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8- 2.

8- 3.

CHAPTER 8. CONVEYI NG VA- OANED AND FmHA- OANED ONE- TO FOUR- FAM LY

PROPERTI ES FOR USE | N APPROVED URBAN HOVESTEADI NG PROGRANG
LI STI NG OF VA- OANNED AND FrHA- OANED PROPERTI ES FOR POTENTI AL LUHAs

The Urban Honest eadi ng Coordi nator shall contact the |ocal FmHA

and/ or VA office whenever a potential applicant is considering

admi ni stering an Urban Homesteading Programin an area which nay have
VA and/or FnHA properties. To facilitate |ocal planning and program
devel opment in accordance with the Statute and program requirements
under 24 CFR Part 590.9, the VA and/or FnHA shall follow generally
the same procedures as HUD in furnishing lists of available one- to
four-unit properties within the potential applicant's jurisdiction.
(See Chapter 7, paragraph 7-1, A and B.)

LI STI NG OF VA- OANNED AND FrHA- OWNED PROPERTI ES AFTER LUHA APPROVAL

A.  Upon request of any approved LUHA, the responsible VA and/or FnHA
Field Ofice will nake available in witing a list of available
single-famly properties owned by VA/FnHA within the
participating locality.

B. After the initial lists have been furnished, VA FnHA wil |
continue to give notice to LUHAs of anticipated new acqui sitions.

C. If the VA and/or FnHA Field Ofice is not providing notification
of avail able properties to LUHAs as required, the LUHA will
notify the responsible Loan Guaranty Oficer in VA or the State
Ofice of the FnHA for assistance. |If this request for
assistance fails to bring about the desired results, the LUHA
shall notify the HUD Urban Homest eadi ng Coordi nator.

PROCEDURES FOR CONVEYI NG VA- O'NED AND FriHA- OANED PROPERTI ES
A.  Procedures Specific to VA-Owmed Properties.

The VA will support HUD approved Local Urban Homest eadi ng
Prograns as foll ows:

1. The VA Field Ofice may provide a LUHA with a right of first
option on the properties listed pursuant to paragraph 8-2 A
and B. above and the date by which such option nust be
exercised (ordinarily, within 30 cal endar days of the date
the listing is provided). Such option will be deened to have
been exercised if the VA receives by the specified date,
witten notice under paragraph 8-3, A 2. of the LUHA' s good
faith interest in the property. After the option date has
passed, the LUHA will be treated as a private purchaser by
VA, and the VA will consider offers to purchase fromthe LUHA
along with
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any other offers received, awarding the property to the party
that VA considers, in its sole discretion, has made the best
of fer.

The LUHA will notify the VA in witing of any property that
it has a good faith interest in purchasing. The VA will then
notify the LUHA in witing of the maxi mum price for the
property, together with a good Faith estimate of closing
costs. Any cash discounts which may be offered by the VA with
respect to a particular property are generally available for
any Section 810 properties.

Upon recei pt of notice of VA's agreenent to transfer the
property to the LUHA, the LUHA will notify the VA in witing
within three working days if it wishes to go forward with the
purchase at the specified price.

In those areas in which VA issues listings to sales brokers
by mail, the LUHA should request to be placed on the
appropriate mailing list. This will ensure that the LUHA
will receive tinely notice of any price reductions which
woul d make eligible for purchase any properties that were
fornmerly ineligible because of the price. The LUHA may ask
the Il ocal VA regional office to provide details concerning
any pricing concessions which nmay be available as part of its
sal es program

B. Procedures Specific to FmHA- Omed Properti es.

1

In response to the LUHA's initial request for property
listings, the FnHA will include a certification of the anount
that woul d be charged agai nst Section 810 funds for each
property in accordance with paragraph 8-5. Were

rei mbursenent will be based on FnHA's claim the
certification will include the estimated closing date it has
assuned in calculating the anmount of its claim

If the LUHA wi shes to acquire a property for the anount
certified by FnHA, it nust give witten notice to FnHA of its
intent to acquire the property with Section 810 funds. Upon
recei pt of such notice froma LUHA, FnHA will not seek or
accept other offers For the property for 30 cal endar days.

Standard for Rehabilitation of FnHA Properties. The deed
conveying a FmHA property to the LUHA will contain a covenant
requiring that the property be rehabilitated to conply with
FnmHA requirenents for decent, safe and sanitary housing and
thermal performance (see 7 CFR Part 1955, Section 117(c) (1)
and 7 CFR Part 1924 Subpart A, Exhibit D) prior to its
residential occupancy. The LUHA shall ensure that the

honmest eader conplies with this covenant prior to residing in
the property. A
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C

"decent, safe, and sanitary" housing unit is a structure
whi ch neets the requirenents of HUD-MPS for existing
construction, or if not neeting the requirenents of HUD MPS:
(a) is structurally sound and habitabl e,

(b) has a potable water supply,

(c) has a functionally adequate, safe, and operabl e heating,
pl unbi ng, electrical and sewage disposal system and

(d) nmeets the FnHA Thernal Perfornmance Standards.

Property Managenent Procedures for VA and FnHA Properties.

1.

Concurrently with a LUHA's witten notice to VA (see
paragraph 8-3, A 3. above) or FnHA (see paragraph 8-3, .9.2.
above), the LUHA will send to the HUD Urban Honest eadi ng
Coordi nator a Verification of Fund Availability, HUD 40050,
certifying to the property's eligibility and amount of
estimated costs, including closing costs needed to acquire
the property. Also, this formrequests the U ban

Honest eadi ng Coordinator to verify to VA or FnHA and t he LUHA
that sufficient funds are available to rei nburse VA or FnHA
for the property. Upon receipt of the HUD 40050, the Urban
Honest eadi ng Coordinator will prepare a HUD- 713, Funds
Reservation and Contract Authority, to be sent to the RAD to
reserve funds for the property as required in Chapter 6,

par agraph 6-1, B.

Wthin 15 cal endar days after the LUHA's notice to VA (see
paragraph 8-3, A 3.) or 30 cal endar days after the LUHA s
notice to FnHA (see paragraph 8-3, B.2.), the Urban

Honest eadi ng Coordinator will confirmthe eligibility of the
property for transfer as in paragraph 8-4 below and will
certify in witing, enclosing a copy of the RAD executed

HUD- 718, to the VA or FnHA and the LUHA that sufficient funds
will be available to reinburse VA or FnHA for the property.
This notifies VA or FnHA and the LUHA that they can proceed
to close on the property. (No closing should take place

wi thout the notification.) Any environmental review required
for a property will be conpleted by the VA or FnHA as soon as
possible so as to allow the LUHA to acquire the property
within the original 30-day period noted in paragraph 4 bel ow

Unl ess the above actions are conpleted within the specified
wor ki ng days of the LUHA's notice to VA or FnHA of its desire
to go forward with the purchase, the VA or FnHA will proceed



to seek other purchasers for the property.
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4. Wthin 30 cal endar days after receipt of the HUD 718, VA or
FHA wi || convey the property to the LUHA. |If so requested
by the LUHA this 30-day period ny be extended at VA s or
FmHA' s discretion for a reasonable period of tine. After
conveyance, the VA or FnHA will send the cl osing docunments to
the HUD Field Ofice, attention Urban Honesteadi ng
Coor di nat or,

5. The Urban Homest eadi ng Coordi nator will review the VA FnHA
cl osi ng docunents, prepare an SF-1034, and the Quideform for
Costs Chargeable to Section 810 for VA FnHA Properties, and
package themwi th a copy of the executed Form HUD- 718 for
transmttal to RAD. Al VA or FnHA cl osi ng docunents shall
have the proper Urban Homest eadi ng nunber witten at the top
of the First page (See Chapter 5).

8-4. ELIABILITY CRITERIA FOR CONVEYlI NG VA- OANED AND FrHA- OANED PROPERTY
TO APPROVED URBAN HOMVESTEADI NG PROCGRANMS

A

The criteria. The eligibility criteria that apply to HUD owned
properties shall apply to VA and FnHA properties. Upon the

recei pt of a HUD 40050, Verification of Fund Availability, from
the LUHA, the Urban Homest eadi ng Coordi nator shall check the
eligibility of the property as noted in Chapter 7, paragraph 7-3,
A

Transfer of Hi gher Value Properties. |If the value of the
property exceeds the linmtations stated in Chapter 7, paragraph
7-3, AL 5., the Field Ofice Manager may authorize on a
property-by-property basis transfer of a higher value property
fromVA or FnHA to the LUHA for the reasons noted in Chapter 7,
par agraph 7-3, B.

If the LUHA believes the value of the property stated by VA or
FHA is unrealistically high, the LUHA may obtain an independent
apprai sal and subnit it to the VA FnHA. The LUHA may t hen
request the appropriate VA or FnHA Field Ofice to reconsider its
value. The LUHA will bear the cost of any appraisal.

Provi sion of Local Resources. |If prices of properties exceed the
section 810 regulatory limt of $25,000 and authorization for a
hi gher level is not granted by the Field Office as noted in B.
above and Chapter 7, paragraph 7-3, B., the LUHA may proceed to
purchase properties with a conbination of funds--Section 810 and
other local resources (i.e. CDBG. This can be done by;

1. The CPD Urban honesteadi ng Coordi nator performng all fund



control procedures listed in Chapter 6, paragraph 6-1

2. The LUHA meki ng a check payable to VA or FnHA, in the anount
of the difference between what the Field Ofice has set as a
Section 810 limt plus closing costs, and the agreed upon
price for the property. This check will be given to VA or
FmHA when the cl osing occurs; and
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3. The Urban Honesteadi ng Coordi nator forwarding the Standard
Form 1034, the VA or FnHA cl osing docunents, and the executed
HUD- 718 to the RAD so that the VA or FnHA may be rei nbursed
from Section 810 funds for the bal ance of the price.

8-5. AMOUNT OF REI MBURSEMENT FOR VA- OANED AND FnmHA- OWNED PROPERTI ES

A

The maxi mum charge agai nst the Section 810 funds for any one
property will be the as-is fair market value of the property or
the anount of VA's or FnHA's claim whichever is the lesser. The
VA' s claimneans the sum of the paynment to the hol der under
guaranty, the cost of acquiring the property, and VA s expenses
connected with ownership and sale of the property. FnHA' s claim
means FMHA' s gross investnment in the property (unpaid nortgage

i ndebt edness and cash acqui sition costs) and FnHA' s expenses
connected with ownership and sale of the property.

In addition, VA/FmHA will be reinbursed for such closing costs
and fees custonmarily charged in sinmlar transactions in the
locality if nornmally charged to the buyer by VA FnHA, incl uding,
but not limted to:

1. cost of recording the deed, in the formnormally used by
VA or FmHA in the jurisdiction;

2. cost of acceptable title evidence;
3. closing fee; and

4. local transfer taxes. (Property taxes for FnHA only if based
on the claim-- see B. below)

VA shall designate on the first page of its closing docunments
whet her the anount charged the Section 810 account is the fair
mar ket val ue of the property or the anount of claim

HUD wi Il not reinburse VA and/or FnHA or the LUHA for | ocal
property taxes (except as may be included by FnHA in its expenses
of ownership, if reinbursenent is based upon the Agency's clain).
Property taxes will be prorated to the date of closing between VA
or FmHA and the LUHA. The VA or FnHA will not transfer



properties if the Agency is not reinbursed by the LUHA at cl osing
for any prepaid property taxes. The LUHA bears the costs of any
property taxes for the period after closing w thout Section 810

r ei mbur senent .
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C

The Urban Honest eadi ng Coordi nator is responsible for

1

being famliar with the various costs associated with the
acqui sition of VA and FnHA properties, and assuring that such
costs are eligible;

knowi ng whether VA or FnHA is charging the Section 810
account for the ampunt of the claimor the as-is fair nmarket
val ue, whichever is the |esser, for the property; and
providing a cost breakdown as a part of the closing statenent
package to be transmitted to the RAD. (See paragraph 8-5, A
for eligible costs.) This cost breakdown shoul d di stingui sh
between the VA or FnHA claimand the as-is fair market val ue
to be charged to the Section 810 account. (See Appendix 18
for HUD- 40075, Costs Chargeable to Section 810 for VA FnHA
Properties.)

a. |If the fair market value is charged, the conputation
shoul d i ncl ude:

(1) as-is fair market val ue;
(2) plus breakout of closing costs;
(3) mnus tax credit adjustnent (See paragraph 8-5, B)

(4) mnus anpbunt paid by LUHA (non-Section 810 in
addition to the Section 810 funds); and

(5) total to be charged to Section 810
b. If the claimis charged, the conputation should include:
(1) amount of the claim
(2) plus local property taxes (for FmHA only);*
(3) plus breakout of closing costs;
(4) mnus tax credit adjustnent (See paragraph 8-5 B.);

(5) mnus anpbunt paid by LUHA (non-Section 810 in
addition to the Section 810 funds); and



(6) total to be charged to Section 810

*VA is not reinbursed for property taxes under its claim

3/90 8-6

6400.1 REV-1

Not e: The VA or FnHA may give a credit for taxes at closing in place
of the Agency paying its prorated share. \Were this happens,
the Urban Honest eadi ng Coordi nat or nust nake the adjustnent
al so. (See paragraph 8-5 C.3.a.(3) and b(4) above.)
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