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14-1.

14- 2.

CHAPTER 14. - CLOSE- OUT PRCCEDURES
[ NI TI ATl ON
Cl ose-out proceedi ngs shall begin when one or nore of the foll ow ng
occurs:
A. the LUHA determines that it does not have continuing

adm nistrative or legal capacity to carry out the programin a
timely or cost-effective manner, or otherw se decides that it
does not want to participate (voluntary cl oseout);

HUD term nates the LUHA' s program because the LUHA' s perfornmance
does not neet the standards specified in 24 CFR 590.29(a); or

HUD term nates the LUHA' s program because the LUHA did not
acquire any federally owned properties in the previous two
Federal fiscal years and because |ocal narket conditions
denonstrate that an insufficient nunber of affordable,
federal |l y-owned properties is likely to be available for the
next fiscal year

| MPLEMENTATI ON

A

The Field O fice Manager will notify the LUHA that close-out

wi Il occur for any one of the reasons stated in paragraph 14-1.
No cl ose out nmay occur unless all properties have been
conditionally conveyed to honmesteaders. |In cases of involuntary
term nation, the LUHA shall be provided an opportunity to
present argunents within 30 cal endar days for continuation in
the program

If the Field Ofice Manager deci des agai nst close-out after
receipt of the locality's rebuttal in accordance with paragraph
14-2 A. above, the Manager shall wite to the locality

speci fying conditions and a schedul e for inplenentation of
actions to remedy programdeficiencies. |f the LUHA has been
inactive for two or nore years and chooses to reactivate its
programinstead of closing out, the applicant's application nust
be updated to reflect the current situation and reviewed by the
Field Ofice, pursuant to Chapter 4, paragraph 4-6.

If the Field Ofice Manager decides to proceed with close-out,
the Manager shall take the foll owi ng steps.

1. Request the LUHA to provide the following on all federa
properties acquired with Section 810 funds:

a. a report on all properties that were conveyed fee sinple
to honesteaders prior to inplementation of the UHPM S in
FY 1986 if they were not originally input into the
system The report shall include:
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(1) property address;

(2) Section 810 drawdown anount;

(3) date of transfer from Federal Agency to LUHA

(4) date of conditional conveyance from LUHA to
honest eader ;

(5) date of final conveyance (if the honesteader has
met all program requirenents

(6) disposition of property other than homesteadi ng,
date of HUD approval, and alternative use

updated UHPM S Quarterly Property and Progress Reports
for all properties that have not been conveyed fee

si mpl e;

an audit. The LUHA shall be audited in accordance with
24 CFR Part 44, Non-Federal Governnental Audit

Requi rements whi ch establishes Single Audit Act
requirenments in accordance with OVMB Circular A-128. All
findings shall be answered by the LUHA. The audit is an
el i gi bl e CDBG admi ni strative cost for the Urban

Honest eadi ng Program under 24 CFR 570. 206(e).

HUD reserves the authority to conduct its own audit of a
LUHA, if needed, on a case-by-case basis. |f a HUD
Field Ofice becones aware of irregularities in the

adm ni stration of the Urban Honesteadi ng Program an
audit shall be requested. A specific audit nore

ext ensi ve than the organi zati on-wi de audit under 24 CFR
Part 44 will provide HUD access to all books, accounts,
records, reports, files and other papers or property
pertaining to the locality's program

2. Request the LUHA to prepare a plan for managi ng the program
after closeout which shall contain:

a.

the nane, title, office and tel ephone nunber of contact
person responsi bl e for oversight; and

a schedul e for conpl etion of homesteading activities on
properties not yet conveyed fee sinple, or for which
alternative use conditions have not yet began satisfied.

D. The CPD Director shall wite to the HUD property disposition
of fice and VA and/or FnHA property nanagenment offices invol ved
with the LUHA to informthem of the inpending close-out, and
request the suspension of all future property transfers to the
LUHA, as well as the further notification of avail able
properties noted in Chapter 7, paragraph 7-2, and Chapter 8,
par agr aph 8- 3.
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14- 3.

The CPD Director shall request Fromthe Director, Post |nsurance
Di vi sion, OFA, Headquarters, a list of properties acquired by
the LUHA prior to Cctober 1, 1983, if applicable. The list

shall contain the FHA, VA or FnHA case nunber, property address,
and val ue charged agai nst the Section 810 account for the

property.

The Urban Honest eadi ng Coordi nator shall furnish a list of
properties, as appropriate, acquired on or after Cctober 1, 1983
to the RAD for confirmation of the value charged to the Section
810 account for each property. This list should be based on

i n-house Field Ofice docunents, i.e., HUD 718's, property

cl osi ng docunents, etc.

The Urban Honmest eadi ng Coordi nator shall review the information
received fromthe LUHA, the RAD, and any LUHA responses to
findings, along with HUD nonitoring reports and ot her
correspondence with the LUHA, resolve any discrepancies in data
and accounting; and note any findings which require further
action by the LUHA prior to close-out. (The Urban Honesteadi ng
Coordi nator may need to contact the HUD, VA, and/or FrmHA
property disposition offices to resolve discrepancies, if any.)

The CPD Director shall, if necessary, arrange a neeting with the
LUHA and local officials to discuss the findings of the U ban
Honest eadi ng Coor di nat or and deci de equitabl e nmethods and
schedul es for resol utions.

CLOSE- QUT CONDI TI ONS

A

After the Urban Honesteadi ng Coordinator's cl ose-out review, the
Field Ofice Manager shall send a letter of conpletion to the
Chi ef Executive Oficer of the locality notifying hinfher of

cl ose-out of the program

The letter of conpletion shall contain conditions for unnet
obligations which may or may not be linmted to the foll ow ng:

1. identification and resolution of any nonitoring findings or
of any findings froma subsequent Circular A-128 audit;

2. reporting requirements on the progress of inplenmenting
actions to correct findings;

3. areference to the LUHA's obligation to nonitor the
m | estones of properties frominitial conveyance to the
locality through final conveyance to the honesteaders and to
report to HUD on the UHPM S Quarterly Progress Report (see

Appendi x 6);



4. a reference to the LUHA' s obligations tinder its nmanagenent
plan until fee sinple title to all properties has been
conveyed;
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5. a statenment that the LUHA nust take whatever action is
necessary to enforce the existing Honesteadi ng Agreenment and
to conplete fee sinple conveyance to honesteaders or to
successor honesteaders, or to obtain approval for
alternative use fromHUD for properties conveyed to the LUHA
for honesteading prior to close-out; and

6. a statenment that flood insurance coverage for affected
property owners nust be nmintained for the nandatory period,
where the latter extends beyond a "close-out” or conpletion

A copy of the letter shall be sent to the Director of the Urban
Honest eadi ng Program Rehabilitation Loans and Honest eadi ng
Di vi si on, Headquarters.

14-4. RESPONSI BI LI TTES OF LUHA AFTER RECEI PT OF LETTER OF COVPLETI ON

A

Notwi t hst anding the LUHA's responsibilities for fulfilling all
requirenents as a result of conditions inposed on the initia
|l etter of conpletion, the LUHA is responsible for continued
moni toring of the Honesteader Agreenent w th honesteaders,
including their being current on the rehabilitation financing
and assuring that the honmesteader is in residency for the
remai nder of the 5-year period.

If there is any material breach by the homesteader of the
Honest eader Agreenent after HUD has issued the letter to the
LUHA, the LUHA shall attenpt to work with the homesteader for
resolution. If resolution cannot occur with the origina

honest eader the LUHA shall notify the Urban Honesteadi ng

Coordi nator requesting relief fromits obligation to seek

anot her homest eader for a new residency termunder 24 CFR Part
590.7(c). The LUHA shall explain the circunmstances of the
breach of the Honmesteader Agreenent, its efforts for resolution
whet her anot her honest eader can assunme the responsibilities of
the property for the remaining residency requirenment of the
ori gi nal honesteader if nore than two years (see Chapter 3,
paragraph 3-1, 1), or identify an alternative use for the
property (See Chapter 10). (The LUHA will continue to be liable
for the physical condition of the property.)

The Field O fice Manager will respond to the request for relief
within 30 days of receipt. The HUD Ofice may grant the LUHA's
request or reconmend another alternative.



14-5.

FI NAL CLOSE- QUT LETTER

If there are no conditions, the initial letter of conpletion shal
constitute the final close-out letter, and should be so designated
as the final closeout letter. Oherwise, a final close-out letter
shall be sent fromthe Field Ofice Manager to the Chief Executive
Oficer
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when the LUHA nmeets all conditions of the initial letter of
conpletion. (This could possibly be five years or nore after the
initial letter of conpletion.) A copy shall be sent to the Director,
Urban Honest eadi ng Program Rehabilitation Loans and Honest eadi ng

Di vi sion, CPD, Headquarters.
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