U S. Department of Housing and Urban Devel opnent
Conmuni ty Pl anni ng and Devel opnent

Speci al Attention of:
Notice: CPD 97-13

Al Secretary's Representatives

Al State Coordi nators | ssued: Novenber 19, 1997
Al CPD Division Directors Expires: Novenber 19, 1998
All

HOPE 3 Program G ant ees
Cross Reference:

SUBJECT: HOPE 3 Program - Procedures for O osing Qut HOPE 3
Program I mpl enentation Grants

l. I nt roducti on

The purpose of this notice is to provide instructions for closing
out Homeownership for People Everywhere (HOPE 3) Program

| mpl enentation Grants aut horized by the National Affordable

Housi ng Act of 1990, as anended by the Housing and Comunity
Devel opnent Act of 1992. The HOPE 3 Programregul ati ons provi de,
at 24 CFR 572.210(g), that recipients will conply with cl oseout
procedures as issued by HUD. C oseout of HOPE 3 Inplenentation
Grants will provide a systematic process of veryifying that mjor
program requi renents have been net as specified in the program
regul ations at 24 CFR Part 572. These procedures apply to grants
where the grantee has provided at |east 70 percent of the
honeowner shi p opportunities in the HUD approved application for
the HOPE 3 I nplenentation Grant or the nunber of homeownership
opportunities subsequently approved in an anendnment to the
application. Gants not neeting this criterion will be closed on
a case-by-case basis with the assistance of Headquarters, Ofice
of Affordable Housing staff.

. Grant C oseout Procedures

A Criteria for Closeout. A HOPE 3 Inplenentation Gant will
be closed out when HUD determ nes, in conjunction with the
grantee, that the following criteria have been net:

CGHP: Distribution: W3-1, W2,



(1)

(2)

(3)

(4)

(5)

Property Transfer and Project Conpletion Reports for

all properties utilizing grant or match funds fromthe
grant to be closed out have been submtted and entered
in the HOPE 3 Programi s Cash and Managenent |nformation
(C/M) System and discrepancies in M System data,

if any, have been resol ved.

Wth respect to rehabilitation activities, the work to
be assisted with HOPE 3 grant or match funds, or
contributed as match, has actually been acconpli shed
and the properties have been transferred to honebuyers.
(NOTE: Where the honebuyer or another party renains
responsi ble to conplete sone required rehabilitation

wi th non-HOPE 3 funds, the grant may be cl osed out,

al t hough the grantee nust nonitor conpletion of such
wor k. )

QO her activities of the grantee under the grant
agreenment and applicable | aws and regul ati ons have been
carried out satisfactorily, or, the grantee is in
conpliance with any corrective and renedi al actions

i mposed by the Field Ofice as specified in 24 CFR

572. 225.

Al'l costs, except those related to cl oseout costs,
contingent liabilities or replacenent reserves as
specified in the closeout letter, to be paid with HOPE
3 grant and nmatch funds have been paid and any ot her
necessary nmatching contributions have been provi ded.

A final grant anmount has been determined by HUD after
any adjustment for unall owabl e costs, and any anount of
previously di sbursed HOPE 3 funds found not all owabl e
has been returned to HUD by the grantee.

Cl oseout Acti on.

(1)

(2)

(3)

VWhen it is determined that the criteria for closeout
have been net, the Field Ofice shall request a fina
Annual Perfornmance Report fromthe grantee. The fina
APR shal | include an accounting of all sale and resale
proceeds and program i ncone earned and expended during
the grant period. The accounting of resale proceeds
shal I include proceeds returned to HUD as well as
proceeds retained by the grantee. G antees nust submt
the final APRwithin 90 days of the Field Ofice
request.

Based on the information provided in the perfornance

report and other relevant information (such as

i nfornmati on contained in the Programi s Cash and

Managenent | nformation Systen), the Field Ofice, in
consultation with the grantee, will prepare a |letter agreenent
for closeout in accordance with paragraph (C) of this

section. See Attachment A for a Mdel Letter Agreement

for C oseout.

After receipt of the letter agreenent executed by the
grantee, HUD will cancel any unallowable portion of the
awar ded grant, deternined under Paragraph II. A  Any
unexpended grant funds di sbursed fromthe U S. Treasury
which are in the possession of the grantee, except for
costs identified in Paragraph C. 1. below, shall be
refunded to HUD. (See Section V. of this Notice.)



(4) Any funds paid with HOPE 3 Inplenmentati on G ant funds
whi ch have not been audited shall be subject to
coverage in the grantee's next single audit perfornmed
in accordance with 24 CFR Part 44. The grantee may be
required to repay HUD any disall owed costs based on the
results of the audit.

Letter Agreenment for C oseout.

Any obligations remaining as of the date of closeout shal
be covered by the terns of the closeout agreenent. See
Attachment A for a nodel closeout |etter agreement. A HOPE
3 grant shall not be closed out subject to conditions other
than those provided for in the attached nodel letter
agreenent. The letter agreement shall be prepared by the
HUD Field Ofice in consultation with the grantee. The
Field Ofice shall prepare an original and three copies of
the letter agreenent. Upon execution of the letter
agreement by the CPD Field Ofice Director, the agreenent
shall be forwared to the grantee. Wen the terns of the
agreenment are accepted by the grantee, the original and two
copi es of the agreenment executed by the grantee nust be
submitted to the Field Ofice within 30 days of the date of
execution by the CPD Field Ofice Director. |If the
agreement is not executed and returned to the Field Ofice
within 30 days, the Field Ofice and grantee nay need to
renegotiate the terns of the agreenment, since the program

i ncome, sales proceeds and resal es proceeds figures nmay be
out of date. See Paragraph Ill below for instructions on
distribution of the executed cl oseout letter. As shown in
the attached nodel, the cl oseout |etter agreenent shal
identify the grant being closed out, and include provisions
with respect to the follow ng:

(1) Identification of any closeout costs, contingent
liabilities or replacement reserves, subject to
paynment with HOPE 3 grant funds after the cl oseout
agreenent is signed;

(2) ldentification of any grant funds to be cancel ed by
HUD.

(3) ldentification of any sale or resal e proceeds, and,
where applicable, programincone in the possession of
the grantee at the tine the cl oseout agreenment is
si gned;

(4) Description of the grantee's responsibility after
cl oseout for conpliance with all programrequirenents,
certifications and assurances in using sale or resale
proceeds or programincone on deposit at the time the
cl oseout agreenent is signed and in using any other
remai ni ng HOPE 3 funds avail able for closeout costs and
contingent liabilities. HOPE 3 sal es proceeds and
programincone on hand at tine of closeout nust be used
for costs eligible under 24 CFR 572.135(a) and (c)
(sal es proceeds) and (d) (programincone). HOPE 3 sale
or resal e proceeds and program i ncone received after
cl oseout may be used for the activities described in 24
CFR 572.135, nmay be contributed to the HOVE | nvest nent
Part nershi ps Program (HOVE) as a cash matchi ng
contribution in accordance with the applicable HOVE
programrules, or nay be used for other affordable
housi ng activities approved by HUD and specified in the



The

cl oseout agreenent. NOTE: 50 percent of net resale
proceeds must continue to be returned to HUD

(5) The agreenent shall authorize nonitoring by HUD, and
shal | provide that findings of nonconpliance nmay be
taken into account by HUD, as unsatisfactory
performance of the grantee, in the consideration of any
future grant awards.

Term nati on of G ant

Grant assi stance provided under 24 CFR 572 nay be term nated
in whole or in part before the conpletion of the assisted
activities, in accordance with the provisions of 24 CFR Part
84 or Part 85, as applicable.

new obligations for the term nated portions after the

ef fective date, and shall cancel as many outstandi ng
obligations as possible. HUD may allow full credit to the
grantee for those portions of the obligations which could
not be cancel ed and which had been properly incurred by the
grantee in carrying out the activities before the

term nation. Proposals to term nate grants nust be
revi ewed and approved by the Ofice of Affordable Housing
Pr ogr ans. At a mininum grant termnination proposals

forwarded to Headquarters for review should include a
summary of the activities approved in the application, the
status of the grant, including units acquired and
transferred, match contributed, the reason(s) for the

term nation, etc., and the Field Ofice's reconmendation for
actions to be undertaken by the grantee to terninate the
grant.

Di stribution of Gant C oseout Documents

Upon receipt of the original and two copies of the executed
agreenment fromthe grantee, the Field Ofice shall retain
the original copy as the Field Ofice official file copy,
forward one copy of the cl oseout agreenment to the Field
Accounting Division (FAD) and a copy to the Ofice of

Af f ordabl e Housi ng Progranms, CPD, 451 7th Street, S.W, Room
7158, Washi ngton, DC 20410, Attention HOPE 3 Program |In

i nstances where HUD nust cancel any undi sbursed portion of
t he awarded grant (see paragraph Il. B. (3) above), Field
O fices nmust include a request to recapture the undisbursed
funds with the FAD s copy of the C oseout Agreenent.

Recor dkeepi ng Responsibilities

The Field Ofice will keep all records concerning HOPE 3
Program grants for three years fromthe date of closeout.
Each grantee shall retain records that clearly docunent its
performance for a period of three years fromthe date of

cl oseout of the HOPE 3 I npl enentation Program Grant.
Records with respect to sale and resal e proceeds shall be
mai nt ai ned for as |ong as such proceeds are received and
shall be retained for 3 years after the final proceeds have
been received. The date of closeout is the date the

cl oseout agreenent is executed by the Field Ofice CPD
Director.

Procedures for Returning Resale Proceeds and Ot her Funds to
HUD for Renmittance to the U S. Treasury



Remi tting Funds in Ambunts Less Than $2,000. Funds bei ng
remitted that are in amounts |ess than $2,000 may be
returned using the Departnent of Treasury Financial
Conmuni cati ons System (TFCS) described in this section or by
sendi ng a check payable to the Departnent of Housing and
Urban Devel opnent. |If funds are being remtted by check
reci pients should send the check to the appropriate HUD
Fiel d Accounting Division (FAD) at the address shown in
Attachnment B. The recipient should indicate the grant
nunmber, tax identification nunber, and property number, if
appl i cabl e, on the check and include the foll ow ng
information in a cover |etter acconpanying the check

(1) Grantee Nane

(2) A statenent that the funds are being remitted for the
HOPE 3 Program

(3) HOPE 3 grant nunber
(4) Tax ldentification Nunber (TIN)

(5) Explanation of remttance, e.g., net resale proceeds,
di sal |  owed costs, etc.

A copy of the letter should be sent to: HOPE 3 Program P.QO
Box 23997, L'Enfant Plaza Station, Washington, DC 20026.

Remtting funds in anpbunts greater than $2,000. Funds being
remtted in the amount of $2,000 or greater should be wred
to the U. S. Department of Treasury Financial Comrunications
System (TFCS). In order for funds and deposit messages to
be routed efficiently, all wire transfer nessages nust
conformto the sturctured format described bel ow

(1) ABA Nunmber 021030004
(2) Receiver Information: TREAS NYC CTR/ BNF=/ AC- (sel ect
appropriate HUD agency | ocation code from
Attachnent A)
(3) Third Party Information: HOPE 3 PROGRAM (Name of Reci pient)
Reci pi ent Grant Nunber, Recipient Tax
I dentification Nunber
(4) Explanation, e.g., net resale proceeds, disallowed costs, etc.
(5) ATTN. HOPE 3-CPD

Al wire transfers nust be renitted through the HOPE 3
recipient's local financial institution. If the |ocal
financial institution is not a menber of the TFCS, it nust
have a correspondent bank relationship with a menber bank
that will actually nake the wire transfer to Treasury.



ATTACHVENT A

HOPE FOR HOVEOWNERSHI P OF SI NGLE FAM LY HOMES PROGRAM
( HOPE 3)

| MPLEMENTATI ON GRANT
MODEL LETTER AGREEMENT FOR CLOSEQUT

[Date of Letter - date
si gned by HUD]

[ Aut horized Official of Gantee

Name of Grantee

Address of G antee]

RE: Letter Agreement for C oseout of HOPE 3
| npl enentati on Grant No.

Dear [Nane of Authorized Oficial of Gantee]:

The purpose of this letter is to set forth the terns and
condi ti ons under which HUD will close out the above referenced
grant. This letter is prepared pursuant to HUD Notice ,
HOPE 3 Program - Procedures for O osing Qut HOPE 3 Program
| npl enentation Grants, which is referred to in this letter as the
"Cl oseout Notice."

A. The originally approved HOPE 3 grant anmount for this
grant was . O that anpbunt, HUD has determ ned
pursuant to 24 CFR Part 572 and Paragraph 2. A. of the C oseout
Notice that the final allowable grant anpbunt (subject to
paragraphs F. and K of this letter) is

Therefore, grant funds in the amount of $ shal | be
cancel ed by HUD. The cancel ed anmount represents unexpended grant
funds in the anount of , and/or unall owabl e costs in
t he anmount of , Whi ch have been returned or repaid to

HUD i n accordance wi th Paragraph V. of the C oseout Noti ce.

B. Only the foll owi ng unexpended but all owabl e HOPE 3 grant
funds nay be drawn down fromthe G antee's HOPE 3 Treasury
Account and deposited in the Grantee's | ocal account after the
date of this letter. Such funds shall be drawn down and
di sbursed within 30 days of date of the Grantee's execution of
this letter as follows:

Amount

Unpai d O oseout Costs $
Contingent Liabilities $
Repl acenent Reserve Account $
Tot al $

C. HOPE 3 Program sal es proceeds in the amount of $ ,
and programincone in the anbunt of $ , Which were in the
Grantee's possession on or before the date of this letter shall
be used for eligible uses under 24 CFR 572.135(a) and (c) (sales
proceeds) and (d) (programincone). These eligible uses include
(to the extent provided for in the Grantee's HUD approved HOPE 3
application, including any anendrments thereto (the "Approved
Application")) additional homeownership opportunities eligible
under the HOPE 3 Program inprovenents to properties under the
HOPE 3 Program business opportunities for |owincone fanilies



participating in the HOPE 3 Program supportive services related
to the HOPE 3 program any other activity specifically provided
for in the Approved Application, and the follow ng additiona
actvities eligible under the HOPE 3 Program and hereby approved,
as follows:

D. HOPE 3 Programresale proceeds in the ampunt of $
in the possession of the Grantee on or before the date of this
letter and HOPE 3 Program sal e and/or resal e proceeds and program
i ncome received by the Grantee thereafter may be used for any
HOPE 3 eligible activity, any activity described in 24 CFR
572. 135, may be contributed to the HOVE | nvest nent Part nerships
Program (HOME) as a cash matching contribution in accordance with
t he applicable HOVE programrul es, or may be used for the
foll owm ng other affordable housing activities:

E. Fifty (50) percent of net resale proceeds received after
the date of this letter shall be returned to HUD, in the nmanner
descri bed in Paragraph V of the C oseout Noti ce.

F. To the extent that any funds paid with the HOPE 3
| npl enentati on Grant have not been audited, such funds are
subj ect to coverage in the next single audit performed in
accordance with 24 CFR Part 44. The grantee may be required to
repay HUD any disall owed costs based on the results of the audit.

G The grantee shall retain records that clearly docunent
its performance under the grant for a period of three years from
the date of this Agreenent. Records with respect to resale
proceeds shall be naintained for as |ong as such proceeds are
received and for three years thereafter. The grantee shal
annual |y provide the appropriate HUD Field Ofice with
i nfornati on on the anobunt of sales and resal e proceeds received
and expended, including the anmount of resale proceeds returned to
HUD.

H |If any provision of this Agreenment is held invalid, such
hol di ng shall not affect the validity of the renninder of the
Agr eenent .

I: This letter agreenent may be enforced by HUD by any
nmeans avail able by |aw or under 24 CFR Part 572.

J: This letter agreenment shall be executed in four
counterparts, each of which shall be deenmed to be an original
and such counterparts shall constitute one and the sane
i nstrument.

K. AUTHORI ZED OFFI CI AL'S CERTIFICATION: It is hereby
certified on behalf of the Grantee that, to the best of ny
know edge, all approved HOPE 3 Program activities undertaken wth
HOPE 3 I npl enentation Program grant and match funds provi ded
under the Grant Agreement have been carried out in accordance
with the grant agreenment and with all applicable |aws,
regul ati ons, and requirenents that govern the HOPE 3 Program
t hat proper provision has been nmade by the recipient for the
paynment of all unpaid costs and unsettled third-party clains; and
that every statenent and amount is true and correct as of this
dat e.



WARNING HUD will prosecute false clains and statenents.
Conviction may result in crimnal and/or civil penalties (18
U S. C 1001, 1010, 1012; 31 U S.C 329, 3802).

If you have any questions about this letter, please contact
of this office as soon as possible. Oherw se, please sign this
letter in the space provided below, indicating the Gantee's
acceptance of the ternms and conditions hereof, with thirty
days of the date hereof. |If this letter is not returned within
thiry days, you will need to provide new sal es proceeds, program

i ncome and resal e proceeds earned before cl oseout for paragraphs
C. and D. of this letter.

Si ncerely yours,
CPD Field Ofice Drector
ACCEPTED AND AGREED:

(Legal Nare of Recipient Entity)
BY:

(Signature of Authorized Oficial)

(Title)

[ Enpl oyer ldentification Number (EIN)
of Recipient Entity]
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