than 1.5 tines the entitlsrent
grant anpunt for its current program year; and,

(ii) In cases wtpre the recipient has received at least tt'ro
consecutive entitlsrent grants, the arnount of
entitlsrent grant funds disbursed by the U.S. Tteasurlr
to the recipient during the previous twefve nr:nth period
is equal to or greater than one-half of the entitlsrent
grant arncr.mt for its current program year.

(2) Where it is knoum that a recipient has an unusually large
anrcunt of program inccne funds on hand (relative to the grant
alrount), HUD may deterrnine that the anr:unt of such funds is
sufficient to override the conclusion that would otherwise be
made based solely on the criteria in paragraph (1) above.

(3) HUD rnay also revisd an entitlsnent recipient's progress at
other tines during the year to determine whether the
recipient's rate of fund expenditure is likely to fall
outside of the criteria in subparagraph (i), in which case
the Departnent will notify the recipient of a trrctentia}
problan with the lack of tjrreliness in carrying out its
activities.

(b) HllD-adninistered Snrall Cities proqram. The Departnent will,
absent substantial evidence to the conLrary, cons i cler that a HIID-
adninistered srnall cities recipient is carrying out its CDBG

funded activities in a tinely manner if the schedule for carrying
out its activities as contained in the approved application, or
subsequent anenctrent, is being substantially net.
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S 570.903 Revisr to deteunire if the trcnrsing assistarce plan (I[AP) is
befuq canied out in a tinely rrEnner.

(a) HUD will revis,v an entitlqtent grant recipient's IIAP perfornrance
prior to HUD's approval of each succeeding lear's HAP and prior to
acceptance of a grant recipient's IIAP certification in order to
deterrnine rnftether the recipient is achj-eving its specific HAP
goals in a tjnely manner.

(b) Absent substantial evidence to the contraq/, HUD will consider
that an entitlsrent recipient is carrlzing out its tlAP in
a tinely marrler if at the end of each of the first trao 1rears
governed hy the FIAP, the ::ecipient has substantially net each
annual goal for that 1ear, and if at the end of the third year of
the period governed by the HAP, a recipient has substantially net
its three lear goals. For the three 1rear period, this standard
also requires that the p:rovision of rental subsidies has been nade
in reasonable proportion to the goal for each household type as
identified in the HAP.

(c) For a recipient rartpse HAP perfonnance does not fall within the
criteria in paragraph (b) of this section, a reviss shall be
conducted wtrich consj-ders the extent to wtrich the recipient nnde
use of housing assistance resources that rryere available to neet
the applicable HAP goals. Wher:e such consideration of the use of
available resources results in a determination that the recipient
has taken all reasonable actions to use available resou:res and
has not in@ed the provision of housing assistance which would
have been consistent with the IIAP goals, HUD nny also consider,
under such cir"curnstances, that a recipient has carried out its HAP
in a tinely manner.

(d) In neasuring progress in achieving one-year goals, HUD will
consider the extent to which the recipient has nrade or received
firm financial ccnmitnents which have not subsequently been
canceled for specific pr.ojects, households or units identified in
the IIAP b1r household and tenure type within a tr,vrc lzear period.
Progress in achieving the three-year goal will consider the
mcvsrent of firm financial ccnrnitnents to start of rehabilitation
or construction, or in the case of the Section B Housing
Assistance Paynent Program--Existing Housing (24 CfR Part BB2)
certificates or vouchers under section B(o) of the United States
Housing Act of 1937 to occupancy, within a reasonable period of
tine. Such reasonable period of tine nray be within the three-year
period covered bry the applicable three-1rear goals , ox r for f irm
financial ccnmitnents received late in the three-yearr period, it
ntay b a lrear or norre into the next three-1rear c1rcIe.
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(e) If HUD determines that an entitlsrent grant recipient has not ret
the criteria outlined in paragraph (b) or (c) of this section, the
recipient will be notified and provided a reasonable opportunity
to dsrxrnstrate to the satisfaction of the Secretarlr that the
recipient has carried out its IIAP in a tine]y marurer considering
aII relevant circunstances and the recipient's actions and lack of
actions affecting the provision of housing assistance within its
jurisdiction. Failure to so denonstrate will be cause for HUD to
find that the recipient has failed to carrlr out its tlAP in a
tinely memner. The reslnnse by the recj-pient should describe:

(1) The factors wtrich prevented it frcrn neeting those HAP goals
it failed to neet; and

(2) The actions wtrich were taken to facilitate achieving its tlAP
goals, including the following wtere applicable:

(i) The rsnrval of irr@inents under local ordinances and
land use requirerents to the developrent of assisted
housing;

(ii) The forrnation of a local housing authority or execution
of an agrearent with a housing authority having pcn^,ers

to provide assisted housing within the jurisdiction of
the recipient, wten necessarlr to carry out the FIAP;

(iii) The provision of sites, -irrprovarents to sites, and/or
extensions of utilities to sites for assisted housing
neur constmction, provided that such sites neet the
applicable HUD site and neighborhood standards;

(iv) Establishnent of a housing rehabilitation progran or
increased use of an existing one where substantial need
for rehabilitation is evident; and

(v) Cooperation with a local housing authority or other
proper achninistrative body to facilitate operation of
the Section B Housing Assistance Paynent Progrant-
Existing Housing (or a ccnparable rental assistance
pL-ogram) through such neans as landLord infornration
programs and identification of available rental unit
inventories.

s 5?0.904 EqLraI qpportunity ard Fair Idousing Revien Giteria.

(a) Qe"egl.

(1) Where t_he criteria in this sec--t-iort are net, the ttepnrtlenL
will pr:esune thaL the recipient has carri.ecl out its CDBG-

furuled progrant in accordatrce with civil riglrts certificaLions
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and civil rights requirorents of the Act relating to equal
erplolznent oplrcrtunity, equal optrrcrtunity in services,
benefits and pa.rticipation, and is affi::natively furthering
fair housing unless:

(i) There is evidence wtrich shors, or frcrn wtrich it is
reasonable to infer, that the recipient, nr:tivated by
considerations of race, color, religion v*ere
applicable, sex, national origin, age or handicap, has
treated some persons less favorably than others, or

(ii) There is evidence that a trrcliry, practice, standard or
nethod of adninistration, although neutral on its face,
operates to deny or affect adversely in a significantly
disparate way the provision of anploylrent or services,
benefits or participation to persons of a particular
race, color, religion wtere applicable, sex, national
origin, age or handicap, or fair housing to persons of a
parLicular race, color, religion, sex, or national
origin, or

(iii) Vlhere the Secretaqz required a further assurance
pursuant to S 570.304 in order to accept the
recipient's prior civil rights certification, the
recipient has failed to reet aryz such assurance.

(2) In such instances, or where the revis,'r criteria in this
section are not net, the recipient wiII be afforded an
opportunity to present evidence that it has not failed to
carry out the civil rights certifications and fair housing
requiranents of the Act. The Secretary's determination of
whether there has been ccnpliance with the applicable
requirarents will be nade based on a review of the
recipient's perforrnance, evidence sutrnitted by the recipient,
and all other available evidence. The Departnent nay also
initiate separate ccnpJ-iance reviews under Title VI of the
Civil Rights Act of 1964 or section 109 of the Act.

(b) Revis^/ for egual opportunity. Section 570.601(a) sets forLh the
general requirarents for Titl-e VI of the Civil Rights Act of 1964
and S 570.602 sets forth the general requirarents for section 109
of the Act. Tt-rgether these provisions prohibit discrimination in
any program or activity funded in whole or in part with funds nnde
available under this part.

(1) Revisrs for equal srqcloynent opportunity. The Departnrent will
presune that a recipient's hiring and orploynent pract-ices
have been carried out in ccrrpliance with iLs equal
opprortunity certifications and reguirsrents of tile Act. This
presunrption rTEly be rebutted where, basecl on t-he tot-al it-y of
circumstances, there has been a deprivaLion of arployrenl,
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prcnotion, or training opportunities b1r a recipient to any

fu.so., within the neaning of section 109. The extent to
urfri.f, prsons of a pa.rticular race, gender, or ethnic
backgrcund are represented in the workforce nny in certain
circ,instances be considered, together with ccnq>laints,
performance reviews, and other infornation'

(2) Revisv of rN SETVICES benefits and
participation The Departnent will presule a rec rS

carrlring out i ts programs and activities in accordance with
the civil rights certifications and requirsrents of the Act.
This presunption rnay be rebutted where, based on the totality
of cim-unstances, there has been a dePrivation of services,
benefits, or ParticiPat ion in any pr"ogram or activity funded
in whole or in Part with block grant funds b1r a recipient to
any person within the reaning of section 109. The extent to
wtrich persons of a Particular race, gender, or ethnic
background particiPate in a pr.ogram or activity rnaY in
certain circtrnstances be cons idered, together with
ccnplaints, perfornance reviess, and other information'

(c) Fair housinq revig,v criteria. Section 570.601(b) sets forth the
general requirenents for Title VIII of the Civil Rights Act of
1968 and the grantee 's certification that it will affirrnatively
furLher fair housing. In revis,ving a recipient's actions in
carryrng out its housing and ccnnmnitY developrrent activities -r-n a

nanner to affirnntively further fair hous ing in the Private and

public housing sectors, absent indePendent evidence to the
contrary, the Departrent will consider that a recipient has taken
such actions in accordance with its certification if the recipient
neets the follorping revionr criteria:

(1) The recipient has conducted an analysis to deterrnine the
fu*6ine;ts to fair housing choice in.its.housing and

ccnnmnity developrent program and activities. The term
''fairhousingchoice'.meanstheabilityofpersons
regardles" oi .."", coJ-or, religion, ?elf or national origin'
of similar inccrne levels to have available to thsn the sane

housing choices. This anal-ysis shall include a revi*r for
ln@irnents to fair housing choice in the follcxrring areas:

(i) The sale or rental of clrnaellings;

(ii) The provision of housing brokerage services;

(iii) The provision of financing assistance for ctaellings;

(iv)Prrblicpoliciesandactionsaffectingtheapprovalof
sites u;rd oth"r building requiranents used in the
approval process for the constmction of publicly
assisted housing;
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(v) The adninistrative policies concerning ccnnmnity
deveJ-oprent and housing activities, such as urban
hcnesteading, mrltifamily rehabilitation, and activit.ies
causing displacerent, wtrich affect opportunities of
minority households to select housing inside or outside
areas of rninority concentration; and

(vi) lihere there is a deterrnination of unlawful segregation
or other housing discrimination b1z a court or a finding
of nonccnq>liance by filJD regarding assisted housing
within a recipient's jurisdiction, an analysis of the
actions wtrich could be taken by the recipient to help
reredy the discriminatory condition, including actions
involving the expenditure of funds rnade available under
this part.

(2) Based upon the conclusions of the analysis in (1) above, the
recipient has taken lawful steps, consistent with this part,
relating to housing and ccnnn-rnity develotrxnent to overccne the
effects of conditions that }imit fair housing choice within
the recipient's jurisdiction. Such actions IIEIy include:

(i) Enactnent and enforcsrent of an ordinance providing for
fair housing consistent with the federal fair housing
Iaw;

(ii) Support of the adninistration and enforcsrent of state
fair housing laws providing for fair housing consistent
with the federal fair housing J-aw;

(iii) Participation in voluntary partnerships develo@ with
public and private organizations to prcnxrte the
achievqrent of the goal of fair housing choice
(including inplarentation of a locally-develo@ and
HUD-approved ltror Horizons conqprehensive fair housing
plan);

(iv) Contracting with private organizations, including
private fair housing organizations, where such suptrrcrt
will bring about actions consistent with titles VI and
VIII, to address the inpedinents identified in the
analysis descri-bed in (c)(1) of this section;

(v) Activities which assist in reredying findings or
determinations of unlawful segregation or other
discrimination involving assisted housing within the
recipient' s jurisdiction.

(vi) Other actions consistent with l-aw determined to be
appropriate based upon the conclusions of the analysis.
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(d) Actions to use minority and wcnen's business firms. The
Departnrent wiII revisrr a recipient's perforlElnce to deterrnine if
it has adninistered its activities funded with assistance under
this part in a rnanner to encourage use of minority and womenis
business enterprises descriJced in Executive Orders 11625, 12432
and 12138, and 24 CFR 85.36(e). In nnking this reviar, the
Departnent will determine if the grantee has taken actions
required under S 85.36(e) of this chapter, and will revisnr the
effectiveness of those actions in acccnplishing the objectives of
S 85.36(e) of this chapter and the Executive Orders. I\kl recipient
is reguired by this part to attain or rnaintain any particular
statistical level of participation in its contracting activities
b1r race, ethnicity, or gender of the contractor's cnpners or
flEmagers.

S 570.905 Reviq^r of continuing catrncity to carry out CDE furded
activities in a tirely tmnrer.

If HUD determines that the recipient has not carried out its CDBG

activities and certifications in accordance with the requirgrents and
criteria descrijced in SS 570.901 or 570.902, HUD will undertake a
furLher reviqp to determine whether or not the recipient has the
continuing capacity to carrlr out its activities in a tinely manner. In
nnking tlre determination, the Departrent will consider the nature and
extent of the recipient's perfornance deficiencies, t14les of corrective
actions the recipient has underLaken and the success or likely success
of such actions.

S 570.906 Revietr of urban counties.

In revis'ring the performance of an urban county, HUD will hold the
county accountable for the actions or fail-ures to act of any of the
units of general local goverrllent participating in the urban county.
Where the Departnrent finds that a participating unit of governnent has
failed to cooperate with the county to undertake or assist in
underLaking an essential ccnrmrnity developnent or assisted housing
activity and that such failure resufts, or is likely to result, in a
failure of the urban county to neet any requirqnent of the program or
other applicable laws, the Departnent rnay prohibit the county's use of
funds macle available under this part for that unit of governnenL. HUD

will also consider any such failure to cooperate in its review of a
future cooperation agreernent between the county and such included unit
of govennnent described at S 570.307(b)(2).
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ss 570.907 - 570.909 RESER\,ED

S 5?0.910 Correctirre ard rqedial actions.

(a) Ceneral Consistent with the procedures described in
S 570.900(b), the Secretary rnay take one or nrcre of the actions
described in paragrraph (b) of this section. Such actions shall be
desigined to prevent a continuation of the perforrnance deficienry;
rnitigate, to the extent possJJcle, the adverse effects or
consequences of the deficienry; and prevent a recurrence of the
deficienry.

(b) Actions authorized. The follcrving }ists the actions that HUD rnay
take in response to a deficienry identified during the revis,v of a
recipient' s performance :

(1) Issue a letter of warning advising the recipient of the
deficienry and putting the recipient on notice that
additional action will be taken if the deficienry is not
corrected or is repeated;

(2) Reccnnend, or request the recipient to suhnit, prolrcsals for
corrective actions, including the correction or rerncval of
the causes of the def icienry, through such actions as:

(i) Preparing and follovsing a schedule of actions for
carrying out the af fected CDBG activities, consisting of
schedules, tilretabfes and milestones necessarlz to
inplanent the affected CDBG activities;

(ii) Establishing and follcxring a rnanagarent plan which
assigns restrrcnsibilities for carrying out the actions
identified in paragraph (b)(2)(i) of this section;

(iii) For entitlsrent recipients, canceling or revising
affected activities which are no longer feasible to
inplarent due to the deficiency and reprograrruning funds
frcrn such affected activities to other eligible
activities (pursuant to the citizen part.icipation
requirarents in Subpart D); or

(iv) Other actions which will serve to prevent a continuation
of the deficienry, mitigate (to the extent possible) the
adverse effects or consequences of the deficiency, and
prevent a recurrence of the deficiency;

(3) Advise the recipient t-hat a certjfication will no longer be
acceptable and that additional assurances will be rerquirexi;
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(4) Advise the recipient to suspend disburssrent of funds for the
deficient activity;

(5) Advise the recipient to reimburse its program account or
fetter of credit in any amrunts inproperly expended and
reprogram the use of the fr:nds in accordance with applicable
requirarents;

(6 ) Change the nethod of palznent to the recipient fr:crn a letter
of credit basis to a reimburssrent basis;

(i) In the case of claims payable to HUD or the U.S. TYeasurY,
institute collection procedures pursuant to Subpart B of
24 CFR Part. 17; and

(8) In the case of an entitlsrent recipient, condition the use of
funds frcrn a succeeding fiscal 1rear's allocation upon
appropriate corrective action by the recipient pursuant to
S 570.304(d). The failure of the recipient to undertake the
actions specified in the condition rnay result in a reduction,
pursuant to S 570.911, of the entitlsrent recipient's annual
grant blf up to the anrcunt conditionally granted.

S 570.9U Redrrction, withdraval, or adjustrlent of a grant or other
atr4xotrxiate action.

(a) Opportunitv for an infornnl consultation. Prior to a reduction,
withdrawal, or adjustnent of a gEant or other appropriate action,
taken pursuant to paragraph (b), (c), or (d) below, the recipient
shall be notified of such protrrcsed action and given an opportunity
within a prescriH tine period for an inforrnal consultation.

(b) Entitlsrent grants. Consistent with the procedures descri-bed in
S 570.900(b), the Secretarlr rny nake a reduction in the
entitlsrent grant anpunt either for the succeeding program )rear
orr if the grant had been conditioned, up to the arncunt that had
been conditioned. The anpunt of the reduct.ion shall be based on
the severity of the deficienry and nny be for the entire grant
arnount.

(c) HlD-adninistered snnll cities ants Consistent with the
the Secretary nray adjust,procedures descri-bed s57 .e00(b),

reduce or withdraw the grant or take other actions as appropriate,
except that funds alreadlr expended on eligible approved activities
shall not be recaptured or deducted frcrn future grants.

(d) Urban Develofnent Action Grants. Consistent with the procedures
descrjlced in S 570.900(b), the Secretary nny adjust, reduce or
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withdraw the grant or take other actions as appropriate, except
that funds alreadlz e><pended on eligible approved activit.ies shall
not be recaptured or deducted frcrn futr:re grants nade to the
recipient.

S 5?0.912 tlordiscrimination curpliarrce.

(a) Whenever the Secretary determines that a unit of general local
goverrrrent wtrich is a recipient of assistance under this part has
failed to ccnply with S 5'70.602, the Secretarlr shall notify the
governor of such State or chief executive officer of such unit of
general local goverrrrEnt of the nonccrq>liance and shall request
the governor or the chief executive officer to secure ccnq>1iance.
If within a reasonable period of tine, not to exceed sixty days,
the governor or chief execut.ive officer fails or refuses to secure
ccnpliance, the Secretarlr is authorized to:

(1) Refer the nntter to the Attorney Ccneral with a
reccnnendation that an appropriate civil action be
instituted;

(2) Exercise the powers and functions provided by Title VI of the
Civil Rights Act of 1964 (42 U.S.C. 2000d);

(3) Exer:cise the pcxners and functions provided for in S 570.913;
or

(4) Take such other action as may be provided b1r }aw.

(b) When a matter is referred to the Attorney Ceneral pursuant to
paragraph (a)(1) of this section, or wtenever the Secretary has
reason to befieve that a State or a unit of general local
goverrrrrlent is engaged in a pattern or practice in violation of the
provisions of S 510.602, the Attorney Ceneral nray bring a civil
action in any appropriate United States district court for such
relief as may be appropriate, including injunctive relief.

S 570.913 Other rsrcdies for norrccnpliarre.

(a) If the Secretary finds after reasonable notice and opporLunity for
hearing that a recipient has failed to ccnply substantially with
any provision of this Part, the Secretary, until he/she is
satisfied that there is no longer any such failure to ccnply,
sha]I:
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(1)

(2)

Tbrminate pa.lznents to the recipient;

Reduce paynents to the recipient hry an anpunt equal to the
arncr:nt of such palzlrents wtrich uere not e><pended in accordance
with this part.; or

Limit the availability of palzlrents to programs or activities
not affected by such failure to ccnply. Provided, hcnuever,
that the Secretarlz IIIEIy on due notice suspend palznents at any
tine after the issuance of a notice of opportunity for
hearing pursuant to paragraph (c)(1) of this section, pending
such hearing and a final decision, to the extent the
Secretarlr determines such action necessarlr to preclude the
furbher e><penditure of funds for activities affected b1r such
failu:re to ccnply.

(b)

(c)

(3)

In lieu of, or in addition to, any action authorizd bY paragrraph
(a) of this section, the Secretary rnay, if he/she has reason to
believe that a recipient has failed to ccnply substantially with
any pnovision of this Part;

(1) Refer the matter to the Attorney C;eneral- of the United States
with a reccnnendation that an appropriate civil action be
instituted; and

(2) [pon such a referral, the Attorney Cenera]- may bring a civil
action in any United States district court having venue
thereof for such relief as may be appropriate, including an
action to recover the anount of the assistance furnished
under this part r^*rich was not e><pended in accordance with it,
or for nnndatory or injunctive relief;

Proceedings. When the Secretarlr proposes to take action pursuant
to this section, the respondent is the unit of general local
goverilnent or State receiving assistance under this parL. These
procedures are to be follcxned prior to i:nposition of a sanction
described in paragraph (a) of this section:

(1) lJ,otice of opportunitv for hearinq: The Secretary shall
@nt in writing of the proposed action and
of th,r opportunity for a hearinq. The notice shall:

(i) Specify, in a rnanner which is adequate to a]lovs the
restrrcndent to prepare its response, allegations with
respect to a failure to conply substantially with a
provision of this Part;

(ii) state that the hearing prccedures are governed by these
rrles;

I
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(iii) State that a hearing IrEy b requested within 10 days
frcrn receipt of the notice and the nane, address and
telephone number of the person to ratrcrn any request for
hearing is to be addressed:

(iv) Specify the action wtrich the Secretary proposes to take
and that the authority for this action is section 111(a)
of the Act;

(v) State that if the respondent fails to request a hearing
within the tine specified a decision blr default will be
rendered against. the respondent; and

(vi) Be sent to the respondent b1z certified mail, return
rebeipt requested.

(2) Initiation of hear . The respondent shall be allcred at.
least 10 days frcrn receipt of the notice within r^ittich to
notify HUD of its reguest for a hearing. If no request is
received within the tine specified, the SecretarY nny proceed
to nake a finding on the issue of ccnpliance with this part
and to take the proposed action.

(3) AcLninistrative Law Judqe. Prrceedings conducted under these
rules shal1 be presided over b1r an AcLninistrative Law Judge
(AIJ), appointed as provided b1r section 11 of the
Adninistrative Procedures Act (5 U.S.C. 3105). The case
shall be referred to the AIJ by the Secretarlr at the tirre a
hearing is requested. The AIJ shall prcnptly notify the
trnrties of the tine and place at which the hearing wilJ, be
held. The AIJ shall conduct a fair and inparrial hearing and
take all action necessary to avoid delay in the disposition
of proceedings and to rnaintain order. The AIJ shall have aII
pcr^Ers necessary to those ends, including but not Umited to
the pcxaer to:

(i) AcLninister oaths and affirnntions;

(ii) Issue subpoenas as authorized by law;

(iii) Rule upon offers of proof and receive relevant
evidence;

(iv) Order or limit discovery prior to the hearing as the
int-erests of justice nny reguire;

(v) Regulate the course of the hearing and the conduct of
the parties and their counsel;
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(vi) HoId conferences for the settlsrent or sinplification of
the issues b1z consent of the pa.rties;

(vii) Consider and rrle upon all procedr:ra1 and other nrctions
appropriate in adjudicative proceedings; and

(viii) l,Iake and file initial deterrninations.

(4) Ex parte ccnnn:nications. An ex parte ccnnmnication is any
ccnrm:nication with an AIJ, direct or indirect, oral or
written, concerning the nerits or procedures of any pending
proceeding wtrich is made by a party in the absence of any
other parfy. Ex parte ccnnn:nications are prohibited except
where the purpose and content of the ccrrnn:nication have been
disclosed in advance or sinml-taneously to aII part.ies, or the
ccrnrn-rnication is a request for infornation concerning the
status of the case. Any AIJ wtro receives an ex parLe
ccrrrnr.rnication wtrich the AIJ lcrorars or has reason to believe is
unauthorized shall prcnptly place the ccnnmnication, or its
substance, in all files and shall furnish copies to all
parbies. Unauthorized ex parte ccnnunications shall not be
taken into consideration in decrding any nntter irt issue.

(s) The hearinq. Al-l parties shall have the right to be
represented at the hearing by counsel. The AIJ shall conduct
the proceedings in an ex@itious IlErlner wtrile alltrvuing the
parties to present all oral and written evidence which tends
to support their respective positions, but the AIJ shall
exclude irrelevant, inrnaterial or unduly repetitious
evidence. The Depa.rtnrent has tlre burden of proof in shornring
by a preponderance of the evidence that the restrrcndent failed
to ccnply substantially with a provision of this part. Each
party shall be al-Icnred to cross-examine adverse witnesses and
to rebut and ccnnent upon evidence presented hy the other
party. Hearings shall be open to the public. So far as the
orderly conduct of the hearing permits, interested persons
other than the parties IrEy appear and participate in the
hearing.

(6) TYanscripts. Hearings shall be recorded and transcri-bed only

(7)

[z a reporter under the superrision of the AIJ. The original
transcript shall be a part of the record and shall constitute
the sole official transcript. Restrrcndents and the public, at
their o\^rn expense, may obtain copies of the transcript.

The AIJ's decision. At the conclusion of the hearing, the
@ parties a reasonable opportunity to suhnit
proposed findings and conclusions and supporting reasons
therefor. Within 25 days after the conclusion of the
hearing, the ALJ shall prepare a written decision which
includes a statsrent of findings and conclusions, and the
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reasons or basis therefor, on all the nnterial issues of
fact, Iaw or discretion presented on the record and the
appropriate sanction or denial thereof. The decision shall
be based on consideration of the vitrole record or those part.s
thereof cited by a parLy and suptrrcrLed by and in accordance
with the reliable, probative, and substantial evidence. A
cotrry of the decision shall be furnished to the part.ies
innediatefy by cert.ified nnil, return receipt requested, and
shall include a notice that any requests for review by the
Secretarlr nmst be rruade in writing to the Secretarlr within 30
days of the receipt of the decision.

The record. The transcript of testfur:ny and exhiJrits,
togeEEi-wt'th the decision of the al; anA all papers and
requests filed in the proceeding, constitutes the exclusive
record for decision and, on payrnent of its reasonable cost,
shal-l be nnde available to the parties. After reaching
his/her initial decision, the AIJ shall certify to the
ccnplete record and forward the record to the Secretary.

Review by the Secretary. The decision b1,, the AIJ shall
constitute the final decision of the Secretarlr unless, within
30 days after the receipt of the decision, either the
respondent or the Assistant Secretarlz for Ccnnmnity planning
and Developrent files an exception and request for revier b1r
the Secretary. The excepting party nmst transrnit.
sinmltaneously to the Secretarlr and the other party the
request for reviev'r and the basis of the party's exceptions to
the findings of the AIJ. The other party shall be allcx^ed 30
days frcrn receipt of the exception to provide the Secretary
and the excepting party with a written rep1y. The Secretarlz
shall then revis,v the record of the case, inctuding the
exceptions and the reply. On the basis of such review, the
Secretarlr shall issue a written determination, including a
statsrent of the reasons or basis therefor, affirming,
nodifying or revoking the decision of the AIJ. The
Secretarlr's decision shall be rnade and transrnitted to the
part.ies within B0 days after the decision of the AIJ was
ftrrnished to the parties.

Judicial revieur. The restrrcndent rnay seek judiciat revieur of
EFe Secretaryb decision ir:rsuant to section 111(c) of the
Act.

(8)

(e)

( 10)
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