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September 22, 2004

MORTGAGEE LETTER 2004-38
TO:

ALL APPROVED MORTGAGEES

SUBJECT:
Multifamily Servicing Policies to Assist Victims of Presidentially-Declared 

     Disasters


This Mortgagee Letter is being issued as a reminder to mortgagees to be sensitive to the problems and needs of mortgagors who were seriously impacted by any Presidentially-declared disaster.


When the President declares a disaster, the mortgagee must check with the Federal Emergency Management Agency (FEMA) to identify the specific affected counties and corresponding declaration dates.  This information can usually be found on the Internet at http://www.fema.gov/disasters or by calling the local FEMA office.

MORTGAGE SERVICING


HUD strongly encourages mortgagees not to elect to foreclose on a defaulted mortgage or to acquire title to the project by deed-in-lieu of foreclosure for the duration of the emergency.  If the mortgagee elects to assign to HUD a mortgage that goes into default during the declared emergency, rather than to foreclose, HUD hereby agrees to extend from 30 days to 90 days the period for recording the assignment of mortgage after the mortgagee provides the notice of election to assign to HUD, in order to give the mortgagee and the owner an extended period of time to attempt to cure the loan default.


HUD strongly recommends liberal servicing of mortgages for owners whose properties were directly affected by the disaster.  Such actions might include waiver of late charges, expedited release of escrows to make repairs, etc.  HUD also offers a partial payment of claim program to mortgagees and mortgagors to cure mortgagor defaults and avoid an assignment of the mortgage.


Mortgagees should ensure that hazard insurance claims are filed and settled expeditiously.  Mortgagees must release appropriate proceeds to the mortgagor and are encouraged not to retain hazard insurance proceeds to make up an existing arrearage without the written consent of the mortgagor and the Department.


HUD usually works with FEMA to identify vacant units in multifamily projects with HUD-insured mortgages that may be available to displaced tenants as temporary housing for those forced from their homes.


Owners may have a need for short-term or long-term financing through local, state or federal programs or from conventional lenders to conduct temporary or long-term repairs.  If HUD approves this financing, we encourage mortgagees to favorably consider allowing a junior lien to be created should the mortgagor make such a request.

THE FEDERAL EMERGENCY MANAGEMENT AGENCY (FEMA) MORTGAGE ASSISTANCE PAYMENT PROGRAM


Mortgagees must inform mortgagors regarding this program.  The following text is an example of what such a notice should include:  “If a major disaster has occurred, the Federal Emergency Management Agency (FEMA) will publicize a toll-free telephone number in the disaster area.  Call that number for information about FEMA’s program.  You may also visit FEMA’s temporary Disaster Relief Office in the disaster area or call the permanent FEMA Disaster Relief Office that serves your area.”


If you have any questions concerning this Mortgagee Letter, please contact your local Field Office.







Sincerely,







John C. Weicher







Assistant Secretary for Housing–







    Federal Housing Commissioner
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