6400.1 REV-1

7-2.

CHAPTER 7. CONVEYI NG HUD- OANED ONE- TO FOUR- FAM LY PROPERTI ES
FOR USE | N APPROVED URBAN HOVESTEADI NG PROGRAMS

LI STI NG OF HUD- OAWNED PROPERTI ES FOR POTENTI AL APPLI CANTS

A

To facilitate | ocal planning and program devel opnent in
accordance with the statute and programrequirenents of 24 CFR
Part 590.9, a potential applicant nay submit a witten request to
the appropriate HUD Field O fice for a current listing of all

one- to four-unit, HUD owned, unoccupied properties within the
applicant's jurisdiction not subject to executed repair or sale
contracts or |eases.

After receiving the request, the Property Disposition Branch
shall provide a current list of those HUD owned properties for
which repair or sales contracts or |eases have not been executed.
This list nmust be nmade accessible to the public during the
applicant's or LUHA' s ordinary busi ness hours.

PROPERTY DI SPCSI TI ON PROCEDURES FOR CONVEYI NG HUD- OWNED
PROPERTI ES

The Field Ofice's Property Disposition Branch (PD) shall support
approved urban honesteadi ng progranms as foll ows:

A

Suspension of Property Disposition Activity. Upon execution of
the initial U ban Honmesteadi ng Agreenent by the Field Ofice
Manager, but prior to the initial selection of any HUD owned
property for the first programyear, a LUHA nay request the Field
Ofice to suspend its routine property disposition activity for
up to 45 cal endar days on properties identified by the LUHA as
being located in the designated urban honest eadi ng

nei ghbor hood(s). Based upon this request, PD shall state in
witing the opening and cl osing dates for the suspension of
property disposition activity for all such designated HUD owned
properties, except those for which repair or sales contracts, or
| eases have been executed. During this suspension period, the
LUHA may notify the HUD Field Office of the specific HUD owned
properties, fromanong those previously identified, that it
intends to use in its local urban honesteadi ng program
Properties conming into the HUD i nventory during or after the
suspensi on period shall be handl ed as provided in paragraph B

Notification of Field Ofice's Acquisition of Single Fanmly
Property in the U ban Homest eadi ng Nei ghborhoods. No later than
10 cal endar days after receipt of Form HUD 27011, Single Fanmily
Application for Insurance Benefits, which is the nortgage
insurance clainms formfromthe nortgagee, for an unoccupied,
one-to four-famly residence in a HUD approved urban honest eadi ng
nei ghbor hood,
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PD staff shall notify the LUHA of the potential availability of
the property for honesteading. The notification shall be in
witing and shall include the street address and zip code. PD
shal | provide a copy to the U ban Homest eadi ng Coordi nat or

1. The notification shall informthe LUHA that it has 21
cal endar days Fromthe date of the notice to notify the Field
Ofice that it wishes to use the property for honesteadi ng.
A property disposition programfor a property shall not be
approved until the LUHA has notified PDin witing whether it
intends to use the property in its honesteadi ng program or
until 21 calendar days fromthe date of the notification
whi chever comes first. This 21-day deadline May be extended
if PD determines that the locality's response within 21
cal endar days is inpracticable. However, continual inability
of the LUHA to respond within the original 21-day period
shal | be investigated by the U ban Honesteadi ng Coordi nator
who may decline naking funds avail abl e pursuant to HUD
aut hority under 590.29(a)(4).

2. This notification procedure to the LUHA shall cease when PD
is notified by the Urban Honesteadi ng Coordi nator that the
programis to be closed out, or all Section 810 funds have
been fully obligated for the year, unless a request for
addi tional Section 810 funds is under consideration for the
Field Ofice.

3. No one- to four-unit property located within the designated
nei ghbor hoods whi ch i s unoccupi ed, unrepaired, or wthout a
contract for sale or repair or a |l ease shall be withheld from
this notification procedure by PD staff except as pernitted
by the follow ng subparagraph C

C. Exceptions to offering eligible HUD owned properties to approved
urban homesteadi ng prograns. Field Ofices nay withhold the
offer of a property to a LUHA when the Field O fice Manager
determines in witing that there is a higher priority need
because of one of the follow ng | egal obligations:

1. the settlenent of a sales warranty claim

2. the settlenent of a claimunder Section 518 of the Nationa
Housing Act for critical structural defects in a one- to
four-fanily property whose nortgage was insured by HUD

3. energency housi ng needs (disaster housing and urgent public
housi ng needs such as providing shelter for the honel ess);

4. reconveyance of title of property to nortgagee for
nonconpl i ance with regul ations for claimprocedures (see 24
CFR 203. 363);
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5. reconveyance pursuant to a CGvil Frauds Act settlenent;
6. reconveyance where the nortgage was never insured; and
7. reconveyance for other |egal obligations as determ ned by

HUD, i.e., properties for which HUD is unable to obtain good
mar ketabl e title; or for which an extrenely |ong delay can
be foreseen in obtaining good marketable title.

Failure to transfer suitable properties. Al properties
requested by a LUHA and neeting the criteria of Paragraph 7-3,
A., B. and C shall be offered for transfer by the PD staff. If
the PD staff believe that a property should not be transferred
for other reasons not described in paragraph C. above, they shal
contact the LUHA and the Urban Honest eadi ng Coordi nator to work
out a suitable resolution to the problem The Coordi nator shal
consult with the PD staff and, if necessary, Field Counsel with
respect to resolving the natter.

LUHA Actions to Acquire Property. At the sane tine the LUHA
notifies PD that it wants to acquire a property, the LUHA w |l
send a certification of property eligibility and acquisition
costs to the Urban Honesteadi ng Coordinator. This is the
Verification of Fund Availability, HUD 40050, shown in Appendi X
14. The Urban Homest eadi ng Coordi nator confirns the eligibility
of the property and prepares a Form HUD- 718, Funds Reservation
and Contract Authority, for validation by the RAD. PD staff and
the, LUHA will hold the closing upon witten notification by the
CPD Urban Honest eadi ng Coordi nator that funds have been reserved.
(See Chapter 6, paragraph 6-1, B. and C.)

Fl ood | nsurance Purchase Review by Property Disposition. The

Fl ood Di saster Protection Act requires that flood insurance be
obtained for eligible properties. (See paragraph 3-4 of this

Handbook.) The PD Staff shall address the foll ow ng:

1. Do the current maps of the National Flood Insurance Program
(NFI P) reveal that the proposed urban honesteading area is
| ocated within the Fl ood Hazard Zone "A" and "V' series and
for which purchase of flood insurance is nmandatory as a
condition of approval? |If so, flood insurance will be
required for building located within the special flood
hazard area

2. Is flood insurance available within the community or has the
community been suspended fromor is not otherw se
participating in the NFIP? If the NFIP has identified the
community as flood-prone for at |east one year, and the
community is not participating in the NFI P, honmesteadi ng
cannot take place in those areas of the comunity that are



desi gnated as having special flood hazards. A list entitled
"Communi ties
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Participating in the National Flood Insurance Prograni is
forwarded to HUD Field Offices periodically by FEMA with the
necessary informati on on comunity participation
G Tinme Limtation of 30 cal endar days for Accepting Title of

Property. The LUHA has 30 cal endar days hold settlenent from
the date of its notice to PDthat it will accept title to a
property. (An alternative disposition plan may be approved for
the property if the LUHA fails to accept title within such
deadline.) The Field Ofice Manager may extend this 30-day period
for a reasonable period of tine if acceptance by the LUHA within
the original 30-day period is inpracticable. The environnmenta
review required for a specific property will be conpleted by PD
staff, and by CPD staff under paragraph 4-3, C. 3, if applicable,
as soon as possible, so as to allow the LUHA to acquire the
property within the original 30-day period. This may be extended
if the Field Ofice Manager finds that nore tine is required to
comply with historic preservation or floodplai n managenent

requi renents applicable to the property. Failure by the LUHA to
act in a tinely manner, except for environnmental concerns, shal
be investigated by the Urban Honest eadi ng Coordi nator and a
reservation may be cancelled if the closing does not occur within
the allotted timne.

7-3. ELIGBILITY CRITERIA FOR CONVEYlI NG HUD- OANED PROPERTY TO APPROVED
URBAN HOVESTEADI NG PROGRAMS

A

The Criteria. Wthin the time period described in 24 CFR
590.17, the PD staff shall transfer the title to eligible

HUD- owned properties to a LUHA, without receiving paynent from
the agency, if the following criteria are net:

1. the initial application (including execution of an Urban
Honest eadi ng Program Partici pati on Agreement), or subsequent
annual request for program participation, has been approved
by HUD;

2. the properties are in a HUD approved urban honest eadi ng
nei ghbor hood;

3. the Urban Honesteadi ng Coordi nator has reserved by a Form
HUD- 718 t he necessary Section 810 funds to reinburse the FHA
Mort gage | nsurance Fund or the Section 312 Rehabilitation
Loan Fund for the as-is fair market value of the property, or
a negotiated | esser amount, plus closing costs;

4. the requested property is unoccupi ed, needs repair and is not



subject to a repair or sales contract or a | ease; and
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5. the requested property is suitable for the approved urban
honest eadi ng program A property is suitable if the
apprai sed as-is fair market value of the property or a
negoti ated | esser anmpbunt does not exceed $25, 000 (excluding
closing costs), except as noted in B. below, for a one-unit
single-fanmly residence or an additional $8,000 for each unit
of two- to four-famly residences. The as-is property val ue
shal | be devel oped in accordance with the requirements of HUD
Handbook 4310.5 REV-1. PD provides a 10% di scount off the
as-is fair market value for all properties offered to LUHAs.

B. Authorization to Acquire Higher-Value Properties with Section 810
Funds. The Field O fice Manager may authorize on a
property-by-property basis the transfer of a HUD owned property
where the value exceeds the limtations stated in paragraph 7-3,
A.5 for a one-unit property; but the approved hi gher val ue shal
not ordinarily exceed $35,000. This authorization request is
prepared by the Urban Homesteadi ng Coordi nator. (Headquarters
shal | approve all requests above $35,6000.) For two- to four-unit
properties, the cost remains at $8,000 for each additional unit.
Thi s aut horization of a higher value should be granted only if
such a transfer will assist in neeting the nei ghborhood
preservation goals, where it will benefit the comunity by the
expedi t ed occupancy of the property and the reduction of
difficulties (such as vandalismto the property) and del ays that
HUD typically encounters in the disposition and sal e of property,
and where suitable properties for large famlies exist.

Aut hori zation to exceed the $25,000 value will nean that nore
funds will be used on fewer properties, and therefore the
decision to grant such an authorization should also take into
consideration the effect of reduced assets toward achi evenent of
the LUHA' s nei ghbor hood preservation goals. The decision to
grant a higher authorization should be a rare instance and not a
matter of routine. Typically, there should be few, if any,

hi gher val ued properties unless the LUHA is willing to provide
the supplenmental funds. |If this is not the case and exceptions
to use Section 810 funds for higher value properties are the
rule, then the Field Ofice should consider the LUHA for close
out. There will be no program w de authorization for higher

val ue properties.

C. Use of Additional Local Resources. |If a LUHA wi shes to conserve
its Section 810 resources, or if the Field Ofice should decide
not to authorize an increase of the Section 810 limt above
$25, 000, or sonme other fixed anpbunt, properties of higher price
may be purchased by the LUHA with a conbi nation of Section 810
and ot her resources such as CDBG funds (See paragraph 7-5 for the



cost breakout). This can be done by:
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1. the Urban Honesteadi ng Coordi nator perfornming all Section 810
fund control procedures listed in Chapter 6, paragraph 6-1

2. the LUHA paying the Departnent of Housing and Urban
Devel opment at closing the anount of the difference between
what the Field Ofice has set as a Section 810 cost linit
plus closing costs and the agreed upon price for the
property; and

3. the Urban Honesteadi ng Coordi nator forwarding the LUHA' s
check with the appropriate closing docunents to the RAD so
that the FHA Mdrtgage | nsurance Fund or the Section 312
Rehabilitati on Loan Fund can be rei mbursed. Such use of
addi tional funds does not affect the Section 810 requirenent
for transfer of the property to the homesteader for nonina
consi deration only.

THE VALUE OF HUD- O\NED PROPERTY TO BE DEDUCTED FROM SECTI ON 810
FUNDS RESERVATI ONS

The anmount charged to the Section 810 reservation for an approved
LUHA shall not exceed the as-is value of an eligible HUD held
property (See paragraph 7-3, AL 5. and B). 1In addition, the Section
810 account may be charged for such allowabl e closing costs and fees
customarily charged in sinilar transactions in the locality if
normal Iy charged to the buyer by HUD including, but not limted to,
recording fees and |local transfer taxes. The actual anount to be
charged to the Section 810 account appears in the conputation noted
in paragraph 7-5. Since HUD will provide evidence of narketable
title upon transfer of properties to LUHAs, |ocal purchase of title
policies will not ordinarily be necessary. However, if atitle
policy is desired by the LUHA, for the period prior to conditiona
conveyance, the LUHA nmust cover the expense itself. For the period
after conditional conveyance to the homesteader, the LUHA may incl ude
title insurance as a covered expense in the honmesteader's
rehabilitation loan. HUD s share of prorated unpaid property taxes
and other property liens (e.g., utility bills) are paid out of the
appropriate insurance or loan fund and not out of the Section 810
account. Prepaid taxes are to be handled as described in paragraph
7-5. The LUHA's share of these prorated itens is borne by the LUHA
not the Section 810 account or the honesteader

PREPARATI ON OF CLOSI NG PAPERS
In addition to the standard cl osing procedures perforned in

accordance with HUD Handbook 4310.5 REV-1, the follow ng are
additional instructions for preparing closing docunents and



transmtting themto the RAD:

A. Sales Contract. The standard retail sales contract, HUD 9548,
must be used. The contract sales price nust be the property's
"as-is" fair market value, or a negotiated | esser anount.
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B. Form HUD-9589. The Form HUD- 9589, Transmittal of C osing
I nformati on (Appendix 15), is prepared by the PD staff or the
cl osing agent who will check "Urban Honestead Sal e" in Block 5.
Additional information for Block 5 is reflected on the reverse
side of the form This information consists of a formula for
arriving at the anbunt to be charged to the Section 810 account:

1. Contract sales price of property.
2. Plus closing costs.
3. Mnus anobunt paid in cash by LUHA (non-Section 810 funds).

4. Amount charged to Section 810. (This is the ambunt the RAD
will reinburse the FHA i nsurance fund or the Section 312 | oan
fund.)

Pl ease note the amount the LUHA has paid to rei nburse HUD for any
prepaid taxes is located in Block 5 of the HUD 9589.

C FormHUD-1. The HUD-1, Settlenent Statenment (Appendix 16), shal
be filled out so as to conpletely describe the sal es closing.
The as-is, fair market value or negotiated | esser anobunt shall be
the contract price for the sale and will appear on Line 101 and
401. The amount reinbursed to tile FHA fund or the Section 312
Rehabi litation Loan Fund froma LUHA's Section 810 all ocation
nmust appear on Line 509 of the HUD-1 as "Section 810
rei nbursenent, P.OC." (P.OC stands for paid outside of
cl osing, since the reinbursement occurs after closing.) The
Section 810 rei nbursement consists of the sales price of the
property, or a portion thereof, plus closing costs nornally paid
by the buyer of HUD owned property. The anount exceeding the
Section 810 limt (see paragraph 7-3 C.) wll appear on Lines
208 and 508. Do not include reinbursenent for prepaid taxes in
thi s amount.

| mredi ately after settlenent, the PD staff shall provide copies
of the HUD- 9589 and HUD-1 to the Urban Honest eadi ng Coordi nat or
for transmssion to the RAD. After receiving the HUD-1 and

HUD- 9589, if the Urban Honesteadi ng Coordi nator shoul d determ ne
that some costs are not allowable, the U ban Honesteadi ng

Coordi nator shall make adjustnments on the HUD- 9589 prior to
transmitting the package to the RAD, and return copies of the



amended HUD- 9589 and the revised HUD- 718 to PD.

D. Deed. The deed shall be prepared in triplicate by PD or PD s
Contract Cosing Agent. The original shall be forwarded to the
LUHA after recordation by PD or a PD Contract C osing Agent. A
copy shall be retained in the property case binder
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E. Title Evidence. PD shall furnish the appropriate title evidence
inits possession at the tinme of closing to the LUHA. The LUHA
may purchase a title policy locally at its own expense if it is
required at closing and title evidence satisfactory to the |oca
jurisdiction is not available fromHUD. This is not a
rei mbur sabl e expense from Section 810.

F. Real Estate Taxes. Real estate taxes shall be processed as
fol | ows:

1. Taxes Unpaid by HUD. Were PD has not yet paid the taxes,
and the closing statenment would ordinarily reflect a credit
to the LUHA for HUD s share of the taxes, the Form HUD 1
shall reflect HUD s prorated share of taxes to the date of
closing. An SF-1034 shall be prepared by PD showi ng the LUHA
as the payee and setting forth the amount of HUD s prorated
share of the taxes due to the LUHA. A copy of the voucher
shal |l be attached to the HUD- 9589 and HUD-1 submitted to the
Urban Honest eadi ng Coordi nator, and the original voucher
shal | be forwarded for processing and paynent to Single
Fam |y Accounting and Managenent System Contractor, Data
Prompt Incorporated, P.O Box 3579, Silver Spring, M
20918- 0579.

2. Taxes Prepaid by HUD. Wen HUD has prepaid the real estate
taxes and woul d be due a refund at closing, PD shall request
a refund fromthe LUHA, which shall be reflected on the
HUD- 9589. PROPERTI ES ARE NOT TO BE CONVEYED UNTI L PREPAI D
TAXES ARE REFUNDED. When the prepaid taxes are received, PD
shal | deposit themin accordance with the Fiscal and ADP
Handbook, 4110.1 REV, and then notify the RAD on the Schedul e
of Collection, Form HUD 2022. The notification shall include
the case nunber and address of the property on which prepaid
taxes were received along with the following typewitten
notation: "Taxes Due HUD on Urban Honesteading Transfer."

G Transmission and Distribution of O osing Docunents. PD shal
comply wi th Handbook 4310.5, REV-1 regardi ng the pronpt
transm ssion of closing papers. The HUD- 9589 mnust include the
correct fiscal year Urban Homesteadi ng nunber assigned to the
locality in which the property being sold is |ocated (See Chapter
5). The PD staff shall transmt closing statenents and



appropriate vouchers or receipts as necessary, to the Urban
Honest eadi ng Coordi nator imedi ately after closing. The Urban
Honest eadi ng Coordi nator shall then attach a copy of the executed
Form HUD- 713, and imedi ately transnmit it to the RAD for
processing. For closings held near the end of the fiscal year or
on Septenber 30, all docunents nust be received by the RAD no
|ater than the third work day in Cctober or on such date as
agreed upon between the U ban Honesteadi ng Coordinator and the
RAD.
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