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CHAPTER 10. ALTERNATIVE USES OF FEDERALLY- CONVEYED URBAN HOVESTEADI NG

10-1.

10- 2.

PROPERTY

AUTHCRI ZATI ON TO APPROVE ALTERNATI VE USE PROPOSALS

A

Rationale. Alternative uses for homesteading properties shall be
allowed only as a last resort, where honesteading the property
has becone infeasible. |In appropriate cases, the Field Ofice
may approve proposals for alternative property usage as descri bed
bel ow. Before an alternative use is approved, however, a LUHA
must denonstrate to the Field Ofice that it has nmade a good
faith effort to honestead the property (i.e., repeated attenpts
to find a honesteader have failed), or the property nust be in
such poor condition (usually sufficient to justify loca
condemati on on grounds of imm nent danger to health or safety)
that homest eadi ng obvi ously woul d be inpossible. Alternative use
requests should be infrequent, since each LUHA is responsible for
i nspecting each property prior to acquisition to deternine the
feasibility of rehabilitation and the marketability of each
property. LUHAs are al so responsi ble for conveying each property
to a honmesteader within one year of receiving title, pursuant to
24 CFR 590. 7(b) (3).

Repeat ed requests to be relieved of the honesteadi ng obligation
woul d indicate that deficiencies exist in the LUHA s procedures
for property selection, inspection, and honesteader sel ection or
rehabilitation financing nethods, and appropriate corrective
actions should be taken pursuant to 24 CFR 590.21 or 590. 29-31.

Aut hori zation. The Field Ofice Manager is authorized to approve
alternative use proposals for federally conveyed properties only
when he/ she determ nes that homesteading the property is

i nfeasible and the alternative use is consistent with the
coordi nat ed approach toward nei ghborhood i nprovenents for the
honest eadi ng nei ghbor hood.

ALTERNATI VE PROPERTY USES

After ensuring that homesteading the property is infeasible, the nost
i mportant consideration in approving an alternative use is to
determine if the proposed use is consistent with the plan to achieve
a coordi nated approach toward nei ghborhood i nprovenent for the

honest eadi ng nei ghbor hood devel oped pursuant to 24 CFR 590.7(a). The
foll owi ng gui delines should be followed by the U ban Honesteadi ng
Coordi nator in making decisions related to alternative property uses.

A

Alternative Use of Structure. Exanples of alternative structure
use which would norrmally further nei ghborhood i nprovenent include
a community center, a day care center, a recreation center, a
tenmporary shelter for the honel ess or other simlar types of

uses.
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The locality should al so show that funds are available to
rehabilitate and convert the property to such use. |If
alternative uses of these types cannot be instituted, the options
listed bel ow may be considered. Wen considering requests for a
alternative use involving rehabilitation and conversion

coordi nators shoul d request information explaining why a
structure sound enough to warrant rehabilitation for alternative
use is unsuitable for honmesteading, e.g., a location not suitable
for residential use.

B. Denplition of the Structure. Denvolition of an existing
structure, by the LUHA or the transferee, can only be approved
when an approvabl e alternative use for the land is submitted with
the denolition proposal. (See paragraph 10-3 B.3.) Exanples of
alternative uses for the land include, but are not limted to, a
park, a playground, a site for a comunity swi nmr ng pool, new
construction of |owinconme housing, or sale to the adjacent
honeowners. A condition of approval for denolition nust require
the locality or transferee to level the land, if the site cannot
be prepared for the alternative use imediately. This precludes
the existence of an unsightly or hazardous vacant lot in the
interimperiod. However, |and banking w thout definite plans for
appropriate conmmunity or econonic devel opment in the i mediate
future is not an acceptable alternative use. The responsibility
for financing property denolition and/or any alternative use
rests with the LUHA and its transferee, if any. Section 8.10
funds cannot be used for funding these activities.

C. Sale of the Property by the Locality. |If the LUHA wi shes to sel
the property which cannot be honesteaded, or a vacant | ot
resulting fromdenolition of a house, and a deternmination is nade
that the sale would result in the furtherance of the locality's
coordi nat ed approach to nei ghborhood i nprovenment, then sale of
the property m ght be an approvable option. However, sale or
transfer for the purpose of rehabilitation and residential reuse
is not an approvable option. Such a sale indicates that
honest eadi ng the property woul d be feasible.

VWere sale is an approvable option, the property should be sold
at a price which reflects the current fair market value at the
time of sale. A sale price belowthe fair market val ue, should
be considered only if the sale is nmade to another public agency
or a nonprofit organization with an established, operating
program whi ch woul d use the property to the benefit of the

nei ghborhood, i.e., a tenporary shelter for the honel ess, day
care center, a conmunity or nei ghborhood center, etc. Such a
sal e should only be allowed where it is clearly in the best
interest of all parties involved in or affected by the
transacti on.

The transfer or sale of a federally conveyed property in no way
affects the 810 fund all ocati on except where the LUHA has
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intentionally or negligently converted, rented or sold a property
wi t hout HUD approval (See 24 CFR 590.31(e)).

1. Use of and Accounting for Proceeds (Program | ncone).
Proceeds received froma sale nust be used by the LUHA in its
honest eadi ng program for rehabilitation financing for forner
federal | y-owned or |ocally-owned honest eadi ng properties, to
acquire nore properties for honesteadi ng, or nei ghborhood
i mprovenents or simlar public facilities or services
directly benefitting a homestead property. Proceeds received
fromthe sale of a property homesteaded previously, in which
the rehabilitation was financed by a Section 312 | oan, nust
be refunded to HUD and applied to the Section 312 debt before
being applied to other activities noted previously. Proceeds
may not be used to offset administrative costs. The LUHA is
required to account for the receipt and expenditure of this
programincone (not only the initial use, but also reuses of
these funds) as long as the LUHA continues to have an
approved honesteadi ng program Only when a LUHA is cl osed
out will it be relieved of its obligation with respect to the
accounting for and use of programincone.

D. Reconveyance of Property to HUD, VA or FnHA. HUD is not nornally
aut horized to accept the reconveyance of urban honesteadi ng
properties. An exception may be nmade for HUD properties when it
can be clearly denonstrated that the LUHA nade its sel ection
based upon erroneous information provided to it by HUD. This is
generally linmted to the existence of unknown, severe structura
damage to a property prior to conveyance. Detection and
reconveyance woul d be expected to take place within 90 days of
the transfer date of the property fromHUD to the locality.

Thi s exception does not apply for VA and FrnHA properties which
may not be reconveyed.

E. Control and Mnitoring. Wen an alternative use is approved
whi ch invol ves continued public ownership, appropriate controls
nust be inposed by the LUHA to ensure that the alternative use
will be for the approved purpose. The Urban Honesteadi ng
Coordi nator should review the controls and nonitor the programto
confirm proper inplenentation. Wen the alternative use includes
sal e of the property, appropriate. covenants shoul d be placed on
the deed to assure inplenentation of the approved use for a
reasonabl e period of tine, e.g., 5 years.

F. Unauthorized Alternative Use of a Property. |If a LUHA takes an
action not authorized according to these procedures, repaynent to
HUD shal |l be nade for either the anount of conpensation the LUHA
received if a sale or rental occurred, or the anount of Section
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10- 3.

A

funds spent for the property, as appropriate, pursuant to 24 CFR
590.31(e). |If there is an existing Section 312 debt, disposition
wi Il be handl ed on a case by case basis by Headquarters.

An action that would warrant repaynent woul d be, defined as one
that is within the LUHA' s control. For exanple, if a

honest eadi ng property deteriorates because of a LUHA's inability
to find a homesteader due to poor property selection initially or
by neglect fromthe LUHA then that is within the LUHA's control

I f an adequately secured and insured honestead property should be
damaged by fire to the extent that condemation is required, then
that is beyond the LUHA's control and repaynent woul d not be
required. Proceeds frominsurance benefits shall be handl ed as
program i ncone (See paragraph 10-2.C. 1).

When repaynment is required, the Urban Honesteadi ng Coordi nator
shal |l prepare a letter for the Field Ofice Manager's signature,
or designee, requesting repaynment and citing circunstances under
which the request is nade. A copy of the letter requesting
repaynment nust be sent to the RAD for recording a receivable.
Repaynents shall be made in accordance with Chapter 6, paragraph
6-1, E.

REQUESTI NG AND APPROVI NG ALTERNATI VE USES

LUHAs are to submit the following infornmation to request an
alternate property use:

1. the address of the affected property;

2. an explanation of what steps the LUHA has taken toward
honest eadi ng t he property;

3. an explanation of what steps the LUHA has taken to protect
and insure the property after receiving ownership of it;

4. an explanation of why the LUHA consi ders honest eadi ng
infeasible with respect to the property;

5. a statenment of the proposed alternative use and howit is
consistent with the coordinated approach toward nei ghborhood
i mprovenent for the urban honesteadi ng area

6. the estimated fair market value of the property inits
present condition and the estinmated net proceeds to be
received fromthe disposition of the property, if any; and



7. a statenent that the LUHA is authorized under State and | oca
| aw to undertake the proposed alternative use.
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B. Inreviewing a LUHA's request for alternative use, the Urban
Honest eadi ng Coor di nator nust be sure that:

1. the LUHA has attenpted to homestead the property. This
requires denonstrating to HUD that the property is not
mar ket abl e for honesteading. At a mnimumthe LUHA nust have
entered the property in tw selection rounds to match
honest eaders to the property and been turned down by severa
potential applicants. 1In this instance, the, LUHA nust
denonstrate that it has attenpted to reach non-priority
applicants in addition to the priority applicants before
requesting an alternative use for the property. |If there is
a breach of an existing Homesteader Agreement, the LUHA nust
denmonstrate that it has attenpted to find a successor
honest eader for the property who can assunme the existing
rehabilitation | oan.

2. the property cannot be honmesteaded because its physica
condition is such that homesteading is obviously inpossible.
This could include severe structural, fire, or termte
damage, mmj or vandalism or other conditions making the
property an i mredi ate danger to health and safety. These
condi ti ons nust have been beyond the LUHA's control. If not,
see paragraph 3.a. bel ow.

3. where denpblition is proposed, an approvable alternative use.
for the vacant land is submtted also in accordance with
paragraph 10-2, B. Careful consideration should be given to
approving requests for denolition. A LUHA nay nmake a poor
property selection initially, or a property nay be held in
inventory for an extended period, after which tine it is so
deteriorated and vandal i zed that costs to repair are
prohi bitive for honmesteaders and there can be no alternative
use for the structure, but denolition

a. |If denolition is required because the LUHA did not act
responsi bly to honestead the property after acquisition
by securing one or nore honesteaders as necessary to
comply with Paragraph 5, of the Urban Honesteadi ng
Program Partici pati on Agreenent (Appendix 4), or by
i nspecting properties prior to taking title and securing
and managi ng properties after acquisition, the Section
810 account shall be reinbursed pursuant to 24 CFR
590. 31(e).

b. If denolition is required due to no fault of the LUHA



i.e., fire, the Urban Honesteadi ng Coordi nator shal
advise the LUHA to attenpt to sell the property and
di spose of proceeds in accordance w th paragraph 10-2, C
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4. where sale of a property is proposed, it nust result in the
furtherance of the locality's coordinated approach to
nei ghbor hood i nprovement, and the LUHA is prepared to account
for the sal es proceeds as programincone. The sale or
transfer for the purpose of residential reuse is not an
approvabl e opti on.

If the request is approvable, the Urban Honesteadi ng Coordi nator

shal |l prepare a letter to the LUHA for the Field Ofice Manager's
signature stating that the proposed action is authorized and any

conditions as noted in paragraph 10-2, E., Control and

Moni toring, shall be inposed as a condition of the approval

If the request is not approvable, the U ban Honesteadi ng

Coordi nator shall prepare a letter for the Field Ofice Manager's
signature stating the reasons for the di sapproval and any further
requi renents, as applicable, that may be inposed.

A copy of the approval or disapproval letter shall be sent to the
Regional Director for CPD and to the Director, Urban Honesteadi ng
Program Rehabilitation Loans and Honesteadi ng Di vi sion

Headquart ers.
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