Title Chat
Volume 50
September 2006
More Federal Action Involving Property Flips
Since we have been issuing Title Chats we have discussed the topic of property flips three times,
most recently in January 2005 Title Chat Volume 38. On June 7, 2006, the Department of
Housing and Urban Development issued its Mortgagee Letter 2006-14. The letter amends its
earlier positions on Property Flips by restating that the Federal Housing Administration
mortgage insurance programs may or may not apply to resales occurring within certain time
periods and adding additional exemptions where the insurance would apply nevertheless.
Restating its position, FHA mortgage insurance would not be available for any resale of property
within 90 days of the last sale.
If any resale occurred between day 91 and day 180 of the previous sale, and the new sales price
exceeds the previous sale price by 100% or more, FHA will require additional documentation
validating the property's value before insurance would be available.
FHA will also have flexibility to examine and require additional evidence of appraised value
where properties are resold within 12 months.
Only the record title owner may sell the property. The record title owner may not assign a sales
contract to another person.
These restrictions will not apply to:
•

Sales by HUD of its real estate.

•

Sales by other United States Government agencies of single family properties pursuant to
programs operated by these agencies

•

Sales of properties by nonprofits approved to purchase HUD single-family properties

•

Sales of properties that are acquired by the sellers by inheritance

•

Sales of properties purchased by employers or relocation agencies in connection with
relocations

•

Sales of properties by state and federally chartered financial institutions and Government
Sponsored Enterprises

•

Sales of properties by local and state government agencies

•

Sales of properties located in areas designated by the President as federal disaster areas,
subject to certain conditions.
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