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FHA Seeks Feedback on the Proposed Establishment of the Optional
Reimbursement Claim Alternative Mortgagee Letter

Today, the Federal Housing Administration (FHA) posted the draft, Establishment of the
Optional Reimbursement Claim Alternative (ORCA) Mortgagee Letter (ML) on its
Single Family Housing Drafting Table (Drafting Table) for review and feedback. If
finalized, this policy would allow mortgagees to seek reimbursement for costs
associated with their advances for taxes and insurance on defaulted FHA-insured
Single Family Title Il forward mortgages after the borrower’s escrow has been
exhausted but before the final claim payment is made. This draft ORCA policy is
intended to support lender liquidity.

Currently, mortgagees incur significant upfront expenses between default and final
resolution when advancing tax and insurance payments on defaulted mortgages.
Receiving reimbursement of tax and insurance advances earlier in the process
may help alleviate some of the financial burden of costs that mortgagees incur
while servicing FHA-insured mortgages during the default and foreclosure
processes.

Please note that if FHA finalizes this policy, it will take significant time to
implement, as FHA will need to update its claims system.

Interested stakeholders are encouraged to thoroughly review the draft ML and provide
feedback through March 3, 2025. Instructions for viewing and providing feedback on the draft

ML are available on the Drafting Table. FHA will carefully consider all feedback
received before publishing a final ML.



https://links-2.govdelivery.com/CL0/https:%2F%2Fwww.hud.gov%2Fprogram_offices%2Fhousing%2Fsfh%2FSFH_policy_drafts%3Futm_medium=email%26utm_source=govdelivery/1/01010193df10fb78-e08f759d-a305-478b-b680-e9d68b81f37e-000000/rN1A3FJJxlrkT-9A5emGYsT3Z6-PBD9uxK0gNPqtWZQ=384
https://links-2.govdelivery.com/CL0/https:%2F%2Fwww.hud.gov%2Fprogram_offices%2Fhousing%2Fsfh%2FSFH_policy_drafts%3Futm_medium=email%26utm_source=govdelivery/2/01010193df10fb78-e08f759d-a305-478b-b680-e9d68b81f37e-000000/pMwBZF53mt_e-8wbcGzZ37ttK2biUjoeF25cPfrGNi8=384

As a reminder, this draft ML is not official departmental policy and cannot be used in
connection with any FHA-insured mortgage. FHA'’s existing policies remain in effect until
amended.

Need Support? Contact the FHA Resource Center.

e Visit our knowledge base to obtain answers to frequently asked questions 24/7 at
www.hud.gov/answers.

e E-mail answers@hud.gov. Emails and phone messages will be responded to
during normal hours of operation, 8:00 AM to 8:00 PM (Eastern), Monday through
Friday on all non-Federal holidays.

e Call 1-800-CALLFHA (1-800-225-5342). Persons with hearing or speech
impairments may reach this number by calling the Federal Relay Service at 1-800-
877-8339.
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