
October 23, 2009

Mortgagee Letter 2009-44
TO: 


ALL APPROVED MORTGAGEES
ATTENTION:
Single Family Servicing Managers
SUBJECT:

Home Equity Conversion Mortgage (HECM) Program -- Clarification 
of Debenture Interest Calculation for HECM Claim Type 21; 

Claim Filing Instructions for HECM Claim Types 21 and 24
The purpose of this Mortgagee Letter is to provide clarification of the debenture interest calculation for HECM Claim Type 21 (Foreclosure or Deed-in-Lieu of Foreclosure).  In addition, this Mortgagee Letter also provides updated filing instructions for HECM Claim Type 21, and for HECM Claim Type 24 (Supplemental).  

The clarifications provided in this Mortgagee Letter are effective immediately.

Items addressed in this Mortgagee Letter:  

· Clarification of the term “due date” as it relates to HECM Claim Type 21. 
· Identification of the additional information that must be provided for Claim Type 21, to ensure the proper calculation of debenture interest. 
· Reiteration of notification requirements related to the due date as provided in 24 CFR 206.27(c)(1) and (2).  This requirement was previously addressed in Mortgagee Letter 2003-22, dated December 4, 2003, Home Equity Conversion Mortgages (HECMs) – Procedural Guidance, under Requirement for Notification of Death.
· Clarification that 24 CFR §206.129(d)(2)(iii) incorporates the provisions of 24 CFR §203.405(a) and not subsection §203.405(b).  The debenture interest rate for HECM claims is the debenture interest rate established by the Secretary in accordance with Section 224 of the National Housing Act but shall not exceed the Treasury 15-year Constant Maturity Rate in effect on the date the mortgage was endorsed for insurance. 
· Updated Claim Filing Instructions for HECM Claim Type 21 and Claim Type 24.
· Clarification of appraisal requirements related to claim filing.
I.
Clarification of Dates for Calculation of Interest 

The Department has determined that it is necessary to issue clarification to previous guidance regarding debenture interest payments on some HECM Claim Type 21, Foreclosure or Deed-in-Lieu of Foreclosure claims.  This is a result of claims being submitted without adequate information to correctly calculate the interest.  Provided that the mortgagee has complied with all established HUD timeframes, debenture interest is payable from the due date to the date of settlement on HECM Claim Type 21 (foreclosure or deed-in-lieu of foreclosure) claims.  For comparison, debenture interest is paid from the deed recordation date to the settlement date for HECM Claim Type 23 (mortgagor or mortgagor’s estate sale) claims. 

The debenture interest rate is based on the higher rate in effect on either the date of endorsement or the date of firm commitment, as established by the Secretary in accordance with Section 224 of the National Housing Act.  This rate shall not exceed the Treasury 15-year Constant Maturity Rate in effect on the date the mortgage was endorsed for insurance.  This guidance is located at 24 CFR §206.129(d)(2)(iii), which incorporates the provisions of 24 CFR §203.405(a) and not subsection §203.405(b). 
II.
Definition of “Due Date” for Foreclosure/ Deed-in-Lieu of Foreclosure Claims
HUD Regulation 24 CFR §206.129(d)(2)(iii) provides for a debenture interest component for claims paid when the mortgagee acquires title by foreclosure or deed-in-lieu or when a third party acquires title at the foreclosure sale.  Under these circumstances, the claim payment will include an amount equal to the interest allowance, which would have been earned from the due date to the date when payment of the claim is made provided that the mortgagee has complied with all required timeframes.  
The due date, as provided for in §206.129(d)(1), is defined as the date when the mortgagee notifies the Secretary under §206.27(c) (1) that the mortgage became due and payable in full (either because of the mortgagor’s death or because the mortgagor no longer holds title to the property) or, if applicable, the date the Secretary granted approval under §206.27(c)(2) for the mortgage to become due and payable.  Mortgagees are entitled to receive interest at the debenture rate from the due date (notification date) to the date the claim is paid as provided by §206.125(d).  To ensure eligibility for the full debenture interest allowance, mortgagees must comply with all time frame requirements including the institution of foreclosure, reasonable diligence in prosecution of foreclosure and claim submission.  Mortgagees are cautioned that they must enter a self-curtailment date to Item 31, Part A, Form HUD-27011, as applicable.
Mortgagees must submit the formal notification of death as well as requests for HUD’s approval to call the loan due and payable in writing.  The written notification must be sent via mail, email, or facsimile (fax) to HUD’s HECM servicing contractor.
The contact information for the current HECM servicing contractor is:
C&L Service Corp./Morris-Griffin Corp.

2488 East 81st Street, Suite 700

Tulsa, Oklahoma  74137

HECMservicing@cls-mgc.com
The current telephone numbers for C&L Service Corp. /Morris-Griffin Corp. are as follows:

Toll Free:  (866) 377-8667

Toll Free Fax:  (866) 249-0626

Local:  (918) 551-5300

Local Fax:  (918) 551-5399

As its agent for these matters, HUD’s HECM Servicing Contractor is expected to reply on the Department’s behalf within 30 days of receipt of the request.  To enhance the Department’s ability to track and archive the due and payable approvals and denials, the HECM Servicing Contractor shall issue those responses electronically.
III.
Claim Filing /Documentation of the Due Date
Effective with the date of this Mortgagee Letter, for all HECM Claim Type 21 submissions, the due date as defined herein must be captured in Item 29, Part A, Form HUD-27011.  Likewise, mortgagees must enter the date of death or the date the mortgagor no longer held title to the property in the “Mortgagee’s Comments” section of Part A, Form HUD-27011.
The death of the last surviving mortgagor or the date that title to the property was no longer held by any original mortgagor, must documented.  When the mortgagee requests HUD’s approval to call the loan due and payable, the documentation needed to verify the due date, or the approval date, is a dated copy of the email from HUD or fax from HUD approving the request.  This must be included in the claim package.  Mortgagees must maintain documentation verifying the due date in the claim review file and it must be made available for review at the Department’s request, such as for a post claim review, as specified at §203.365.
IV.

Supplemental Claims – Correction of Claim Type 21
Because of various issues involving missing or incorrect information, some HECM Type 21 claims paid since April 1, 2006, may not have included the correct debenture interest payment.  The Department is prepared to accept supplemental claims (Claim Type 24) for the correction of those claims, based upon the guidance in this Mortgagee Letter.  The supplemental claim packages must be clearly annotated on the top of the claim form Debenture Interest Correction – Claim Type 21. 
Mortgagees must file supplemental claims for HECM Type 21 debenture interest correction by completing Part A, Form HUD-27011, adding an original signature and including copies of the original claim form, advice of payment letter and documentation that (1) shows the due date and, if applicable, date of mortgagor’s death, and (2) supports the timely notification of the due date to the Department.  Submit these claims to the following address:
U.S. Department of Housing and Urban Development
Single Family Claims Branch – HECM Processing
451 7th St., SW, Room 6251
Washington, DC 20410 - 8000
The deadline for HUD’s receipt of such debenture interest correction supplemental claims will be six months from the date of this Mortgagee Letter.  
V.

Appraisals for Claim Filing
The Department expects mortgagees to obtain full property appraisals in connection with HECM claims, as required under 24 CFR §206.125 and §206.127.  The Department is aware that circumstances such as an adverse occupant may inhibit completion of a full appraisal.  When the appraiser is unable to enter the property to complete the appraisal, HUD may reimburse the cost of an exterior appraisal, provided that the appraiser notes the specific circumstances on the invoice for the exterior appraisal.  Additionally, the mortgagee must document the claim file with a complete explanation of its attempts to obtain a full appraisal and the reason for its inability to obtain a full appraisal.
Any questions regarding this Mortgagee Letter may be directed to HUD’s National Servicing Center at (888) 297-8685 or HECMhelp@hud.gov.  Persons with hearing or speech impairments may access this number via TDD/TTY by calling 1-877-TDD-2HUD
(1-877-833-2483). 





Sincerely,






David H. Stevens

Assistant Secretary for Housing –






    Federal Housing Commissioner

Attachments:

Claim Type 21 - Filing Instructions

Claim Type 24 - Filing Instructions

Paperwork Reduction Act:

The information collection requirements contained in this document are pending approval by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3520) and assigned OMB control number 2502-0429.  In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to respond to, a collection of information unless the collection displays a currently valid OMB Control Number

