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Subject:  Single Family Property Disposition Sales Program for

          Public Safety Employees

     The Department will soon publish a Federal Register Notice announcing

a Single Family Property Disposition Program to allow governmental entities

to purchase HUD-owned properties for resale to their public safety

employees, such as police officers, firefighters and emergency medical

technicians.  These properties are to be occupied by the public safety

employees as their primary residences.

     The primary objective of the Single Family Property Disposition

program is to reduce the inventory of acquired properties in a manner that

expands homeownership opportunities and strengthens neighborhoods and

communities.  This program will enhance the general well-being of

communities and make more homeownership opportunities available to

employees who are charged with the responsibility of ensuring the safety

and well-being of residents in the community.  It is expected that

governmental entities purchasing properties under this program will pass

on their discounts to this group of buyers.

     This program is an extension of the current sales program that allows

a discount to be given to governmental entities purchasing properties from

HUD.  Field Offices must notify the governmental entities in writing of the

availability of this program.  Additionally, Field Offices should provide

details on this program during industry meetings, as appropriate.  The

procedures for implementing this program are as follows:

          1.   It is anticipated that the notification of available

               properties and expressions of interest by government

               agencies will continue in accordance with the modified sales

               procedures.  Governmental entities may bid competitively or

               purchase on a direct sale basis.

          2.   It is the intent of this program to provide governmental

               entities with a discount of 30 percent for those properties

               which are uninsurable and located in revitalization areas.

               Insurable properties in revitalization areas will be offered

               at a discount of 10 percent.  Properties located outside of

               the revitalization area may be purchased with a discount of

               30 percent provided the criteria established in the

               exception provision of the modified sales procedures are

               met.

          3.   Governmental entities purchasing properties with the intent

               of resale to public safety employees should so designate

               those specific properties when an interest to purchase is

               expressed to HUD.  At the time of the submission of the

               sales
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               contract, the government agency shall indicate if

               FHA-insured financing as described herein is desired.

         4.    To avoid the need for dual closings and the costs associated

               with each, Field Offices shall allow the governmental entity

               to assign the sales contract to the public safety employee.

               To assign the contract, the government agency will be

               required to provide the Department with an addendum to the

               contract which contains the name, address, telephone number,

               social security number and the way title is to be taken by

               the public safety employee who will be purchasing the

               property.  This document should be acknowledged by all

               parties involved in the transaction; the new purchaser, a

               representative of the government agency and by the Field

               Office staff person responsible for the execution of sales

               contracts.

         5.    Properties that meet the intent of the Minimum Property

               Standards (MPS) will be eligible for an FHA-insured Section

               203(b) mortgage at a ten percent discount; those needing

               less than $5,000 in repairs to meet the intent of MPS will

               be eligible for FHA-insured financing with an escrow to

               perform repairs and receive a ten percent discount; and, to

               the extent that there are participating mortgagees,

               properties which are located in revitalization areas or are

               eligible for a deeper discount under the exception

               provisions and require more than $5,000 in repairs will be

               eligible for an FHA-insured 203(k) mortgage and receive a 30

               percent discount.  The FHA-insured 203(k) mortgage will

               provide purchasers with purchase and rehabilitation funds.

               Because purchasers of properties requiring a rehabilitation

               loan often cannot immediately occupy the home, the program

               can be used to finance up to six months' mortgage payments,

               thus alleviating the burden of dual mortgage or

               rent/mortgage payments.

         6.    To make the properties more affordable, in those instances

               where an FHA-insured mortgage is requested by the public

               safety employee, the downpayment will be $100.

         7.    The sales closing timeframes established by each Field

               Office would apply to this program.

         8.    Governmental entities purchasing properties under this

               program should establish a means to ensure that its intent

               is not abused by the potential purchaser, the public safety

               employee.  The government agency's requirements should

               include that the public safety employee must occupy the

               property as their principal residence for at least one year

               from the date of HUD's closing.  It would be reasonable for

               the government agency to grant exceptions to this occupancy

               requirement in unusual circumstances.

     I appreciate your cooperation in implementing this new sales approach.

If you have any questions, please contact the Single Family Property

Disposition Division at (202) 708-0740 or (202) 708-1832.

                              _________________________________

                              Nicolas P. Retsinas

                              Assistant Secretary for Housing

                              - Federal Housing Commissioner

