U.S. Department of Housing and Urban Development

H O U S I N G

 ______________________________________________________________________

  Special Attention of:                 Notice  H 95-62 (HUD)

All Directors of Housing

All Directors of Single Family          Issued:  June 27, 1995

  Housing                               Expires: June 30, 1996

All Chiefs of Asset Management          ___________________________________

                                        Cross References:  






  Notice H 94-80

                                        Notice H 94-66

_______________________________________________________________________ 

Subject: Elimination of Monetary Limits for Field Office

         Approval of Compromises and Write-offs of Secretary-Held

         Mortgages

The purpose of this Notice is to:

1.Increase the authority of all Single Family Division

        Directors (except in Category D Offices) to approve

        compromise offers on single family Secretary-held mortgages

        regardless of the difference between payoff amount due to

        the Department and the net amount of proceeds received by

        the Department in the compromise sale.  This authority may

        not be delegated.

2.Give all Single Family Division Directors (except in

        Category D Offices) authority to approve compromise offers

        on single family Secretary-held mortgages with subordinate

        liens.  Ideally, each subordinate lien holder should

        compromise the amount due on its lien in direct proportion to

        the Department's compromise (i.e., if HUD agrees to forego

        an amount which equates to 10 percent of the outstanding

        balance, each subordinate lien holder should also forego

        at least 10 percent of its outstanding balance).  Where

        subordinate lien holders do not reduce their debt

        proportionally, and if the Director is willing to approve the

        arrangement, a detailed note to the file signed by the

        Director must set forth the reason that the subordinate

        lien holder will not proportionally compromise and the

        reason for approving the arrangement.  This authority

        may not be delegated.

3.In limited circumstances, increase the authority of all

        Single Family Division Directors (except in Category D

        offices) to write off unsecured debts due on a

        Secretary-held mortgage, without the referral to Debt

        Management Centers, in the specific situations explained in

        this Notice, and to write off secured debt when it is

        determined that the value of the property is less than the

        expected foreclosure costs and this action is taken to close
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out the account and release and satisfy the mortgage.  This authority may

not be delegated.

        All other provisions of Notice H 93-66 (extended to October 31, 1995,

by Notice 94-80) concerning changes and clarifications of existing

procedures on compromises and write-offs of Secretary-held mortgages remain

in effect.

NEW REPORTING REQUIREMENTS

        Within 10 working days after the end of the Fiscal Year, each office

that has approved any compromise offers or write-offs in the Fiscal Year

must submit a report to the Director of the Office of Insured Single Family

Housing, which contains the following information:

1.The Fiscal Year number of compromise offers approved by the office.

2.The Fiscal Year cumulative sum of the payoffs due on all mortgages on

which the office accepted a compromise offer.

3.The Fiscal Year sum of the net proceeds of compromise offers received

by the office.

4.The Fiscal Year average difference between the payoff amount due to

the Department and the net proceeds received from the compromise

offer.

5.The Fiscal Year amount of unsecured debt written off by the office.

6.The Fiscal Year amount of secured debt written off by the office.

WRITE-OFFS AND REFERRALS TO DEBT MANAGEMENT CENTERS

Unsecured Debt:  (Satisfaction and Release of Mortgage)

        All debt which cannot be referred to the Debt Management Centers

because it is legally without merit, cannot be substantiated, has been the

subject of Field Office collection efforts for more than 3 years, or cannot

be collected due to a court action, can be written off by the Single Family

Division Directors in all Field Offices, except Category D Offices.  The

attached worksheet, Section I. B., must be completed for all debt falling

into these four categories.  All other debt must be referred to a Debt

Collection Center which will determine the feasibility, cost-effectiveness,

and the extent to which the Department will pursue collection actions to

recover this debt.

        A copy of the properly completed and signed worksheet must be faxed to

the Office of Mortgage Insurance Accounting and
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Servicing (MIAS), Single Family Notes Service Center.  MIAS will use this

document to remove the debt from the Single Family Notes System.  All

further accounting for this debt, including write-offs, Internal Revenue

Service (IRS) reporting, and accounting for collections made, will be

handled by the Debt Management Centers.  In addition, a copy of the

completed and signed worksheet along with any supporting documentation must

be forwarded to the appropriate Debt Management Center.  Cases referred

from the New England, New York/New Jersey, Mid-Atlantic and Southeast areas

should be sent to the Albany Debt Management Center.   Cases referred from

the Midwest and Great Plains areas should be sent to the Chicago Debt

Management Center.  Cases referred from the Southwest, Pacific/Hawaii, and

Northwest/Alaska areas should be sent to the Seattle Debt Management

Center.  For audit purposes, Field Offices must retain a copy of the

worksheet in the loan servicing file.

Secured Debt (Mortgage has not been satisfied)

        Single Family Division Directors in all Field Offices (except Category

D Offices) may write off any amount of debt, and release and satisfy the

mortgage when it is determined to be in the Secretary's best interest not

to foreclose on low-value properties, such as vacant lots.  To meet the

criterion of this section, the office must determine that the property is

worth less than the expected costs of foreclosure.  The Field Office, in

these cases, is authorized to write off the debt and to release and satisfy

the mortgage.  The attached worksheet must be completed and faxed to MIAS,

Single Family Notes Accounting Branch, for all debt written off in

accordance with this section so that the accounting records can reflect the

write-off.

                              Sincerely yours,

                              Nicolas P. Retsinas

                              Assistant Secretary for Housing

                                - Federal Housing Commissioner

Attachment

                        WORKSHEET FOR WRITE-OFF OR COLLECTION REFERRAL

                                        OF SECRETARY-HELD MORTGAGE

Field Office:       ________________________           Branch Number: _____

Mortgagor Name:     ________________________

Social Security:    ________________________

FHA Case Number:    ________________________

Endorsement Date:   ________________________

SFMNS Number:       ________________________

Principal Balance:                                     $___________________

Interest Accrued:                                      $___________________

Late Charges:                                          $___________________

Escrow Balance/Deficit:                                $___________________

Unapplied Balance/Deficit (suspense file):             $___________________

Legal Fees/Costs incurred to date:                     $___________________

Total Balance Due                                      $___________________

Amount Quoted as Payoff (if applicable)                $___________________

Post Audit or Claim Interface Completed?   YES/NO   (circle one)

Date completed     /    /    .

Check one:

____ Write-off Requested (Complete Section I)

____ Referral to Debt Management Centers (Complete Section II)

SECTION I - WRITE-OFFS

This office is writing off the debt for the reason cited below:

A.Unsecured Debt:  (Mortgage Satisfied)

_____ 1.  Debt cannot be substantiated.  Explain:

          _________________________________________________________________

          _________________________________________________________________

          _________________________________________________________________

          _________________________________________________________________

_____ 2.  Debt is legally without merit.

_____ 3.  Debt collection efforts have taken over 3 years.

_____ 4.  The mortgagor was granted a discharge in Chapter 7

                Bankruptcy or other Court action was taken, and HUD was

                required to accept $_______ as payment in full.
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B.Secured Debt:  (Foreclosure is not viable option)

_____ 1.  Cost to foreclose would exceed property value.  See the

                following computation:

          Estimated property value                $______________

          Superior liens, taxes, etc.             - $____________

          Foreclosure costs                       - $____________

          Adjusted property value                 $______________

        (Estimated property value

                minus liens and foreclosure costs)

SECTION II - REFERRAL TO DEBT MANAGEMENT CENTERS

        Any account covered under this section must be referred to

the appropriate Debt Management Center.

_____ A.  Short pay-off processed.

_____ B.  Taxes paid after Mortgage was Satisfied.

_____ C.  Non-Sufficient Funds (NSF) check.

_____ D.  Loan was paid off prior to processing of claim.

_____ F.  Preservation expenses from Property Disposition Branch

                not accounted for on payoff quote.

_____ G.  Other.    _______________________________________________________

Property Address:   _______________________________________________________

                    _______________________________________________________

If available, please include Mortgagor's last known address and

phone number.

Prepared By:   _________________________________________    Date:__________

Concurred By:  _________________________________________    Date:__________

Approved By:   _________________________________________    Date:__________

Supporting Documentation Attached:

1. __________________________________________

2. __________________________________________

3. __________________________________________

4. __________________________________________

