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CHAPTER 4. APPLI CATI ON REVI EW AND PRCCESSI NG

4-1. PREAPPLI CATI ON PROCEDURES

A

Techni cal Assi st ance

When a State or unit of general |ocal governnent indicates a
desire to participate in the HUD Section 810 Urban Honesteadi ng
Program the Urban Honesteadi ng Coordi nator shall explain the
statutory, regul atory, and program nanagenment requirenents. The
Coordi nator may request the technical assistance of Field Ofice
specialists, e.g., FHEQ Regional or Field Counsel's Ofice
etc., to provide advice to the State or unit of general |oca
governnent. Additionally, the help of other local officials who
have experience in adninistering a honmesteadi ng program nmay be
call ed upon to provide val uable insights for their peers.

Pl anning I nformation

If the State or unit of general |ocal government w shes to apply
to participate in the program the Coordinator shall provide the
prospective applicant with a copy of this Handbook and shal
specifically:

1. Explain the program application requirements;

2. Informthe State or unit of general |ocal governnment of the
ot her Federal requirenents that should be considered in the
pl anni ng stages, e.g., Flood Disaster Protection Act,
| ead- based paint, affirmative marketing, etc;

3. Make a prelininary evaluation of the capacity of the State or
unit of general |ocal governnent to initiate a program and
provi de whatever additional technical assistance on program
desi gn and managenent as may be necessary or requested;

4. Informthe State or unit of general |ocal government that it,
or its designated public agency or qualified comunity
organi zation, nust have the legal authority to carry out an
Urban Honest eadi ng Program such as the acceptance and
conveyance of properties under the provisions of the Act and
24 CFR Part 590;

5. Informthe State or unit of general |ocal governnment of the
range of funds that would be available in the Field Ofice
based on the tining of programinitiation during the fisca
year and the nunber of available properties currently
sui tabl e for homest eadi ng;
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4-2.

Informthe State or unit of general |ocal government that it
shoul d be reasonably certain that it will be able to acquire
a mninmumof five properties each fiscal year. This may not
be possible for a LUHA that is approved near the end of the
fiscal year, but should occur in subsequent years in order
for the programto be cost effective;

Encourage the State or unit of general |ocal governnment to
establish a counseling and/or training programthat
adequately informs the honesteader of his/her honesteadi ng
responsibilities, and how to manage and mai ntain a hone;

Provide a listing of HUD-owned properties in the State, or
unit of general |ocal governnent's jurisdiction not subject
to executed repair or sales contracts or |eases; and

Have the State or unit of general |ocal governnent request a
simlar listing of VA- and FnmHA- owned properties fromthe

of fices of those agencies having jurisdiction over the
locality. No interruption of disposition activities for
properties on the lists provided by the Federal agencies
shal | occur during this preapplication stage.

APPLI CATI ON SUBM SSI ON REQUI REMENTS

A

Identity of Applicant

The applicable State or unit of general |ocal government nust be

the applicant seeking approval of the |local urban honesteadi ng

program from HUD. The State or unit of general |ocal governnent
may directly act as the |local urban honesteadi ng agency (LUHA) or

it may designhate a separate, independent |ocal public body or
qualified community organi zation to act as the LUHA, provided
that such body al so executes the Urban Honest eadi ng Program

Participation Agreement with HUD. 1|In either case, the program

application is executed in the nane of, and submitted by, the
responsible State or unit of general |ocal governnent itself.

Subni ssion of Application

The Chief Executive Oficer of the State or unit of general |oca
governnent or his/her authorized representative, may execute and
submit an application for the first tine at any tine during the
year to the appropriate HUD Field Ofice. |n subsequent years,

the State or unit of general |ocal governnment will subnmit an
annual request to continue program participation no |later than
August 1 of each year (see paragraph 4-7). The application or

annual request to participate cannot be executed in the name of,

or be subnmitted by, a designated public agency or qualified
conmuni ty organi zati on al one.
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Content of Application 590.11 (a).

The initial application shall contain:

1

2.

St andard Form 424 (Appendi x 2).

A map of each proposed urban honest eadi ng nei ghborhood with
geogr aphi ¢ boundaries indicated and census tracts shown.

A statenment of the local goals for the honmesteadi ng program
for each nei ghborhood sel ected. Goals should be in
conformance with the locality's overall comunity devel opnent
goals. This will assist the LUHA and HUD i n judgi ng whet her
the programis achieving the intended results and whether its
procedures are consistent with neeting its goal s.

A description of the applicant's proposed honest eader
sel ection procedures which conplies with Chapter 3, paragraph
3-1, F. and 24 CFR 590.7(b)(2).

The applicant's proposed | egal docunments for conditional and
fee sinple conveyance and the Honest eader Agreenent,
devel oped pursuant to 24 CFR 590.7(b)(3), (5) and (7).

An estimate of the anmount of Section 810 funds to be used
during the current Federal fiscal year and a statenent
describing the basis for the estimate, including the nunber
if properties expected to be acquired during the year
prepared after consultation with HUD FHA, FmHA or VA, as
appropri at e.

If the applicant itself will be acting as the LUHA, the
applicant should identify the departnment, bureau, or office
of the State or unit of |local government that will be
responsible for the | ocal U ban Homesteading Program |f the
applicant will be designating a separate public body or a
qualified community organi zation as LUHA, the applicant nust
submit a witten agreenent which neets the requirenents noted
in Chapter 3, paragraph 3-1, D, and 24 CFR 590.7(c).
Identification of the local contact person, and his/her title
and tel ephone nunber, should be included.

Certifications neeting the requirenents, of 24 CFR 590.11(d)
signed by the locality's Chief Executive Oficer or their
aut hori zed representative and the Chief Executive O ficer or
aut hori zed representative of the designated LUHA (Appendi x
3).

Any additional docunentation that HUD requests after initial
application review pursuant to the standards of 24 CFR
590. 13.
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4- 3.

D)

Field Ofice Responsibility
The Urban Honest eadi ng Coordi nator shall

1. Irmmediately upon receipt of the application in the Field
Ofice, date stanmp the application and log it in the Field
Ofice records;

2. Wthin three days of the log-in date, screen the application
for conpl eteness in accordance with the requirenents of
par agraph C. above; and

3. Wthin five days of such log-in date, notify the applicant in
witing that the application has been received and officially
accepted for review or is being returned because there are
m ssing itens or deficiencies.

I NI TI AL APPLI CATI ON REVI EW

A

Field Ofice Responsibility

Application reviews shall be nade by Comunity Pl anni ng and

Devel opnent (CPD) staff, Fair Housing and Equal Opportunity
(FHEOQ) staff, the Environnental O earance Oficer (ECO, and
consultation with Field Counsel, as appropriate. Al reviews
shall he conpleted within 30 cal endar days fromthe date that the
Field Ofice officially accepts the application for review (See
par agraph 4-2(0)(3).)

Conmuni ty Pl anni ng and Devel opnent Revi ew

1. The Urban Homest eadi ng Coordi nator shall review the initial
application to deternine whether it may be approved under the
application review standards of 24 CFR 590.13. This requires
the proposed programto conply with all requirenents of the
Act, 24 CFR Part 590, and any other applicable |laws and
regul ations, and this Handbook. A LUHA rmay be requested to
suppl enent its application to provide evidence of the | ega
authority enpowering the LUHA to carry out its program the
appropri ateness of its programdesign (including program
advertising and marketing nmethods), or any other data to
which the locality certified or is relevant to application
appr oval

2. The Urban Honest eadi ng Coordi nator shall consult with other
CPD staff (CPD Representative, Rehabilitati on Managenent
Specialist, etc.) to learn if they have any information,
based on past experience with the applicant in adninistering
housi ng rehabilitati on and community devel opnent prograns,
which is substantially inconsistent with the applicant's



certification concerning its ability to adm nister a program
inatinely and
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cost effective manner. Specifically, does the applicant or
its designated adm ni stering agency have the capacity to
adm ni ster this new programor does it show a denonstrated
| ack of capacity to undertake this added responsibility.

3. The application nust be consistent with all available facts
and data. That is,

a. Are there nonitoring issues, audit findings, etc. related
to other HUD prograns that should be resolved before this
new programis considered for approval ?

b. If the applicant designates a public agency or a
qualified conmunity organi zation as the Local Urban
Honest eadi ng Agency to administer the program is the
agency a legitimate public or non-profit agency? |If
there is any question about the eligibility of a
particular LUHA, the Field Ofice Counsel should be
consul ted

c. Does the estinmated val ue of forecl osed Federal properties
come within the $25,000 val ue permtted under the
regulation to acquire a Section 810 property? 1s the
estimate reasonable in light of property values in the
desi gnat ed urban honest ead nei ghborhoods? If not, wll
the applicant utilize other comunity devel opnent funds
in conjunction with Section 810 funds to acquire the
i ntended federally-owned properties for homesteading. No
new program shoul d be approved that requires an
aut horization to acquire higher value properties upon
initial entry into the program (see Chapter 7, paragraph
7-3, B.), unless the LUHA agrees to suppl ement the
Section 810 funds with CDBG or other public funds.

C. Environnental Review

HUD compliance with 24 CFR Part 50 requires that an environnmenta
review be conpleted either prior to HUD approval of the Urban
Honest eadi ng application (and prior to HUD approval of any
anendnent to add, delete, or alter the boundaries of target urban
honest eadi ng nei ghborhood(s)) or prior to the transfer to the
LUHA of any property in a nei ghborhood which has not had an
acceptabl e environmental review under 24 CFR Part 50.

The environmental review will consist of one of the follow ng:



1. Adoption of a prior environnental review where the State or
unit of general |ocal governnent, for purposes of its
separate CDBG UDAG Section 312, or Rental Rehabilitation
Programs, has conpl eted an environnental assessnent or
Envi ronnmental | npact Statenent in the proposed urban
honest eadi ng nei ghborhood(s). This shall include a
conpr ehensi ve review of environnent al
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conditions in the proposed target urban honesteading

nei ghbor hood(s) and revi ew of how the proposed urban
honest eadi ng actions and all other related public actions
i npact the environment of the proposed target

nei ghbor hood(s) .

The Field Ofice Environmental Oficer shall determ ne

whet her the review subnmitted by the State or | ocal governnent
is acceptable. If it is acceptable, the Environmenta

O ficer shall document this in witing; or

2. \Were there is no such acceptable prior review, the State or
unit of general |ocal governnent nay prepare a new or amended
envi ronment al assessnent or Environnental |npact Statenent
for its separate CDBG UDAG Section 312, or Renta
Rehabi litati on Program or independently to include both the
ur ban honest eadi ng nei ghbor hood(s) and activities. If the
new or amended environmental assessment or Environmenta
| npact Statement is found acceptable, the Field Ofice
Envi ronmental O ficer shall document this in witing; or

3. If there is no prior environnental review (as in #1 above),
or if the State or unit of general |ocal government elects
not to prepare an assessnment (as in #2 above), a reviewis
required on Peach property that the LUHA identifies on Form
40050 to be transferred. Were the aggregation criteria of
24 CFR 50.21 are applicable, the affected units listed on
Form 40050 shall be eval uated together, including pertinent
envi ronment al aspects of the comunity's coordi nated approach
to nei ghbor hood i nprovenent for the LUHA-designated
nei ghborhood. The LUHA is required to provide docunentation
that will enable the HUD Urban Honesteadi ng Coordi nator to
prepare the environmental review in accordance with Part 50.
The Field Environnental Office will provide advice and
assi stance, as necessary.

HUD and LUHA's shoul d be aware that all properties entering the
HUD i nventory of foreclosed properties are subject to

envi ronmental review by HUD Property Disposition staff.
Furthernore, later, when the property is transferred to the

i ndi vi dual homest eader and the rehabilitation funding source has
been identified, an additional review will be necessary if the



funding source is a Section 312 loan. \Where Section 312 | oans
are used, the LUHA or the local processing agency (LPA) will
furnish to HUD the appropriate information needed for treatnent
of rehabilitation activities required for compliance with 24 CFR
Part 50.4 and in accordance with the procedures described in the
Section 312 rehabilitation Loan Fi nanci ng Handbook, HUD Handbook
7375.01, Rev-2.

Fai r Housing and Equal Opportunity Revi ew
FHEO staff shall review the application under the standards in 24

CFR 590.13 with respect to the requirenents of 24 CFR
590. 11(d) (5)
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and paragraph 3-1, E. of this Handbook for the applicant and LUHA
to conply with civil rights laws and do affirmative marketing.
This is intended to ensure non-discrimnation in the selection of
honest eaders and that no eligible person is denied equa
opportunity for housing, or excluded fromequal participation in
the honestead program on the basis of race, creed, color

national origin, age, sex, handicapping condition, religion, or
famlial status and that the applicant and LUHA will conply with
all requirenents of Title VI of the Cvil R ghts Act of 1964;
Executive Order 11063; Title VIII of the Gvil R ghts Act of

1968, as anended; section 504 of the Rehabilitation Act of 1973;
and the Age Discrimnation Act of 1975, Section 562 of the
Housi ng and Community Devel opnent Act of 1987, and all applicable
regul ati ons issued under these authorities, in any activity in
its Homestead Program

Legal Review

Legal staff shall review the applicabl e honesteader conveyance
docunents, as applicable, contained in the application for
conpliance with 24 CFR Part 590 and this handbook, and State and
|l ocal law. Field Counsel shall also reviewthe witten agreenent
between the applicant and the LUHA, if any, for conpliance with
24 CFR 590, particularly 590.7(c), and this Handbook. Field
Counsel may rely on opinions of public body counsel as to
questions of State and local |law, or may independently assess
these questions, at their discretion

Coordi nati on of Reviews. Conpleted reviews of the application
shall be sent to the Urban Honesteadi ng Coordi nator for

coordination in conpleting the approval /di sapproval process (or
further action in accordance wi th paragraphs G and 4-4 bel ow.)

Correction of Deficiencies and/or Di sapproval of the Application
If information presented in any reviews of the application
i ndi cates the applicant does not neet the revi ew standards of



this paragraph (Application Review, paragraph 4-3) and 24 CFR
590. 13, the applicant shall be given the opportunity to devel op
appropriate alternatives.

1. |If adequate alternatives can address the deficiencies, a
letter for the CPD Director's signature shall be sent to the
applicant outlining the recommended changes in the program
and requesting a response within 30 cal endar days.

2. If there are no workable alternatives, the CPD Director shal
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 PROPCSED URBAN HOMESTEADI NG PROGRAM

A

When the Urban Homest eadi ng Coordi nator has revi ewed the
assessnents of the application and all requirenents of the
statute and regul ati ons have been fulfilled and there appear to
be no inpedinents to a workable program the program shall be
recomrended for approval

If a satisfactory revision to the programis proposed by the
applicant in response to HUD recommendati ons under paragraph 4-3,
G 1, the programshall also be recommended for approval

If a revision to the programis proposed by the applicant which
will require tinme to inplenent, and the programis feasible to
start prior to full correction of the problemarea, the program
may be recommended for approval, wi th conditions.

The Urban Honmest eadi ng Coordi nator shall review the nunber and
estimated fair market value of federally-owned properties in the
ur ban honest eadi ng nei ghborhood(s); the availability of Section
810 funds to the Field Ofice; the readiness of the locality to
begin property transfers; and the length of tine left in the
fiscal year to spend funds. Based on this review, the

Coordi nator shall prepare an approval package for the Field

O fice Manager's signature which includes:

1. The CPD Director's recommendation to the Field Ofice Manager
to approve the program

2. If funds are available at the tine of application approval
an approval letter to the Chief Executive Oficer (CEOQ of
the applicant stating the anount of funds assigned to the
Field Ofice, and that funds will be reserved for specific
properties on a first-cone, first-served basis upon execution
of the Urban Homest eadi ng Program Partici pati on Agreenent,



and t he assignnent of a program nunber which reflects the
current fiscal year (see Chapter 5, Nunbering System for
Urban Honest eadi ng Docunents). The itens noted in subsection
4 bel ow nmust be attached. |If a tenporary 60-day initial

al l ocation of Section 810 funds is to be nmade available to
the LUHA at this tune pursuant to 24 CFR 590.21 and paragraph
6-3.C. of this Handbook, the letter should al so discuss that
al l ocation. (Appendix 26C)

3. If funds are not available at the tine of application
approval, an approval letter to the CEO that assigns a
program nunber to the LUHA (Appendi x 26A). The letter shal
indicate that there is a delay in funding and the antici pated
date of when funds will be available in the Field Ofice.

The itens noted in subsection 4 bel ow nust acconpany this
first letter to the CEO Upon availability of Funds, a
second |l etter shall be
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sent to the CEO that states the ampunt of Section 810 funding
assigned to the Field Ofice (Appendix 26B). This letter
shall state that funds will be reserved for the LUHA for
specific properties on a first-come, first-served basis, upon
execution of the Urban Honesteading Agreenent. |If a
tenmporary 60-day initial allocation of Section 810 funds is
to be nmade available to the LUHA at this tinme pursuant to 24
CFR 590. 21 and paragraph 6-3.C. of this Handbook, the letter
shoul d al so di scuss that allocation

4. An original and two copies of the HUD 40051, Urban
Honest eadi ng Program Partici pati on Agreenent (Appendix 4).

The approval package shall be transmitted to the Field Counse
for concurrence.

When t he approval package has been concurred in by the Field
Counsel , the package shall be subnmitted to the Field Ofice
Manager for signature. Upon execution of the approval package,
the Urban Honmest eadi ng Coordi nator shall send the approva
letter, including itens listed in paragraph 4-4, D. 4, above to
the Chief Executive Oficer (CEOQ of the applicant. The CEO of
the applicant, or the authorized representative, and the CEO or
the authorized representative of any separate public agency or
qual i fied conmunity organi zati on designated to adninister the
program if applicable, will sign the U ban Honesteadi ng Program
Participation Agreenment, return the original copy to the Urban
Honest eadi ng Coordi nator and retain a signed copy.

When the Urban Homest eadi ng Program Partici pati on Agreenent is
executed and returned to the Field Ofice by the applicant, the
Ur ban Honest eadi ng Coordi nator shall



1. Forward copies of the Agreenent to the Regional Accounting
Director and the Regional Director for Comunity Planning and
Devel opnent ;

2. Send one copy of the Agreenent, Standard Form 424,
application and approval letter to the Director, Urban
Honest eadi ng Program Rehabilitation Loans and Honest eadi ng
Division, Ofice of U ban Rehabilitation, CPD, Headquarters;
and

3. Gve a copy of the Standard Form 424 to the FORVS/ CPD
Dat a Base Manager who will enter the appropriate informtion
on the C24 managenent information system (See Chapter 11,
Reporti ng and Recor dkeepi ng).

I n subsequent approval s of any Program Anendnents as noted in
par agr aph 4-6 bel ow, the Urban Honesteadi ng Coordinator shall
provi de approval documentation to the sanme offices as stated in
t hi s paragraph.
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4-5. URBAN HOVESTEADI NG PROGRAM PARTI Cl PATI ON AGREEMENT

A

The Urban Honmest eadi ng Program Partici pati on Agreenent, HUD Form
40051 (Appendi x 4), executed by the Field Ofice Manager, the CEO
of the applicant, or the authorized representative, and the CEO
or the authorized representative of any independent public agency
or qualified community organi zation designated as a LUHA, if
applicable, shall be valid until the local urban honesteadi ng
programis closed out by HUD. (Agreements are not executed on an
annual basis.) The Agreenent is re-executed by all parties only
when the adninistering agency for the |l ocal program changes (See
paragraph 4-6, Q.

The Agreenent does not obligate HUD, the VA or FnHA to transfer
title to a specific nunber of properties or particular properties
identified in the application; and it does not legally obligate
HUD to expend a specific anpbunt of Section 810 funds in
connection with the program

C. The regulations in 24 CFR Part 590 becone part of the Agreenent.

4-6. PROCGRAM AMENDMENTS

A

At any time during the year the Chief Executive Oficer, or
aut hori zed representative, of the State or unit of general I ocal
governnent may submit proposed amendnents to a HUD approved | ocal
urban honest eadi ng program HUD approval is required before the
State or unit of general |ocal governnent changes the size,



| ocati on or number of urban honesteadi ng nei ghborhoods; the
public agency or qualified community organi zation designated to
adm ni ster the program the goals of the program the honesteader
sel ection procedures; or substantially changes the |ega
docunents transferring the property to the honesteader

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

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

2. a Standard Form 424 attaching, to the extent applicable:
a. a revised goals statenent for the nei ghborhood(s);
b. a map of the revised urban honesteadi ng areas;
c. a revised LUHA designation

d. a description of the revised honest eader sel ection
pr ocedur es;

3/ 90

4-10

6400. 1 REV-1

e. the applicant's revised | egal docunents for conditiona
and fee sinple conveyance and t he Homest eader Agreenent.

The Urban Honesteadi ng Coordinator will have the requested
anendnents to the initial application (see paragraph 4-2, C.)
(except funding) reviewed by the original application reviewers,
to the extent necessary, in accordance with 24 CFR Part 590. 13(b)
and paragraph 4-3, taking into account the overall performance of
the applicant under the performance standards in 24 CFR 590. 29(a)
as well as the nature of the anendnents thensel ves

Revi ews based on the following criteria should be conpleted
within 30 cal endar days. Additional data needed for the reviews
may be requested fromthe State or unit of general |oca

gover nnent .

1. Altering Target Nei ghborhood Boundaries. Reviews of requests
to enlarge or contract approved urban honest eadi ng
nei ghbor hood boundari es shoul d focus on whether the
applicant's stated goals for the programcan continue to be
achieved in a cost-effective manner; whether appropriate
supporting activities and services will continue to be
suppl i ed; whether properties suitable for homesteading are
avai |l abl e; and whether sufficient financial resources to
support the required rehabilitation are available. Above
all, approval of proposals to alter or change nei ghborhoods



shoul d take into consideration the LUHA' s prior perfornmance
in selecting properties and noving themthrough the
honest eadi ng process.

Changi ng Target Nei ghborhoods. Reviews of requests to add or
del et e urban homest eadi ng nei ghbor hoods shoul d focus on the
same criteria as paragraph 1 above, with particul ar enphasis
on the goals of the applicant and the suitability of the new
nei ghbor hood(s) for the type of treatment proposed.

Changi ng Nei ghbor hood Goal s. Reviews of requests to change
the applicant's goals for the urban honesteading target

nei ghbor hood(s) should focus on the consistency of the new
goals with the statutory goals of the programas stated in 24
CFR 590. 1(b); that is, the purpose of the programis to use
exi sting housing stock to provide honmeownership opportunities
primarily for lower-incone famlies, and encouragi ng public
and private investnment in the honestead nei ghborhood(s) thus
assisting in their preservation and revitalization. The new
goal s should be achievable in a tinmely manner consistent with
the resources of the applicant; econonic and nei ghborhood
conditions; the state of the housing market; the ability of
public and private supporting agencies to performfor the
applicant; and the likelihood of the other public and private
i nvestment nmaterializing.
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Changi ng Horest eader Sel ection Procedures. Reviews of
honest eader sel ection procedures nust focus on conpliance
with 24 CFR 590.7(b)(2) and paragraph 3-1, D. and E. of this
Handbook.

Changi ng Legal Docunents. Review of these docunents shoul d
be conducted under the principles stated in paragraph 4-3, E
of this Handbook.

Changi ng Desi gnated Admi ni strative Agencies. Reviews of
requests to change the applicant's designated agency shoul d
focus on the legal and adnministrative capacity of the new
agency to carry out the programin a tinely and
cost-effective manner. Specifically, Field Counsel should
also reviewthe witten agreement with the LUHA under the
principles stated in paragraph 4-3, E. of this Handbook and,
in addition, shall assure that appropriate provisions are
included to transfer interests in honmestead properties held
by the former LUHA to the new LUHA in accordance with 24 CFR
590.7(c)(3)(iii).

E. As a result of periodic perfornance nonitoring, deficiencies in
program operation may require HUD to recomrend or require program



revisions in addition to providing technical assistance. The
Ur ban Honest eadi ng Coordi nator should informthe locality of any
recomendat i ons and provide the necessary technical assistance.

The procedures for program di sapproval or approval actions in
par agraphs 4-3. G and 4-4 above shall be followed for program
revisions that are basically application changes.

The Urban Honest eadi ng Agreement shall be anended to reflect the
approved change in the designation of a new adnini stering agency
for the |ocal urban homesteadi ng program and shall be re-executed
by the Field Ofice Manager, the Chief Executive Oficer of the
applicant, or the authorized representative, and the CEO or the
aut hori zed representative of the adm nistering agency.

4-7. ANNUAL REQUEST FOR PROGRAM PARTI Cl PATI ON
A.  The Chief Executive Oficer or authorized representative of the

State or unit of |ocal government (the applicant) shall, no later

than August 1 of each succeedi ng Federal fiscal year, send a

request to the Field Ofice Manager for continued program

participation. A Standard Form 424 is not required to continue
in the programunless the LUHA is al so maki ng program revisions

at this time (see paragraph 4-6).

1. |If the applicant wishes to actively participate in the
programw th federally-owned properties, the letter for
continued program participation nmust contain an estimte of
the Section 810 funds needed for the year, along with a brief
description

3/ 90 4-12

6400. 1 REV-1

of the basis for the estimate, including the nunber of
properties expected to be acquired during the year prepared
after consultation with HUD FHA, FrnHA or VA, as appropriate.
Additionally, if the applicant wi shes to nmake anendments to
its HUD- approved programat this tinme, the procedures |isted
i n paragraph 4-6 above should be followed and the additiona
information attached to the letter

2. If the applicant wishes to maintain HUD approval of its Urban
Honest eadi ng Program but anticipates that it may be inactive
in the beginning of the fiscal year because there are few or
no federally-owned properties suitable for honesteadi ng that
are available at the tinme of the annual request to
participate, the situation should be described briefly in the
letter. If a LUHA remains inactive for nore than two years
and | ocal nmarket conditions denonstrate that an insufficient
nunber of affordable, federally-owned properties is likely to
be avail able for the next Federal fiscal year, the Urban



B. If t
part
t he

1

Honest eadi ng Coordi nator shoul d i npl enent the cl ose-out
procedures stated in Chapter 14.

he applicant subnmits an annual request for program
i ci pation, the Urban Honesteadi ng Coordi nator should review
request as foll ows:

Program amendnents subnmitted with the annual request for
program partici pati on shoul d be reviewed and acted upon as in
par agr aph 4-6 above.

Annual performance reviews shall be conducted by the Urban
Honest eadi ng Coordi nator in accordance with Chapter 12 of
thi s handbook, and the applicant's conpliance with nonitoring
findings and conditions on the Urban Honmesteadi ng Agreenent
shall be investigated. |If the applicant has nade
satisfactory progress in neeting the conditions and resol ving
the findings, its continued participation in the program
shoul d be reconmended for approval to the CPD Director. |If
managenent probl ens have yet to be resolved, but they do not
seriously inhibit the successful operation of the program
and they are schedul ed to be addressed during the upconi ng
program year, a conditional approval of continued

partici pation should he reconmended. |If the programis
plainly inconsistent with available facts and data, or the
applicant's past performance does not neet the standards in
24 CFR 590.29(a) (see Chapter 12), and is not likely to be
corrected in a reasonable period of time, the request for
conti nued program participation shoul d be di sapproved and the
applicant shall be advised in witing of the specific reasons
for disapproval pursuant to 24 CFR 590.13(b). Action shal
then be taken to close out the programin accordance with 24
CFR 590. 23 and Chapter 14 of this Handbook.
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The Section 810 funding request should be reviewed in
coordination with the HUD Property Disposition staff and the
VA and FnHA Property Managenent staffs to ascertain whether
the applicant's estimte of the nunmber of suitable
federal | y-owned properties proposed to be avail able during
the programyear is realistic, and whether the estimates of
average fair market values are correct. 1In general, a LUHA
shoul d be able to anticipate homesteading a minimumof five
properties per year in order for its programto be cost

ef fective and have a di scernabl e nei ghbor hood i npact.

VWil e the Regional and Field Ofices are awaiting
Headquarters approval for the new Fiscal Year funding, the
Ur ban Honest eadi ng Coordi nator shall prepare the annua
program partici pati on approval package. The package shal

i ncl ude:



a. The recomendation of the CPD Director to the Field
O fice Manager that the LUHA be approved to participate
in the Urban Honesteadi ng Program for the new Fisca
Year ;

b. An approval letter to the Chief Executive Oficer of the
applicant stating that the funding | evel for Section 810
funds has not been established at this time, but they
will be notified in witing of funding availability at a
| ater date, and the program nunber reflecting the new
fiscal year for which the funds are provided (Appendi x
26D) ;

c. |f a program anendnent designating a new adnini stering
agency is approved at this tinme, an anended Urban
Honest eadi ng Program Partici pati on Agreenent, HUD- 40051
shal | be prepared and processed as in paragraph 4-6
above.

The approval letter shall be conpleted and the rel evant itens
processed in the same manner as in paragraph 4-4, D., E, F.
and G and the applicant notified of approval no later than
Cctober 1, the first day of the new Federal fiscal year. The
FORMS/ CPD Dat a Base Manager shall be inforned of the LUHA s
new Fi scal Year project nunber, and any other changes, as
appropri at e.

HUD s Notification to Congress -- HUD 40052. Since LUHAs
will receive Section 810 funds only as individual properties
are acquired on a first-cone, first-served basis, HUD s
notification to Congress will occur upon obligation of all
funds for the LUHA for that Fiscal Year

When all LUHAs within the Field Ofice have acquired all the
properties that they will be able to acquire for the Fisca
Year or there are no longer funds available to acquire
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addi tional properties, the U ban Honesteadi ng Coordi nator
shal |l prepare a separate HUD Notification to Congress

HUD- 40052, for each LUHA which will state the anount of
Section 810 funds expended (see Appendix 5). The HUD 40052's
shal | be batched and sent to the Director, Urban Honesteadi ng
Program Headquarters. A copy shall be sent to the Regiona
Director, CPD. Upon receipt of all HUD 40052's from al

Field Ofices, the Director, Urban Honesteadi ng Program will
batch them and send themto the Assistant Secretary for
Legi sl ati on and Congressional Relations (LCR). (No

i ndi vi dual HUD- 40052 is to be faxed directly to LCR)
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