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The purpose of this mortgagee letter is to provide guidance for several policy and procedural changes related to the acquisition of title and in the preparation and filing of Single Family Mortgage Insurance Claims.





1.	HUD's Schedule of Allowable Attorney Fees 





	Background





Historically, the Department has not published a reimbursement schedule for attorney fees.  HUD usually deferred to Fannie Mae's Schedule of Standard Attorney's Fees as a reasonable standard for claim reimbursement because the requirements for default and foreclosure servicing between HUD and Fannie Mae were previously very similar.  However, HUD has always reserved the right to reimburse only those costs which it considers to be reasonable and customary.





When HUD Handbook 4330.4, Single Family Insurance Claims, was issued in September 1994, the guidance in effect from Fannie Mae was the Standard Attorney Fee Schedule issued March 1, 1993, along with a May 1993 clarification for Pennsylvania cases. HUD has continued to accept that schedule, along with an additional clarification for Arkansas cases issued by Fannie Mae in November 1994, as the basis for determining reasonable and customary attorney fees.





Since that time, Fannie Mae has issued several changes to their foreclosure, eviction and bankruptcy related servicing requirements.  The policy and procedural changes introduced by Fannie Mae relied heavily upon the exclusive use of specific vendors.  Because the Department did not adopt that approach, it did not endorse the policy and procedural changes noted in Fannie Mae's Announcements 96-6, 96-12, and 97-5.
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To simplify this issue, HUD is issuing its own schedule for establishing reasonable and customary limits for the reimbursement of attorney fees.  HUD's Schedule of Attorney Fees is attached.





Effective Dates for HUD's Schedule of Attorney Fees





Foreclosures





The HUD Schedule of Attorney Fees will become effective for all cases where the first legal action taken to initiate foreclosure is on or after December 1, 1998.  In the interim, mortgagees shall continue to follow the March 1, 1993, Fannie Mae schedule alone, with the May 1993 clarification for Pennsylvania cases and the November 1994 clarification for Arkansas cases.





Bankruptcy Actions





The HUD Schedule will become effective for all bankruptcy clearances under-taken on or after December 1, 1998.  In most cases this event will occur when a petition for a release of the bankruptcy stay is submitted to the bankruptcy court.  HUD will not accept the date the lender requests its attorney begin legal action as sufficient.  Bankruptcy clearances begun prior to the effective date shall be reimbursed according to the March 1993 Fannie Mae schedule.





Possessory Actions (Evictions)





The HUD Schedule will become effective for all possessory actions undertaken on or after December 1, 1998.  Possessory actions begun prior to the effective date shall be reimbursed according to the March 1993 Fannie Mae schedule.





Deeds in Lieu of Foreclosure





The HUD Schedule will become effective for all deeds in lieu recorded into


HUD's name on or after December 1, 1998.  In the interim, mortgagees shall continue to follow the March 1993 Fannie Mae schedule.





2.	No Required use of Specific Attorneys





	HUD has not retained the services of a specific group of attorneys for foreclosures and


related actions.  Mortgagees are expected to use competent attorneys that have the requisite expertise to timely complete foreclosures and related legal actions in the subject jurisdictions.  The Department also expects mortgagees to ensure that all foreclosures are completed within established HUD time frames.
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3.	Extension Date for Cases Released from Bankruptcy





	Mortgagee Letter 98-7, issued January 27, 1998, announced a consolidation of the 60 day


allowance provided to initiate foreclosure (or otherwise meet the requirements of 24 CFR 203.355), and the 30 day allowance provided if a demand letter was required.





Cases released from bankruptcy on or after February 1, 1998, shall be provided this consolidated 90 day time period to initiate foreclosure or otherwise meet the requirements of 24 CFR 203.355.





4.	Items Included in Claim Payment





	Mortgagee Letter 98-7, dated January 27, 1998, announced that HUD was changing the


percentage of foreclosure and acquisition costs that would be reimbursed.  These changes would become effective for all mortgages insured on or after February 1, 1998.  This reimbursement percentage will be periodically revised based upon HUD's review of lender performance.  All revisions will be announced by Mortgagee Letter in advance of the effective date of the change.





In addition to continuing to identify attorney fees in Item 306 of Form HUD-27011 and foreclosure and acquisition costs in item 307, mortgagees shall identify bankruptcy fees in item 310. (These costs should be carried forward to items 112, 113 and 114, respectively of Form HUD-27011, Part B.) HUD will calculate the appropriate percentage that will be reimbursed in accordance with the performance incentives.





						Sincerely,











						Ira G. Peppercorn


						General Deputy Assistant


						   Secretary for Housing





Attachments


