U.S. Department of Housing and Urban Development

Office of Housing

_______________________________________________________________________ 

Special Attention of:                        Notice   H 94-77 (HUD)

All Directors of Housing                     Issued:  09/30/94

All Area and State Coordinators              Expires: 09/30/95

All Directors of Housing Development         ______________________________

All Directors of Housing Management          Cross References:

All Chief Property Officers                           Handbook 4310.5 REV-2

_______________________________________________________________________

Subject:  Fiscal Year 1995 Special Marketing Tools

        Attached are the special marketing tools which, in addition to those

contained in Handbook 4310.5, REV.2, may be used in connection with the

sales of single family acquired properties during Fiscal Year 1995.  Many

of the marketing tools identified here are tied to hard-to-sell properties.

The definition for hard-to-sell properties is contained in the Section 1

of the Attachment.

        Each of the marketing tools, used alone or in conjunction with others,

may be utilized by each Field Office, as deemed necessary and appropriate

by Field Office management.  It is particularly important that careful

consideration be given to those tools which are necessary to market

properties in a cost effective manner.  In this regard, Field Offices may

authorize the use of multiple marketing tools on each property, however,

the total cost should not exceed $2,500.  Since HUD has agreed to pay the

amount specified on Line 5 of the Sales Contract, this restriction is only

applicable to those additional marketing tools authorized, such as the

Move-In or Moving Expense Allowance and the Property Inspection Service.

        In reaching a decision to use a marketing tool, factors such as cost,

increased market appeal, and the probability of a higher return must be

considered.  The disposition program should be documented to justify the

use of the marketing tools.  Field Offices are responsible for ensuring

that the use of any marketing tool is not abused and does not subject the

Department to fraud, waste or mismanagement in this regard, Field Offices

must closely monitor the use of the reduced downpayment to ensure that it

is used for temporary periods, and only in response to soft market

conditions or to promote the sale of hard-to-sell properties.

        Authority to utilize special marketing tools other than those included

here or noted in Handbook 4310.5, REV 2, must be approved by Headquarters.

In the event there may be previously approved incentives or policy

deviations, those are terminated effective with the date of this notice.

        Please direct questions regarding this Notice to the Single Family

Property Disposition Division at (202) 708-1832.

                                                        ___________________________________

                                   Assistant Secretary for Housing-

                                     Federal Housing Commissioner
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ADDITIONAL MARKETING TOOLS

Many of the marketing tools detailed herein are tied to hard-to-sell

properties.  For purposes of implementing these marketing tools,

hard-to-sell properties are defined as a concentration of homes in a

specific market area (not jurisdiction wide) that remain unsold after six

or more months in inventory and are characterized by one or more of the

following:  large numbers of non-HUD vacant properties; declining

neighborhoods; severely depressed economy; or other equally good cause.

The following marketing tools are available for use in Fiscal Year 1995.

These marketing tools may be used in addition to those incorporated in the

handbook.

1.BONUS TO RENTERS

     (Available to owner-occupant purchasers only.)

To promote sales of properties to individuals currently renting their

place of residence, Field Offices are authorized to allow a credit to

owner-occupant purchasers an amount equal to two monthly rental

payments, not to exceed $1,000.  In order to qualify for this credit,

the purchaser(s) must include a copy of their current rental agreement

with the submission of the sales contract.  This credit may not be

substituted as the purchaser's earnest money deposit.  HUD's tenants

who are current in their rental payments and are paying fair market

rent qualify for this incentive.  This bonus may not be substituted

for payment of rent owed at time of closing.

The amount is to be shown on Line 207 on the form HUD-1, Settlement

Statement as a credit to the purchaser and Line 507 on the form HUD-1,

Settlement Statement as a charge to HUD.

NOTE:  The cost of this incentive is not to be reflected in

determining the net to HUD on the sales contract.

2.HOMEBUYERS PROTECTION PLAN

     (Available for owner-occupant purchasers only.)

To address the concerns of many homebuyers regarding the condition of

HUD's properties at the time of purchase and immediately thereafter,

Field Offices are authorized to provide an allowance, payable at

closing of up to $500, or the first year's premium, whichever is

lower, towards the purchase of a Buyers Protection Plan.  These plans

typically provide protection against mechanical failure of most

household systems and appliances during the term of the contract.

Subject to a small deductible payment, the insurer agrees to repair or

replace covered equipment through authorized local contractors.

Before implementing, Field Offices must determine there are reputable

firms in their jurisdiction offering such protection plans.  The

broker and buyer will then be responsible for selection of a

particular company and for negotiation of a specific agreement.  It

must be clear that HUD has no involvement whatsoever in regard to

performance under the plan of any contractor or repairman.  At the

settlement, purchasers must present to HUD's closing agent the paid

receipt or the signed agreement for their homeowner's protection plan

along with any additional money that may be required for the plan.

If the purchaser provides a paid receipt at closing, they will receive

a credit at closing for the actual cost of the plan, not to exceed

$500.  This amount is to be shown on Line 207 on the form HUD-1,

Settlement Statement, as a credit to the purchaser and on Line 507 on

the form HUD-1, Settlement Statement, as a charge to HUD.  Should the

purchaser present an invoice requiring payment, HUD's closing agent

will remit the payment to the homebuyer's protection company on the

buyer's behalf and reflect payment on the reverse of the form HUD-1,

Settlement Statement, under "Additional Settlement Charges".

Field Offices must notify the closing agent of each purchaser that is

entitled to this credit.

NOTE:  Should the company issuing the protection plan require a test

of the property's systems, it must be made clear that all expenses

related to the test, including rewinterization where appropriate, are

the responsibility of the purchaser.
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3.HOMEOWNER'S ASSOCIATION ALLOWANCE

     (Available to owner-occupant purchasers only.)

Field Offices with a large inventory of condominiums and townhouses

may consider paying on behalf of the purchaser, up to one year's

homeowners' association or condominium fees.  To receive benefit of

this marketing tool, the buyer must be an owner-occupant purchaser.

Since this is an incentive, the cost should not be reflected in

determining the net to HUD on the Sales Contract.  However, the HUD-1,

Settlement Statement, should reflect a lump sum payment by the closing

agent directly to the association.

Field Offices must ensure that payment of this incentive does not

become automatic or expected in every market area.  Good judgement as

to its need and use is expected.

4.PRE-APPROVAL ALLOWANCE

     (Available to owner-occupant purchasers only.)

To reduce the number of sales cancellations and to expedite sales

closings, Field Offices should encourage potential purchasers to

obtain loan approval prior to the submission of an offer to purchase.

To receive benefit of this marketing tool, purchasers should submit a

copy of the "pre-approval" letter from their lending institution with

the sales contract.  In those situations where the purchaser has

received pre-approval and the sale closes, the purchaser will receive

a credit in an amount not to exceed $250.  This amount is to be shown

on Line 207 on the form HUD-1, Settlement Statement, as a credit to

the purchaser and on Line 507 on the form HUD-1, Settlement Statement,

as a charge to HUD.

Note:  The cost of this incentive is not to be reflected in

determining the net to HUD on the Sales Contract.

5.PRE-PAID EXPENSES

Purchasers are free to use the Line 5 Sales Contract allowance towards

their financing and/or closing expenses as they deem appropriate.

This includes payment on behalf of the borrower of those items (taxes,

insurance, interest) required by the lender to be paid in advance.

6.REAL ESTATE BROKER OF THE MONTH

Field Offices may, at their option, initiate a Broker of the Month

Program.  This program is intended to spark competition among brokers

in order to increase HUD's sales.  Field Offices may offer recognition

to the top selling broker of the month by placing appropriate notice

in local media.  For example, Field Offices that utilize a tabloid may

wish to do a small feature article on the Broker of the Month; other

offices may wish to place a small recognition advertisement adjacent

to the property listing ad, etc.  To determine Broker of the Month,

Field Offices must develop a system to keep track of the number of

closings made by each broker during the month.  The broker with the

highest number of closings for a given month wins the recognition.

Those offices that implement the Broker of the Month program must make

sure this program is made known to all participating brokers.

7.REPAIR ESCROW PROGRAM

     (Available to owner-occupant purchasers only.)

Use of this program is intended to expand affordable homeownership

opportunities to families/individuals who will occupy the properties.

Further, its use significantly expands the pool of properties which

may be offered with FHA insured financing.  Currently, however, only a

limited number of Field Offices are making use of this valuable

marketing tool.  Outreach to the lending institutions, emphasizing the

simplicity of this program, should be a priority early in the fiscal

year.

In areas where the repair escrow program is not being used due to lack

of interest by lending institutions, Field Offices are authorized, on

a temporary basis, to offer a bonus to lenders which close PD repair

escrow sales within the established closing time frames.  The bonus

may not exceed $300.00, which combined with the normal processing fee

of $200.00, brings the total amount payable to the lenders to a

maximum of $500.00.  It is not expected that this bonus offer will

extend beyond Fiscal Year 1995 and Field Offices are expected to

refrain from, or curtail, its use when it no longer is necessary to

stimulate business.

The bonus is payable at closing and is not to be considered a part of

the best net offer calculation.
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