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CHAPTER 6. PROVI DI NG FUNDS FOR HUD- APPROVED URBAN
HOVESTEADI NG PROGRAMS

6-1. FUND CONTRCL

A

Al l ot ment, Assignment, and Subassi gnment Stages. Section 810
funds will be allotted to the Assistant Secretary for CPD at thee
begi nning of each fiscal year by the Departnent Budget O fice
using a HUD- 158, Advice of Allotnment. This will include the new
apportionnent as well as funds not obligated during the previous
fiscal year. The Assistant Secretary will assign funds using a
HUD- 185, Regional Fund and Contract Authority Assignnent
(Appendi x 9), validated by OFA to each Regional Ofice. The
Regional O fice in turn will subassign funds using a HUD 185.1
Regi onal Fund and Contract Authority Subassignment (Appendi x 10)
validated by RAD to each Field Ofice. A flow chart, Urban
Honest eadi ng Program Fund Control Procedures, is shown in
Appendi x 12, and HUD- 40074, Tracking Guide for HUD- 718, is shown
in Appendi x 13.

Property Reservation stage (HUD-718). Prior to acquisition of
any properties by the LUHA, the Urban Honesteadi ng Coordi nator
shall annually transmt a copy of the executed Urban Honesteadi ng
Program Partici pati on Agreenent and approval letter to the RAD
for filing in the related programfile.

The Field Ofice will reserve funds for LUHAs on a first-cone,
first-served basis except for the tenporary 60-day allocation for
LUHAs, referenced in paragraph 6-3 C. of this Handbook. The LUHA
requests a property utilizing a HUD 40050, Verification of Fund
Avail ability (Appendix 14). The U ban Homest eadi ng Coordi nat or
shall confirmthe eligibility and prepare a HUD 718, Funds
Reservation and Contract Authority (Appendix 11) for each
property that the LUHA identifies for potential acquisition

Use of the HUD 718 ensures that obligations and expenditures do
not exceed the amount of Section 810 funds needed to acquire
properties. The HUD- 718 reserves an anount for a specific
property for reinbursing the VA, FnHA, FHA, or the Section 312
Rehabilitati on Loan Fund, as appropriate.

A single HUD 718 can be prepared for a bul k (group) package of
properties, if the closings on all properties within the package
will occur on the sane day. Qherw se, a separate HUD- 718 nust
be prepared for each individual property, even though the Federa
Agency may have offered the properties at the same tine and the
LUHA nay have accepted thorn on the sanme day.

The HUD- 718 nerely reserves funds for the future acquisition and
obligation of funds for a specific property. The obligation of
funds does not occur until the property closing or settlenent is
hel d and the cl osing docunments (used as source docunents for
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C

rei mbursenent to the appropriate Federal Agency) are received by
the RAD. (See itemC. below.) The HUD- 718 docunent wll be
prepared in an original and one copy for the CPD Director's
signature and will show the current fiscal year project number in
bl ock 1B under which the reservation was nmade. The ori gi nal

HUD- 718 and copy together with a copy of the HUD 40050 fromthe
LUHA are transnmitted to the RAD. The acquisition price plus good
faith estimate of the closing costs of the property listed on the
HUD- 40050 are to be listed in block 5E of the HUD-718. The RAD
will indicate in block 10 of the HUD 718 whether there are
sufficient funds available for transferring the property. The
RAD retains the copy for the project file and the original is
returned to the Urban Homest eadi ng Coordi nator within five

cal endar days. The Urban Homest eadi ng Coordi nator shall notify
the VA, FnHA, or Property Disposition (PD) in Housing, as
appropriate, and the LUHA confirm ng that funds have been
reserved so closing can proceed. This notification shall state
the specific Section 810 anpbunt, and the address of the property.
A copy of the executed HUD- 718 shall be enclosed. The RAD
records the anount indicated on the HUD- 718, block F, in the PAS.

Not e: For internal accounting purposes only, the RAD will add
an al pha-suffix to the LUHA project nunber to identify
the source of property in PAS. The identifying
characters are:

F=FHA

V=VA

H=FrmHA
R=Section 312
M=M scel | aneous

Contract and Disbursement (Transfer of Funds) Stage
1. HUD held properties

When a HUD-hel d property is transferred to the LUHA, the
customary cl osi ng docunents HUD 9589, Transmittal of C osing
I nformati on (Appendix 15), and HUD-1, Settlenent Statenent
(Appendi x 16) are prepared by the PD staff. The anount of
Urban Honest eading funds to be transferred to the FHA Fund or
the Section 312 Rehabilitation Loan Fund is indicated on the
reverse side of the HUD-9589 block 5, line 4 (see Chapter 7,
paragraph 7-5). A closing rmust not be held unless the anmount
of funds reserved as shown on the HUD- 718 is equal to or
greater than the anount to be transferred to the HA fund or
the Section 312 Rehabilitation Loan Fund. |f the anount
shown on the HUD-9581 s greater than the anmount shown on the
HUD- 713, LUHA staff should notify the Urban Honesteadi ng
Coordi nator imrediately, and a revised HUD- 718 will be
prepared by the Urban Honesteadi ng Coordi nator and sent to
the RAD for
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validation. After closing it is the responsibility of the PD
staff to route a copy of the closing docunents, (HUD-1 and
HUD- 9589) to the Urban Honesteadi ng Coordi nator, who wll
attach a copy of the executed HUD 718 or revised HUD 718, if
appropriate for the property, and imrediately forward these
forns to the RAD. Upon receipt of the closing docunents, RAD
will record the obligation of funds in PAS. RAD wil|

transfer or disbhurse the funds to the FHA Fund (86X4070) or
the Section 312 fund (86X4036) on the basis of the transfer
docunent. Executed fornms HUD- 718, HUD-9589 and the HUD- 1
will serve to support the RAD transfer docunent, SF-1081
Voucher and Schedul e of Wthdrawal s and Credits.

2. \Veterans Adnministration (VA) and Farners Home Adninistration
(FrHA)

When VA and FnHA properties are being transferred, the steps
related to reservations for properties remain as explained in
par agraph B. above. Again, a closing nust not be held unless
the anmobunt of funds reserved on the HUD-718 is equal to or
greater than the actual acquisition and closing costs shown
on the VA FnHA cl osi ng docunents. If it is not, the LUHA
shoul d i medi ately request the Urban Honmest eadi ng Coordi nat or
to obtain a RAD-validated HUD- 718 for the correct anount
prior to closing. The VA or FnHA shall forward its closing
docunents i medi ately to the Urban Honesteadi ng Coordi nator
for review. The Urban Honesteadi ng Coordinator will then
prepare a Standard Form 1034, Public Voucher For Purchases
and Services other than Personal (Appendix 17), a HUD- 40075,
Costs Chargeable to Section 810 for VA FnHA Properties
(Appendi x 18), the closing docunents, and an executed copy of
the HUD- 718 show ng the amount of funds that were reserved by
the RAD for the VA/FnHA property being transferred to the
LUHA. The Urban Homest eadi ng Coordi nator nay prepare a
Standard Form 1034 to cover nore than one set of closing
papers, if all closings took place within the sanme nonth.

The RAD wi || process the paynment to the VA or FnHA and record
the obligation and di sbursenent in PAS

Cancel | ati on of Unused Reservation of Funds (HUD-718). When a
reservation for a specific property or a portion thereof is not
used within the tinme period specified in 24 CFR 590.17(c) or

590. 18(d), it shall be the responsibility of the U ban

Honest eadi ng Coordinator to review the reasons for the delay, and
if closing will not occur in a reasonable tine, to prepare a

HUD- 718 either decreasing a portion of a reservation to the
amount used, or cancelling a whole reservation. Upon receipt of
the HUD- 718, RAD will record the decrease or cancellation.
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E. LUHA Repaynment to Section 810 Account. Wien it is necessary for

a a

LUHA to reinmburse the Section 810 account (see Chapter 10

paragraph 10-2, F., and Chapter 13, paragraph 13-2, B.3.), the
LUHA shal | :

1

(Regul ar Program -- RAD Account) -- send a letter to the
Urban Honest eadi ng Coordinator in the Field Ofice providing
the Section 312/ FHA/ VA FnHA case nunber, as appropriate,
address of the property, acquisition date, amount charged to
the Section 810 account for acquisition of the property, the
anount of reinbursenent to HUD, the circumnmstances tinder

whi ch the rei nbursenent is being made, and the LUHA' s program
nunber. A copy of the letter shall be sent to the RAD and to
the Director, Urban Homesteadi ng Programin Headquarters.

(Local Property Denonstration -- Headquarters Account)

-- send a letter to the Director, U ban Honmesteadi ng Program
in Headquarters, providing the | ocal property case nunber and
other requisite information as noted above. A copy of the
|etter shall be sent to the Urban Honesteadi ng Coordinator in
the Field Ofice.

(Rem ttances under $1,000.00) -- send a check to the RAD nade
payable to the U S. Departnent of Housing and Urban
Devel opnent (see paragraph 1 above).

(Rem ttances of $1,000.00 or nore) -- wire funds to the
Treasury for credit to the RAD s account or to the
Headquarters' account (see paragraph 1 above) utilizing the
Treasury Financial Comunications System (TFCS). A list of
HUD agency | ocation codes which corresponds to the
appropriate accounting office is contained in Appendi x 19.

a. The LUHA nust furnish the financial institution nmaking
the funds transfer with the following information

Treasury Department Code: 021030004
(This itemis constant.)

Amount: $ (I'ncl ude appropriate
punctuation, including dollar sign and
cents, e.g., $1,000.00.)

Treasury Departnment Nane, Agency Location, Code,
Agency Name: (These itens are, conputer read and
must appear in this precise manner.)

EXAMPLE: TREAS NYC/ (86010301) HUD-PH L PA
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Third Party Information: (This item provides
i nformati on needed by the accounting office to
identify the LUHA's account to be credited.)

EXAMPLE: Urban Honest ead- Regul ar Pr ogrant

Phi | adel phia, Pa. - Project H37UH420001PHL

- Rei mburse | nproper Use of Property-$15, 100. 00 Acct.
86X0171/ Excess Charge-$8, 000. 00 Acct. 863220

EXAMPLE: Urban Honest ead- Deno/ Harri sburg, Pa.
Proj ect H35UL420013HAR LOC 8600H052 Excess
drawdown- $10, 000. 00 Acct. 86X0171/ I nt erest
-$18. 20 Acct. 861435

NOTE: - Funds returned to rei nburse the Section
810 account are credited to Acct. 86X0171.

- Funds returned in excess of the anobunt to
rei mburse the Section 810 account are
credited to Acct. 863220 (general fund
proprietary receipts - not otherw se
classified).

- Interest earned on funds on deposit in a
financial institution are credited to
Acct. 861435.

F. Individuals Authorized to Sign Docunents Routed to Regi ona
Account Division (RAD).

It will be the responsibility of each Field Ofice Manager to
provi de speci men signatures of the individuals who are authorized
to sign documents that are routed to RAD for processing. Wen an
individual is no |onger authorized to sign docunments, the RAD
nmust be advi sed.

6-2. FUNDI NG ASSESSMVENTS

A.  The fundi ng needs and allocation process will begin at |east 60
days prior to the end of the Federal fiscal year as foll ows:

1. The active LUHAs will make annual funding |level requests in
their annual requests for program participation no |ater than
August 1 (see paragraph 4-7 A).

2. The Urban Homest eadi ng Coordi nator will evaluate the basis
for requests fromthe LUHAs and adjust the funding | evels
reflecting PD, VA and FnHA data (see paragraph 4-7 B. 3.) to
arrive at an overall summary of Funding needs for the Field
Ofice.
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6- 3.

3.  An assessnent of funding needs for existing LUHAs (i ncludes
new y approved LUHAs that were not funded in the current
Fi scal year) and potential new applicants will be forwarded
to the Regional Ofice by Septenmber 1. The Field Ofice will
show by LUHA a breakdown of proposed fundi ng needs and
nunbers of properties, and nanes, tel ephone nunbers and
addresses of LUHA contacts.

4. The Regional Ofice will forward a summary of its proposed

subal | ocati ons (based on 3 above) for each Field Ofice under
its jurisdiction. This sumary will include the nanes,
t el ephone nunbers and addresses of the LUHA contacts. (This
may sinply be a copy of the Field Ofice nenorandum) This
summary shall be subnmitted to the Director, Ofice of Urban
Rehabilitation, no | ater than COctober 15.

FUNDI NG ALLOCATI ONS

A

Headquarters. The Assistant Secretary for CPD will nake fund
assignnents to the Regional Adm nistrator based on prior year
performance and inventory of eligible properties within the

Regi onal O fices. Headquarters will generally hold back a
percentage of funds, which will be earmarked for use by specific
Regi onal O fices, providing they are able to expeditiously
reserve all their previously assigned funds by a date determ ned
by the Assistant Secretary for CPD

The Regional Ofices that are not able to reserve all their

previ ously assigned funds by HUD 718 for specific properties by
the specified date will |ose their earmarked funds. These funds
will be made available on a first-cone, first-served basis to
other Regions that are able to reserve their initial allocations
and their initial percentage of the hol dback.

Regional O fices that are not able to reserve all funds fromthe
initial assignment by a date to be determined by the Assistant
Secretary for CPD will be required to return the funds to
Headquarters for reallocation to other Regions.

Regi onal Offices. |In determ ning subassignnments of Section 810
funds to Field Ofices, the Regional Director for CPD may
consi der:

1. Subassigning funds to Field Ofices for their active LUHAs
based on their performance. Performance should be based on
utilization of Section 810 funds assigned previously,
nmonitoring reviews, programaudits, production reports, and
any ot her managenent infornmation obtained during the program
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6- 4.

6- 5.

2. Setting aside a reasonabl e hol dback anpbunt for those Field
Ofices that utilize their funds quickly.

Field Ofices. Field Ofices may designhate a tenporary, m ni nmum
initial allocation of Section 810 funds to be exclusively
avai l abl e for each LUHA each year. The period of this tenporary
al | ocati on cannot exceed 60 days fromthe date the LUHA is
notified of the allocation. During this tenporary period, al
reservati ons made by HUD 718 for specific properties will be
charged to the tenporary allocation. After the allocation has
been used or the 60 days has expired, Field Ofices will reserve
Section 810 funds on a first-cone, first-served basis for each
LUHA fromthe bal ance of the Field Ofice subassignment.

HUD- 718s wi Il he prepared based upon recei pt of a HUD 40050 from
each LUHA for specifically identified properties.

FOURTH QUARTER FUNDI NG ADJUSTMENTS

A

At the beginning of the fourth quarter of the fiscal year, Urban
Honest eadi ng Coordi nators shall evaluate their actual and
projected fund use. |If funds are needed for the renmai nder of the
fiscal year, a request to the Regional Ofice by the Field Ofice
shal | be nade stating the anount and reasons for the funds
needed. |If previously projected funds usage has not materialized
inthe Field Ofice, previously assigned funds which are not now
expected to he used by the end of the fiscal year shall be
withdrawmm fromthe Field Ofice by the Regional Adm nistrator
usi ng a HUD 185. 1.

The Regional Ofice shall attenpt to accommodate Field Ofices
requests by shifting funds anong Field Ofices (HUD 135.1).
General ly when funds are shifted it is not for punitive reasons,
but due to change in the housing market and the unavailability of
af f ordabl e properties which have occurred since the request for
funds for that fiscal year was submitted. |If Field Ofice
requests cannot be net, the Regional Ofice shall nmake a request
to the Assistant Secretary for CPD only after all funds within
the Regi on have been reserved for properties. |If projected funds
usage within the Region has not materialized, funds which are not
projected to be obligated by the end of the fiscal year shall be
returned to Headquarters by the Regional Ofice as early as

possi ble (HUD-185), in order for the Assistant Secretary for CPD
to assign returned Funds to other Regions needing funds.

ANNUAL RECONCI LI ATI ON AND RETURN OF FUNDS TO HEADQUARTERS

A

As of Septenber 30 of each year, the RAD will assist the Field



O fice U ban Honesteadi ng Coordi nator and Regional Director for
CPD in performng a reconciliation of all transactions for the
year, and report the results to the Ofice of Finance and
Accounting and the Director, Urban Honesteading Program in
Headquarters. On a
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mont hly basis, the disbursenments nade by the RAD and the reports
on the automated OFA PAS shall be reconciled with the assistance
of the Regional Director for CPD.

Al'l unobli gated outstanding Section 810 funds as of Septenmber 30
shal | be dereserved and returned to Headquarters for inclusion in
the succeeding year's allotnment and reassignnent.

1. The RAD will cancel any reservations upon receipt of a
decrease HUD- 718, if the closing on a property has not taken
pl ace on or before Septenber 30.

2. The Regional Budget O ficer will prepare a decrease HUD 185.1
for each Field Ofice's unused subassi gnnent bal ance and
forward it to the RAD who will process it to return the funds
to Headquarters.

3. The Headquarters Budget Ofice will prepare a HUD- 185 to
wi t hdraw t he unused bal ance fromthe Region.

Al'l property closings nmust be conpleted by Septenber 30 and

cl osi ng docunents nust reach the RAD by cl ose of business of the
third work day in Cctober unless prior arrangenents are nmade with
the appropriate accounting office (See Handbook 1971.19, Fiscal
Year End C osing Requirenents). The HUD-718 is not an obligating
docunent. The obligation of funds occurs upon settlenent.
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