U S. Departrment of Housing and Urban Devel opnent
Washi ngton, D.C. 20410-7000
Communi ty Pl anni ng and Devel opnent

Special Attention of: Notice CPD 97-02

Al Environnental Oficers

Field CPD Division Directors | ssued: February 20, 1997
Fiel d CPD Representatives Expires: February 20, 1998

SHOP Reci pi ents and Subreci pi ents
Cross References:

SUBJECT: Environnental CGuide for Self-Help Honeownership Opportunity
Pr ogr am ( SHOP)

l. I ntroduction

A Pur pose

ability,

e Ofice of
ties of grant
Entities (REs)
el f-Help

This Cuide, prepared by the Ofice of Conmunity Vi
Envi ronnental Review Division, in collaboration with th
Af f ordabl e Housi ng Prograns, describes the responsibil
reci pients and subrecipients, HUD staff and Responsible
in conplying with environnental requirenents under the
Honeowner shi p Cpportunity Program

S

B. Backgr ound

The SHOP programis authorized by Section 11 of the Housing
Qpportunity Program Extensi on Act of 1996 (Pub. L. 104-120, 110 Stat.
834, approved March 28, 1996). The Programis intended to facilitate
and encourage i nnovative homeownership opportunities through the
provi si on of self-help housing where the honmebuyer contributes a
significant amount of sweat-equity toward the construction of the new
dwel ling. These decent, safe, and sanitary nonluxury dwellings nust
be nmade available to eligible honebuyers at prices bel owthe
prevailing market prices. Eligible homebuyers are |owincone fanilies
(fam i es whose annual inconmes do not exceed 80 percent of the median
i ncome for the area, as determ ned by HUD) who are unable to otherw se
afford to purchase a dwelling. Activities to devel op housi ng assi sted
under SHOP must involve conmunity participation, by providing for the
utilization of volunteers in the construction of dwellings or by other
activities designed to involve the community in the project. The only
el i gi bl e expenses for program funds are | and acquisition (including
financing and cl osing costs) and infrastructure inprovenent
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(installing, extending, constructing, rehabilitating, or otherw se
inmproving utilities and other infrastructure). Administrative
expenses and costs associated with the rehabilitation, inprovenent, or
construction of dwellings are not eligible uses of program funds.
Among the programrequirements contained in section 11 of the

Ext ensi on Act or in the NOFA published on July 9, 1996 are the
following: (1) to provide for devel opnent, through significant anounts
of sweat-equity and volunteer |abor, of at |east 30 dwellings at an
average cost of no nore than $10,000 per unit in SHOP funds; (2) to
use the grant in a manner that |everages other sources of funding,

i ncluding private or other public funds; (3) to construct quality

dwel lings that conply with |ocal building and safety codes and
standards and are available at prices below the prevailing narket
price; and (4) to schedule activities so as to substantially fulfill
the obligations under the grant agreenent within 24 nonths after grant
amounts are first nmade available to the organization or consorti a.

HUD wi || recapture undi sbursed anounts fromthe grantees who fail to
substantially fulfill these obligations wi thin such 24 nonths.

A total of $40 mllion in SHOP funds have been awarded to the
foll owi ng national or regional organizations or consortia (the
"Reci pi ents"):

1. Habitat for Humanity International, 121 Habitat Street,
Americus, Ceorgia 31709, tel ephone (912) 924-6935, $25
mllion.

2. Housi ng Assi stance Council, 1025 Vernont Avenue, N.W, Suite
606, Washington, D.C. 20005, tel ephone (202) 842-8600, $13.5
mllion.

3. Nei ghbor hood Rei nvest nent Corporation, 1325 G Street, N W,
Sui te 800, Washington, D.C 20005, tel ephone (202) 376-2412,
$1.2 mllion.

4. Nor t hwest Regi onal Facilitators, 525 E. M ssion Avenue,
Spokane, WA 99202, tel ephone (509) 484-6733, $300, 000.

1. Environnmental Requirenent

SHOP funds are subject to the environnmental review requirenments
that apply to HUD Special Projects in accordance with Section 305(c)
of the Multifam |y Housing Property Disposition Reform Act of 1994, as
i mpl emented in 24 CFR part 58 (final rule published on April 30, 1996,
61 FR 19120, effective May 30, 1996). SHOP Recipients or their
subrecipients (e.g., Habitat for Hunanity affiliate organi zations) may
not commit or expend any SHOP funds on activities unless they are
exenpt under Sect. 58.34 or not subject to Sect. 58.5 authorities under
Sect. 58.35(b) until HUD has approved the Recipient's Request for Rel ease
of Funds (RROF), or, where HUD deternines that it will performthe
environnental review in accordance with Sect. 58.11, until HUD notifies the
Reci pi ent that HUD has conpleted the environnental review. The
expenditure or commitnment of SHOP funds prior to the HUD approval of
the site or the RROF may result in the denial of assistance for the
property under consideration. Except where HUD deternines to perform
t he environnental review under 858.11, the RROF is a statutory
requi renent and cannot be waived; thus violation of this provision wll
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result in cannot be waived; thus violation of this provision will result
in disapproval of the site or project. Furthernore, the Recipient or
subreci pient may not commt non-HUD funds on a SHOP project before the
RROF is approved if the activity would have an adverse environnental
inmpact or linmt the choice of reasonable alternatives.

I1'l. Responsibilities
A. Recipient's Responsibility
SHOP program Reci pi ents are responsi ble for the foll ow ng:
(1) Al program and environnental requirenents.

(2) The subm ssion of RROFs and cover letters, both signed by
the Recipient, to the appropriate local HUD field office. Pending
revision of the RROF form (Form HUD 7015. 15), the Recipient should
sign at the bottomof item 11 of the Form HUD 7015.15. Part 2 of
the formw ||l have been signed by the Responsible Entity (RE)

(3) Receiving fromthe local HUD field office the approval of
the RROF or notification that HUD has conpl eted the environnental
review and notifying the subrecipients that they nay comrence worKk.

B. Subrecipient's environnental responsibility
SHOP Program subreci pients are responsible for the follow ng:

(1) negotiating an arrangenment with the RE (unit of genera
| ocal governnent, Indian tribe or Al aska native village wi thin which
the project is |located that exercises land use responsibility) for the
performance of the environnental review |If not feasible, or if the
RE is unwilling to undertake such review, the subrecipient should, in
cl ose coordination with the Recipient, notify the local HUD field
office. HUDw Il either refer the subrecipient to the county or State
or the reviewwill be done by the HUD field office with environnental
responsibility over that area.

(2) supplying the RE or HUD with infornmation on the |ocation
(address for existing structures) of the properties and the nature and
scope of the activities to be undertaken along with all available
envi ronnental information.

(3) <carrying out nmitigating nmeasures required by the RE or HUD
or selecting an alternate eligible property; and

(4) preparing a cover letter for the RROF indicating its
agreenent to abide by any special conditions resulting fromthe
environnental review, when the environnental review is done by an RE
and subnitting it to the Recipient (the National Organization that
received the funds directly fromHUD) with the RROF. The Reci pi ent
nmust then sign the RROF and subnit it to



the local HUD field office. HUD nust allow the public a 15 day
objection period fromthe date of its receipt of the RROF, or fromthe
time specified in the notice published pursuant to 858.70 of the
regul ati ons, whichever is later, before it can approve the rel ease of
funds. (If the environnental reviewis done by HUD, no RRCF is

requi red and the Recipient may authorize the subrecipient to comrence
wor k upon notification fromthe | ocal HUD office that the
environnental reviewis conplete.)

(5) conplying with the prohibition on the conm tnent or
expendi ture of any SHOP funds to programactivities with respect to
any eligible property, until HUD has notified the Recipient that it
has conpleted its environnental review or approved the RROF and the
Reci pi ent has authorized the subrecipient to proceed.

(6) reporting to the entity performng the environnmental review
any changes in the scope of the project and any changes in
envi ronnent al conditions.

(7) providing data for the RE's or HUD s perfornmance of the
envi ronnent al revi ew when requested

C. Responsible Entity (RE) responsibility

The RE shall deterni ne whether a NEPA environnental assessnent is
requi red and shall al so determ ne whether the assisted activities wll
trigger thresholds for other applicable Federal environnental |aws and
authorities. (In many cases of rehab or infill type projects, the RE
may find that NEPA and other 858.5 environnmental |aw thresholds are
not triggered and therefore nay determ ne that no publication notice
is required and no RROF need be prepared.) A "Responsible Entity" (RE)
is the unit of general government, Indian tribe or Al aska native
village that exercises |land use responsibility over project properties
(or, if the local HUD field office determ nes that the invol venent of
these entities is infeasible, the county or State). The RE is
requested to:

(1) assume environnental responsibility under 24 CFR Part 58.
(2) deternmine the appropriate |evel of environmental review.

(3) conduct the environmental review in conpliance with 24 CFR
Part 58.

(4) prepare and dissemnate or publish, as appropriate, a Notice
of Finding of No Significant Inpact (FONSI), a Notice of Intent to
Request Rel ease of Funds (NO/RROF) or a combi ned FONSI notice and
NO / RROF. The FONSI and the conbined notice require a 15 day public
conment period fromthe date of publication or, if no publication, 18
days fromthe date of mailing or posting, before the RROF can be
submtted to HUD. (Should the RE or HUD deterni ne that exceptiona
circunstances pertain to the project, the FONSI and a conbi ned notice
require a 30 day public conment period before the RROF can be
submitted to HUD.) The NO/RROF requires a 7 day conment
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period fromthe date of publication or, if no publication, 10 days
fromthe date of nmailing or posting, before the RROF can be sent to
HUD.

(5) execute the certification portion of the Request for Rel ease
of Funds and Certification (RROF) (Part 2 of Form HUD-7015. 15) (not
the portion requesting funds which the Recipient nust sign) certifying
the conpletion of the environmental review and related matters. The
RE shoul d cross out "Recipient" each tine it appears in Part 2 and
wite in "Responsible Entity". The RE nust also include a description
of any special conditions (see 858.71 (b)).

(6) transnit the executed RROF to the subrecipient for
subm ssion to the Recipient who will subsequently submt it to HUD
along with the subrecipient's and Recipient's cover letter agreeing to
adhere to any special environmental conditions required by the RE in
carrying out the project.

(7) re-evaluate projects or properties where the scope of the
project or environnental conditions have changed.

(8) docurment and naintain all findings in an Environnental
Revi ew Record (ERR) and provide a copy to the Recipient for its
project files.

D. HUD - CPD Program St af f

(1) Field Ofice Environnental O ficers do not routinely do
environnental reviews. They have training, oversight, nonitoring and,
in sone cases, sign-off responsibilities. The CPD Representatives in
HUD Field Ofices have the |lead responsibility for carrying out the
intent of this Notice and are to:

(a) Performthe necessary environnental review in conpliance
with 24 CFR part 50 when REs are unable or unwilling to assune
responsibility or when the CPD Representative otherwi se deternmines in
accordance with 858.11 that HUD shoul d performthe environnental
revi ew, and docunent conpliance on HUD Form 4128. The environnmenta
reviewis not conmplete until the 4128 has been signed by al
appropriate parties.

(b) Wen a HUD environnental review is conmplete, notify the
Reci pient by letter fromthe Director for Comunity Pl anning and
Devel opnent (CPD), or his/her deputy, indicating one of the follow ng
(See formletters in Attachment A)

Option 1: HUD approval;

Option 2: HUD environnmental approval with special conditions,
including any mitigating measures to be undertaken by
t he Reci pi ent/ subr eci pi ent;

Option 3: HUD request for additional information to perform
either the threshold determ nation or the conpliance
review, or both, or HUD advice that additional tinme
will be required; or


/offices/cpd/energyenviron/environment/lawsandregs/regs/part50/index.cfm
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Option 4: HUD di sapproval and reconmendation that the Reci pi ent
select an alternate eligible property.

(c) keep environmental records until the closeout of the project
by HUD, and

(d) nonitor conpliance with any mtigation neasures.

(2) Wen an RE has agreed to undertake the environmental review
on behal f of a Reci pient/subrecipient, the CPD Representative wll
have the | ead responsibility for the follow ng:

(a) advise the RE and the subrecipient of the procedures to be
fol | oned;

(b) arrange for technical assistance as needed, either in-house
or through a contractor

(c¢) nonitor RE/ subrecipient environnental conpliance; and

(d) approve the RROF submitted by the Recipient at the end of
the 15 day statutory waiting period allowed for public objection to
the rel ease of funds. (See 24 CFR 58.74.)
Attachment:

A - REPLY TO RECI PI ENT REGARDI NG HUD' S DETERM NATI ON FOR COVPLI ANCE
REVI EW



7
Attachnent A

REPLY TO RECI Pl ENT REGARDI NG HUD' S
DETERM NATI ON FOR COVPLI ANCE REVI EW

[ Type on HUD stationery]
Dear Reci pient:

We have reviewed the environmental conpliance factors for the project
whi ch you provided to us in your letter of (month, day, year) for the
grant under the HUD SHOP program CQur determ nation for the property
listed in your subnission (or format) is as foll ows:

[ Type the appropriate option]
[Option 1: HUD approval ]

HUD has conpleted its environnmental review and approves the use of
this property in your SHOP program You nmay proceed to conmt or
expend grant, State, local or other funds to undertake property
acquisition rehabilitation, conversion, |ease, repair, or construction
activities.

[Option 2: HUD environmental approval with special conditions]

HUD has conpleted its environmental review and approves, subject to
speci al conditions, the use of this property in your SHOP program

You may proceed to commit or expend grant, State, local or other funds
to undertake property acquisition, rehabilitation, conversion, |ease,
repair, or construction activities under the follow ng specified

condi tions: (explain the specified conditions).

[Option 3: HUD request for additional information or tine]

The followi ng property appears to exceed one or nore of the threshol ds
that activate the Federal environnmental |aws and authorities.
Therefore, (we request that you provide the foll ow ng necessary

i nformati on so that we nay performthe threshold determ nation) or (a
conpliance reviewis required and significantly nore tinme will be
needed for us to conplete this review). You are prohibited from
committing or expending grant, State, local or other funds to

undert ake property acquisition, rehabilitation, conversion, |ease,
repair, or construction activities, until HUD approval is received for
the specific property. If you wish to renove this property from
further consideration, please call us as soon as possible. For this
property, the followi ng action is required (explain action required).



[Option 4: HUD di sapproval ]

The foll owi ng property exceeds one or nore of the threshol ds that
activate the Federal environmental |aws and authorities, and for the
foll owi ng reasons HUD di sapproves the use of this property in your
SHOP program You are prohibited fromconmmitting or expending grant,
State, local or other funds to undertake property acquisition
rehabilitation, conversion, |ease, repair, or construction activities
in connection with the SHOP program For this property, the specific
reasons for this disapproval are the follow ng: (explain reasons).

For further assistance, please phone your CPD Rep,
, at

Yours truly,

Di rector
Conmuni ty Pl anni ng and Devel opnent Divi si on

cc:
Field CPD Rep
Field Environnental O ficer
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