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Subject:  Owner-Occupant Purchaser Certifications Single Family

          Property Disposition

As you know, the purpose of the Single Family Property

Disposition Sales Program is to reduce the inventory of acquired

properties in a manner that expands homeownership opportunities,

strengthens neighborhoods and communities, and ensures a maximum

return to the mortgage insurance fund.  While both owner-occupant

and investor purchasers may purchase HUD-owned properties, HUD's

sales procedures are structured to enhance opportunities for

owner-occupant purchasers.  There have, nonetheless, been cases

of alleged abuse where investors may have misrepresented

themselves as owner-occupants when bidding on HUD-owned

properties.

In view of the Department's concern about the alleged abuse

and because HUD is not in a position to determine the integrity

or intention of every prospective purchaser, it has become

necessary to implement two new requirements in connection with

individual owner-occupant sales.  For clarification, nonprofit

organizations and units of local governments are not subject to

these new requirements.  The new requirements relate only to

individual owner-occupant purchasers.

Effective 30 days after the date of this Notice, individual

owner-occupants will be required to certify on an addendum to the

sales contract that they have not purchased a HUD-owned property

within the past 24 months as an owner-occupant and that their

offer is being submitted with the representation that they will

occupy the property as their primary residence for at least 12

months.  In addition, the selling broker must certify that he/she

has not knowingly submitted the offer on behalf of an investor

purchaser and has discussed the penalties for false certification

with the purchaser.  The certifications are required for both

insured and uninsured sales.

HSIP:   Distribution:  W-3-1, W-2(OGC)(H)(Z), W-3(A)H)(ZAOO), W-4(H), R-1, R-2,
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Attached is a copy of the "Individual Owner-Occupant

Certification" addendum that must be used.  The certification

must be signed by both the purchasers and the broker and

submitted with the sales contract along with any other required

addenda.  If an individual owner-occupant purchaser does not

submit the required addendum, the sales offer is to be considered

as an investor offer.

You must apprise brokers and purchasers of these new

requirements and certifications via your informational packages

and industry meetings.  By implementing these new requirements,

the Department is hopeful that it can increase homeownership

opportunities for owner-occupants by reducing the number of HUD-owned

properties purchased by investors under the guise of owner-occupants.

Should you find that an addendum has been falsely certified,

local offices are to pursue a Limited Denial of Participation in

consultation with local HUD Counsel and consider referring the

matter to the Inspector General for further investigation. in

flagrant situations, such as where an individual has submitted

false certifications on multiple property sales, local offices

must recommend debarment and refer the matter to the Inspector

General.

Outstanding procedures require purchasers of HUD-owned

properties to check a box in Item #8 of the HUD-9548, Sales

Contract, dated 9/96, which indicates whether the purchaser is an

owner-occupant or investor.  Purchasers are still required to

complete this item.

In addition, Item O. of the sales contract dated, 9/96,

contains a warning to anyone who makes a false statement that he

or she may be subject to a fine of not more than $5,000 or

imprisoned for up to two years, or both.  The language in the

sales contract is being changed to reflect the current law which

provides for a fine not to exceed $250,000 and/or a prison

sentence of not more than two years.

Please be reminded of the monitoring suggestions provided in

John Coonts' memorandum dated December 17, 1996.  Local offices

should be monitoring cases where the prospective purchasers have

indicated that they will occupy the property as their primary

residence.  For instance, entry in the CMOA screen of a Social

Security Number for the purchaser of a property will lead to the

name of the purchaser being entered by SAMS if the Social

Security Number has been previously entered on this screen. If

this occurs, the local office can produce, a list of the case
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numbers for the properties purchased by that purchaser and

identify whether the purchaser bought as an owner-occupant or

an investor.  This list would be produced by a specially

designed SAMS QLIST report.  If an office wants such a report,

the office may want to consult the SAMS Help Desk for technical

assistance in developing it.

Local offices may also monitor cases by checking the

Insurance In Force and Claims Systems to determine if the

purchaser has any FHA mortgages and by talking to the prospective

purchaser if there is any question. In addition, local offices

may wish to explore the feasibility of obtaining credit reports

and accessing local government records to determine if

prospective purchasers already own property.  As indicated above,

should alleged cases of abuse surface, local offices should

recommend a Limited Denial of Participation in consultation with

local HUD Counsel.

Also, sales outreach seminars should include a module

addressing the issue of false certifications and alleged owner-

occupant abuse.  It should be made clear to prospective

purchasers, brokers and lenders that falsely representing oneself

or one's buyer as an owner-occupant instead of an investor may

constitute fraud and may be subject to a fine, imprisonment or

administrative sanctions.

Please note that the Department is considering further action

where FHA insurance is involved.  Such action may include

requiring the purchaser to buy-down the mortgage or having the

lender to accelerate payment of the mortgage.  Further guidance

will be provided when a decision has been made.

If you have any questions, please contact Kitty M. Woodley,

Director, Single Family Property Disposition Division, at 202-708-0740.

                         Nicolas P. Retsinas

                         Assistant Secretary for Housing-

                         Federal Housing Commissioner
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