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SUBJECT: Revisions to SFPD Sales Procedures








This Notice provides guidance for the implementation of 24 CFR Part 291 published in the Federal Register as a Final Rule on February 9, 1999, and emphasizes revisions being made to the Regulation.  It also supersedes any Housing Notices issued and any provisions of PD Handbook 4310.5, REV-2, which are not consistent with this Notice.  However, unless otherwise specifically stated herein, sales procedures described in the PD Handbook still apply.





The Department has entered into contracts for the management of single family properties which are owned by or in the custody of the Department and the marketing of HUD-owned properties.  Effective March 29,1999, contractors will assume full responsibility for the management and marketing functions. it should be noted, however, that existing real estate asset management ( ) contractors will maintain responsibility for those acquired single family properties under sales agreement as of the effective date of the new management and marketing contracts for an additional 60 days.  Should properties not close within the 60 days, the properties will be transferred to the management and marketing contractor responsible for the geographic location of the properties.  Attached is the Mortgagee Letter that was issued that identifies the new Management and Marketing (M&M) contractors and their geographic jurisdictions.





With the inception of the management and marketing contracts, the sales policies and procedures used to dispose of the acquired single family inventory have changed.  The applicable changes are described below:





APPRAISALS





The M&M contractors will be required to obtain appraisals within 10 business days of assignment.  The appraisal shall contain an addendum which estimates the property's as-is value and the as-repaired value.  For purposes of this contract, however, the appraised value shall be the as-is value.





�
SALES INCENTIVES





The M&M contractors must obtain GTR approval prior to offering specific sales incentives.  Sales incentives which may be approved by the GTR for use by the M&M contractor are as follows:





INITIAL LISTING PERIOD (day 1 - day 45)





Early Closing Bonus (for purchasers only)


Financing and Closing Costs (for purchasers only)


Up to 5% of the sales price may be used for reasonable and customary charges for financing and closing costs.


FHA Insurable Properties


MIP may be financed through the mortgage without regard to the down payment.





SUBSEQUENT LISTING PERIOD (day 46 - day 135)





Early Closing Bonus (for purchasers only)


Financing and Closing Costs (for purchasers only)


Up to 5% of the sales price may be used for reasonable and customary charges for financing and closing costs.


FHA Insurable Properties


MIP may be financed through the mortgage without regard to the down payment.


Commission Bonus (for brokers only)


Maximum bonus of $500 to brokers.


Auctions are excluded from the bonus category.





FINAL LISTING PERIOD (day 135 and beyond)





Early Closing Bonus (for purchasers only)


Financing and Closing Costs (for purchasers only)


Up to 6% of the sales price may be used for reasonable and customary charges for financing and closing costs.


FHA Insurable Properties


MIP may be financed through the mortgage without regard to the down payment.


Homeowner's Association Allowance (for purchasers only)


Applies to condominiums only.


	$1000 maximum may be paid by HUD at sales closing.


Commission Bonus (for brokers only)


Maximum bonus of $500 to brokers.


Auctions are excluded from the bonus category.
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�
	The following additional sales incentives are reserved and only available with approval authorization from Headquarters' Asset Management Division.





Cash Rebate(for owner-occupant purchasers only)


Moving Expenses Allowance(for owner-occupant purchasers only)


Bonus to Renters(for owner-occupant purchasers only)


203k Bonus (for brokers/lenders only)


203b Repair Escrow Bonus (for lenders only)


Prepaid Items (for purchasers only)


Homebuyer Protection Plan Cost (for owner-occupant purchasers only)


Pre-Approval Allowance (for owner-occupant purchasers only)


Compensation for Defects (for owner-occupant purchasers only)


FHA Insurable Properties


	$100 Downpayments (for owner-occupant purchasers only) 


	$500 Downpayments (for owner-occupant purchasers only) 


	Mortgaging of Prepaid and closing Costs (for owner-


	occupant purchasers only)





AUCTIONS





The M&M contractors are responsible for obtaining auctioning services.  HUD's national auctioneer contract with Larry Latham Auctioneers will expire March 24, 1999 and will not be renewed.





INSURED WITH REPAIR ESCROW SALES





The repair escrow amount will no longer be deducted (Line 4 of the form HUD-9548, Sales Contract) to arrive at the net sales price.





SECTION 203(k) FINANCING PROGRAM





One of the conditions that must be met for an insured 203(k) mortgage has been revised to read: "The value of the property plus the cost of rehabilitation make 203(k) financing feasible (i.e. properties for which the "as is" value plus the cost of rehabilitation does not exceed 110 percent of the after improved market value).  If the after improved market value exceeds the acquisition cost, (the as is value plus the cost of rehabilitation) the mortgage basis cannot exceed the acquisition cost.  However, if the after improved value of the property is less than the acquisition cost, the mortgage basis cannot exceed the lesser of (1) the as is value plus the cost of rehabilitation or (2) 110% of the after improved market value of the property.  The purchaser must place any difference in the maximum mortgage amount and the repairs required in the escrow account in cash from the purchaser's own funds."
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�
	LISTING FOR SALE





The M&M contractors are required to market each property --using one of the alternative methods of advertisement listed below in the following order of priority:





1.	The M&M contractors are responsible for entering into "Broad Listing Agreements" with real estate brokers to place each property on a local Multiple Listing Service (MLS), place a lockbox on each property (unless the M&M contractor has already done so), answer inquiries regarding the property and any other duties contained in the agreement.  The Broad Listing Broker may receive a commission of up to one percent of the sales price of the property and the successful selling broker (a selling broker which procures a buyer who actually closes on the purchase of a property on terms acceptable to HUD) may receive a sales commission of up to five percent.  The Broad Listing Broker may also be the Successful Selling Broker and receive a sales commission of up to six percent.





2.	The M&M contractors may enter into "Base Listing Agreements" with real estate brokers solely for the service of listing HUD properties on local MLS or may arrange for such listings directly where the listing fee per property is less than $75.  The Base Listing Broker will provide no other services for the M&M contractor.  The successful selling broker (which may be the Base Listing Broker) may receive a sales commission of up to six percent of the sales price of the property.





The M&M contractors must ensure that any MLS listing contains all pertinent lead based paint disclosures, code violations, and any applicable structural defects.





All property listings also must appear on a web page on the Internet to be maintained by the M&M Contractor.  The M&M contractors are responsible for ensuring that the Internet listings are current and consistent with those in the MLS.





If the "broad and based listing agreements" are not available or permitted by local law, the M&M contractors will themselves advertise the properties using the following methods: widely circulated newspapers for the area(s) in which the properties are located; direct mailings; and, a web page on the Internet.  If the M&M contractors advertise the properties, the Successful Selling Broker may receive a sales commission of up to six percent of the sales price of the property.





The M&M contractors are not permitted to sell any properties for which they are responsible to manage and market for sale.
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�
ELECTRONIC BIDDING





The M&M contractors will use electronic bidding for the sale of all HUD-owned properties.  Electronic bidding allows selling brokers the ability to submit bids electronically via a computer or a touch-tone telephone. All electronic bids are stored in the computer and at the appropriate time, the computer will automatically perform the calculations to determine the apparent highest net offer.





BID OPENINGS/OWNER-OCCUPANT PERIOD





With the commencement of the initial listing period, bids may be submitted by all potential purchasers.  Priority, however, will be given to owner-occupant purchasers for the first 10 calendar days as follows: All owner-occupant offers received during the first five days of the 10 day period shall be considered to have been received simultaneously.  On the first business day following the expiration of the five day period, the M&M contractors will review only owner-occupant offers received electronically and will accept only the highest acceptable net owner-occupant offer.  Should there be no acceptable owner-occupant offers, the M&M contractors establish a time on a daily basis to review electronic offers from owner-occupants for the remaining five days.  Should a property remain unsold at the conclusion of the 10-day owner-occupant priority period, the M&M contractors will review electronic offers received from the general public (investors).





In the event a property remains unsold after these bid reviews, the-M&M contractors will review electronic bids on a daily basis at an established time until the price and/or terms of sale are changed.





INITIAL LISTING PERIOD





All properties will be initially listed for sale for 45 calendar days from the date that a property is initially listed for sale on the MLS.  Where MLS is not available, the initial listing period is the first 45 calendar days from the date that the property is advertised on the Internet.  The listing price will be at a price equal to or greater than the appraised value (the as-is value).  Properties may not be listed for sale at a price below the appraised value without approval from GTR.  However, in the event the M&M contractor determines a higher listing price may be warranted, the list price may be up to 110% of the appraised value without GTR approval ("hot market listing").





During the initial listing period, the M&M contractors shall accept only offers with a net sales price equal to or greater than 87 percent of the initial listing price.
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�
	During the first 30 calendar days of this period, the initial list price may be reduced to as low as the appraised value for a "hot market listing".  If the property is listed at --the appraised value, the initial listing price may not be reduced.





SUBSEQUENT LISTING PERIOD





The subsequent listing period begins on the 46th calendar day and continues through the 90th calendar day of initial listing.  During this period, the M&M contractors may reduce the list price to as low as 90 percent of the initial listing price, except for "hot market listings" which may be adjusted downward to 90 percent of the appraised value.





The M&M contractors will review electronic offers received during this listing period.  With the exception of hot market listings, the M&M contractors may accept offers with a net value equal to or greater than 80 percent of the initial listing price.  With regard to "hot market listings", the M&M contractors may accept offers with a net value equal to or greater than 80 percent of the property's appraised value.





ACCEPTANCE OF OFFERS AFTER THE SUBSEQUENT LISTING PERIOD





If the contractors have not received an acceptable offer within 90 calendar days after the expiration date of the initial listing period, the property will be reevaluated and a new listing price, if necessary, will be established and submitted to the GTR for approval.  The revised listing price may equal a net amount which-is less than 80 percent of the initial list price, if such a price is justified.





This process will be repeated every 45 calendar days until the property is sold.





In the event that an offer is rejected and unacceptable at the time it was made and later as a consequence of price reduction through new list price or relisting, such an offer would be acceptable, the M&M contractor will contact the prior bidder or selling broker who submitted the prior offer to inform them of such reduction.





COUNTEROFFERS





Initial listing period.  For hot market listings at any time during this period, counteroffers may be made by the M&M contractors which are equal to or greater than the appraised value of the property if the offer which was initially made is no more than five percent below the appraised value.
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�
	For all other listings after the first 30 calendar days of this period or after receipt of 10 unacceptable offers, whichever is first, counteroffers may be made by the M&M contractors at a net value equal to or greater than 87 percent of the initial list price if the offer which was made is no less than 82 percent of the initial list price.





Subsequent listing period.  Counteroffers may be made by the M&M contractors at a net value equal to or greater than 80 percent of the initial list price if the offer which was made is no less than 75 percent of the initial list price.





REPAIRS THAT DELAY SALES CLOSINGS





In those instances where a sales closing is delayed due to the requirement by the lending institution that minor repairs, not to exceed $500, be completed prior to settlement, the Contractor will perform such repairs, however, the purchasers) must reimburse the Contractor for the cost of repairs at the time of the sales closing.





POWER OF ATTORNEY





All M&M contractors will be issued a limited power of attorney to sell HUD properties.





SALES CLOSING RESPONSIBILITIES





The M&M contractors will establish a closing time frame within the range of 30 to 60 calendar days after acceptance of the sales contract.  No distinction may be made between insured and uninsured sales.  Once established, the time frame shall be standard throughout the geographical jurisdiction of the contract.





HUD's closing agents will be required to handle the collection and maintenance of extension fees.  Upon receipt of a written request and appropriate fee, the closing agents will contact the various M&M contractors for a decision to approve or reject the request.  Approval or disapproval authority may not be delegated to HUD's closing agents.





The M&M contractors will be required to perform limited monitoring of HUD's closing agents and report any deficiencies or nonperformance to the GTR for any necessary corrective actions.





SINGLE FAMILY ASSET MANAGEMENT SYSTEM





The M&M contractors will perform all daily data entry into HUD's Single Family Asset Management System (SAMS) via a series of data screens.
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�
APPROVAL/REJECTION OF TITLE EVIDENCE AND EXTENSION REQUEST, PROCESS FOR CONVEYANCE OF DAMAGED PROPERTIES





Approval/rejection of title evidence.  The M&M contractors are to perform the review and approval or rejection of title evidence within 10 calendar days of receipt from the mortgagees.  If any of your closing agent contracts require them to perform this service, steps should be taken to delete this requirement from their contract.





Extension requests.  The M&M contractors are responsible for reviewing and approving all extension requests for conveying title, for submission of title evidence, for submission of fiscal data, and for filing supplemental claims.  However, the M&M contractors may only approve one extension per property.  Any additional extensions must be approved by HUD.  Reference M&M Contract, Section C, paragraphs 11-5 through 11-8 for extension time frames.





Conveyance of damaged properties.  Mortgagees must generally convey properties undamaged by fire, flood, earthquake, hurricane, tornado, mortgagee neglect or for condominiums, boiler explosion, unless they receive advance M&M contractor approval for damaged conveyance.  The M&M contractors will determine if conveyance of damaged property is approved, however they must provide notice to GTR concurrent with notice to lender.  Should the M&M contractors discover damage upon initial inspection and prior approval was not obtained by the mortgagee, the GTR will be notified.  The M&M contractors must evaluate each request individually and make a determination as to which option would be in the best interest of HUD, based on such factors as the extent of the repairs, the difficulty in selling the damaged property in its damaged condition, and HUD's anticipated overall return on the property.





REVIEW CLAIMS AND PRESERVATION AND PROTECTION REQUESTS





The M&M contractors are required to inspect a property within 24 hours of notification of acquisition and complete form HUD-9516A, Initial Inspection Report.





Where the M&M contractor discovers inconsistencies between the results of the inspections and/or the appraisal and what was reported on the claim or what preservation actions the mortgagee was required to take under HUD guidelines, the M&M contractor must document the inconsistencies and promptly notify the GTR.  The M&M contractor shall report regularly to the GTR as the GTR directs, regarding the total number of reviews completed, the total number of reviews to be completed and the discrepancies detected by property.  The GTR may elect to request detailed information regarding the property inspections and inconsistencies in either hard copy or electronic format.
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�
DEFECTIVE PAINT SURFACES





The Department previously issued a proposed rule to amend the current requirements for the inspection and treatment of defective paint surfaces on HUD-owned properties constructed prior to 1978.  Requirements of the final rule will be incorporated by modification to the M&M contracts.





As indicated previously, the above mentioned procedural changes will be effective on March 29, 1999.





If you have any questions regarding this Notice, please contact the Single Family Asset Management Division at (202) 708-0740 or (202) 708-1672.














					Assistant Secretary for Housing-


					  Federal Housing Commissioner





Attachment
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