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Servicing Non-Performing

Loans

Loss Mitigation:

• Loan Modification -

• Must result in a fully amortizing fixed rate 

loan.

• Allows the loan to be reinstated

• Results in payments the borrower can afford

• 3-month trial repayment plan required
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Servicing Non-Performing

Loans

Loss Mitigation:

• Short Sale (PFS) -

• For borrowers without the ability to reinstate 

the loan

• Lenders may consider short term 

reduction/suspension of payments during 

Marketing

• Sale of property may also require approval by 

the Tribe, BIA or DHHL
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Servicing Non-Performing

Loans

Loss Mitigation:

Short Sale (PFS) -

• Only available within 120 days from default

• Requires executed agreement

• Market value must be established

• Prior HUD approval is necessary net to HUD 

drops below 85% of unpaid principal balance at 

the time of foreclosure.
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Servicing Non-Performing

Loans

Loss Mitigation:

• Foreclosure -

• No first notice or filing for Foreclosure prior 

to 120 days from default

• Servicer must start Foreclosure within 6 

months of default, unless extensions apply

• Lenders must assign all Section 184A loans 

to HUD

• Lenders have the option to assign trust land 

properties.
2-9



Servicing Non-Performing

Loans

Loss Mitigation:

• Foreclosure -

• Section 184 and Section184A loans are 

currently subject to a foreclosure and 

eviction moratorium as described in the 

DLL-2020-04.
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Servicing Non-Performing

Loans

Loss Mitigation:

• Loan Assumption -

• 184 loans assumable by Qualified Eligible 

borrower

• Servicers must submit loan processing and 

underwriting documents

• Requires HUD approval

• Maximum fees $500

• Section 184A and trust land properties 

require additional approval
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Servicing Non-Performing

Loans

Loss Mitigation:

• Deed-in-Lieu of Foreclosure -

• Use if appropriate to minimize HUD's losses

• HUD approval required 

• Must be completed within 6 months of 

default

• Good and Marketable Title -

• Must be conveyed to the Secretary

• Subordinate liens may bar acceptance
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Servicing Non-Performing

Loans

Foreclosure Sale -

• Claims without Conveyance of Title CWCOT-

• Lender must estimate Foreclosure sale date

• Prepare HUD-91022; Mortgagee Notice of 

Foreclosure Sale, Part  A, within 45 days of sale

• Appraisal for Adjusted Fair Market Value 

(AFMV)
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Servicing Non-Performing

Loans

Foreclosure Sale -

• CWCOT- continued

• Confirm actual sale date

• Submit HUD-91022 and appraisal at least 

30 days before actual sale.

• HUD to provide AFMV 5 days before sale

• Foreclosure sale bidding
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Time Requirement:

Reasonable Diligence Timeframe (RDT)

First Legal Actions To Initiate Foreclosure And 
Reasonable Diligence Timeframes (Effective 
1/1/2016)

https://www.hud.gov/sites/documents/16-
03ML.PDF

Servicing Non-Performing

Loans

https://www.hud.gov/sites/documents/16-03ML.PDF
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Assignment of the Section 184 or 184A loan to 

HUD:

• Lenders must provide all available Loss Mitigation 

options to all borrowers

• Loans should be assigned within 180 days, if the 

borrower is not performing on an approved Loss 

Mitigation plan or prohibited due to bankruptcy

• HUD anticipates minimal P&P expenses

Servicing Non-Performing

Loans
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Auto-Extensions

ONAP will be issuing COVID-19 National 

Emergency guidelines for PDMDA.
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Auto-Extensions
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Auto-Extensions



Extension Requests

• Extension for delays beyond the lenders 

control  

• Lender must keep an audit trail and 

chronology to support any delay

• Automatic extensions apply and must be fully 

documented
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Inspections

• Initial property inspection

• Occupancy inspections

• Initial vacant inspection

• Continued vacant inspections
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Inspections

All inspections must be performed in accordance 

with HUD's requirements.  This includes: 

• Before and after photographs; all photographs 

must be time stamped and dated

• All copies of paid invoices or receipts or other 

documentation supporting all property 

preservation expenses claimed by the lender; 

and

• A chronology of the lender’s property P&P 

actions.
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Property Preservation

Property Preservation Fee Schedule:

https://www.hud.gov/sites/documents/16-02ML.PDF
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Property Preservation

Key Requirements:

• Secure windows and doors

• Protect plumbing and other operating 

systems from freezing

• Debris removal interior and exterior
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Property Preservation

Expenses over the Allowable costs:

• The lender must request approval for over-

allowable costs from HUD

• HUD Form 50002 Request to Exceed Cost 

and Protection Limits for Preservation must 

be submitted with all supporting 

documentation:

• The Maximum Property Preservation 

Allowance is $5,000
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Property Preservation
HUD Form 50002

2-26



Property Preservation
HUD Form 50002
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Property Preservation 

Appeals

• The lender may submit an appeal of an initial 

over-allowable decision to the attention of the 

Office of Loan Guarantee Deputy Director.

• The decision on the second appeal is final and 

no further appeals will be accepted.

2-28



Conveyance

Property Condition 

• Delivery of the property to HUD

• Conveyance of Damaged Properties

• Conveyance of Fire Damaged Properties 

• Hazard Insurance Recovery

• Evidence of vandalism or theft

• HUD Acceptance of Responsibility

• Damage discovered during HUD's first inspection 

• Property Damage and Restoration
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More Information

• Section184_Lenders

• HUD/Office of Native American Programs

451 7th Street, SW Room 4108

Washington, DC 20410

• Toll Free:  1-800-561-5913 ONAP Hotline

https://www.hud.gov/program_offices/public_indian_housing/ih/homeownership/184/lenders
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Questions?


