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SUBJECT:	SINGLE FAMILY DEFAULT MONITORING SYSTEM (SFDMS): ELECTRONIC REPORTING VIA THE FHA CONNECTION








The purpose of this mortgagee letter is to announce the availability of the FHA Connection for reporting monthly loan default data and to re-confirm the Department's mandate for electronic submission of Form HUD-92068A, Monthly Delinquent Loan Report.  Also included, in a question and answer format, are the most frequently asked questions regarding HUD's Single Family Default Monitoring System (SFDMS) and the electronic transmission of default data (see Attachment 1).  In addition, to ensure that mortgagees are using the correct status codes, a current listing of HUD-92068A default status codes is included as Attachment 2.





Success of Electronic Reporting





As mandated in Mortgagee Letter 96-14, dated March 19, 1996, all mortgagees, regardless of portfolio size, were to have converted to electronic reporting via electronic data interchange (EDI) on or before December 31, 1997.  Currently, all but a small number of mortgagees and servicers have established themselves as Trading Partners and are reporting default status through electronic means.  Both mortgagees and HUD have been pleased with the benefits of paperless default reporting including:





Elimination of most delivery errors and delays,





Efficient and timely processing,





Immediate feedback on the accuracy of the data,





Ability to correct data errors within the same reporting cycle.





Mortgagee Letter 96-14 also noted that the Department was reviewing alternatives to EDI for the smaller portfolio lenders.  The alternative developed by the Department is the FHA Connection.  An
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interactive system that may be accessed through the World Wide Web, the FHA Connection provides real-time access to several FHA systems for both t4e origination and servicing of FHA-insured mortgages.  All HUD-approved mortgagees, regardless of size, are welcome to use the FHA Connection for the monthly reporting of delinquent loan status.  However, because the default reporting application on the FHA Connection requires that mortgagees report and update each loan separately, many larger portfolio lenders may want to reserve the FHA Connection for exception reporting or for the validation of data previously reported via EDI.





Accessing the FHA Connection





To access the FHA Connection, you must have Internet access to the World Wide Web and an SSL-compliant browser (Netscape 2.02 or higher, or Microsoft's Internet Explorer version 3).  You can access https://entp.hud.gov/clas. You must have an FHA-assigned user ID.  Double-click on "Sign On", and you will be prompted for your FHA user ID.  Please note that both entries, user ID and Password, will be case-sensitive.





Obtaining User IDs





Two types of user IDs will be issued, an Application Coordinator ID and a standard user ID.  A maximum of two Application Coordinator IDs may be issued per lender at the corporate level.





Each mortgagee at the corporate level must designate their Application Coordinator(s) prior to requesting standard IDs.  The mortgagee's Application Coordinator(s) will be responsible for supplying authorization for the different applications that are available on the FHA Connection to each employee.  They will be able to accomplish this through the FHA Connection's ID Maintenance screen which will only be accessible to Application Coordinators.  The Application Coordinators will be able to give employees of their company access to the different applications (e.g. Loan Default, Mortgage Record Change, etc.), and will also be able to remove user IDs via the ID Maintenance screen.  There is no need to duplicate the Application Coordinator process solely for servicing applications if the mortgagee already has an active Application Coordinator in place.





In order to get an Application Coordinator's ID, the designated Application Coordinator must complete the FHA Application Coordinator Registration form which resides on FHA Connection web site.  Each Application Coordinator must be prepared to provide:





Name


Social Security Number


Mortgagee ID


E-mail address


Mother's Maiden Name


Desired Password


System Applying for





After successfully completing the form, the system will generate a user ID which will be mailed to the President/CEO.  The President/CEO will have to give the coordinator their ID when it is
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received through the mail.  If the President/CEO feels the applicant should not receive this ID, they may contact the help line to have the ID terminated.





Once an Application Coordinator has an ID, the system will allow other employees to request a standard ID for themselves.  Employees can accomplish this through the FHA Connection ID Registration form.  They will have to indicate that they are requesting a standard user ID, and provide information similar to that provided by the Application Coordinator.  After successfully completing the registration, the FHA Connection system will generate an ID.  The Application Coordinator will be able to retrieve the ID's from the system and grant the proper authorizations to each user.  Passwords will only be reset by calling the FHA help line at one of the four FHA Home Ownership Centers ("HOCs") listed below:





	Atlanta, Georgia	888-696-4687 (select option 8)


	Denver, Colorado	888-789-9166


	Philadelphia, Pennsylvania	800-440-8647 (extension 3035 or 3036)


	Santa Ana, California	888-827-5605





If you have questions regarding the data fields, screens, or help menus, you can e-mail FHA at SFAdmin@HUD.gov.





Mandate for Electronic Reporting





Effective with the reporting cycle ending March 31, 1999, all Forms HUD-92068A (Monthly Delinquent Loan Report), must be sent electronically to HUD Headquarters.  Mortgagees may meet this requirement by submission of the monthly default data via Electronic Data Interchange (EDI), through the FHA Connection, or by a combination of both means of electronic reporting.  HUD will no longer accept hard copy (paper) or magnetic tape submissions on or after March 31, 1999.  There will be no exceptions to this requirement.





For any mortgagee interested in using the FHA Connection, the instructions for access are provided above.  Mortgagees using EDI as the primary means of data submission are invited to use the FHA Connection for exception reporting and/ or case verification.  For those mortgagees interested in beginning to report via EDI, the Trading Partner Coordinator at 1-800-483-4334 (1-800-HUD-4-EDI) must be contacted to begin the process.  The Trading Partner Coordinator will review the EDI implementation process with you and arrange a testing start date.  If you expect to use EDI you must call immediately in order to ensure your ability to comply with the deadline.
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We look forward to having all HUD approved mortgagees on-line by he March 31, 1999 deadline, and appreciate your support in this effort.





								Sincerely yours,














William C. Apgar


Assistant Secretary for Housing


   Federal Housing Commissioner





Attachments
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Commonly Asked Questions About Electronic Default Reporting








HUD's conversion to paperless default reporting has been very successful.  The volume of EDI related calls from mortgagees has dropped off considerably.  However we thought it would be beneficial to share answers to the most frequently asked default reporting questions.








Q1:	How can I verify if HUD received my Monthly Delinquent Loan Report (TS264) reported via EDI?





A:	When mortgagees submit their data via EDI, HUD first returns a transaction set 997 (TS 997) which is also known as a functional acknowledgment.  This advises the sender (usually through a service bureau) that the data was delivered.  It does not confirm that the data submitted was accurate or complete.  After HUD brings the data into the application system for processing, the Department then generates an application advice, transaction set 824 (TS 824).  Mortgagees may expect to receive TS 824's whenever HUD finds a fatal error, a non-fatal error, or an account that identifies status code 68 for the first time.





Q2:	I didn't receive a TS 824 last month.  Does that mean that all the information on the TS 264 was accepted?





A:	TS 824 reports are only generated if there are errors in any of the cases reported in the Monthly Delinquent Loan Report, transaction set 264, or if a mortgagee reports a status code 68 for the first time.  If you report a small number of cases each month, it is possible that there are no errors and you will not receive an error notification.





	However, most large volume mortgagees should expect to receive at least one TS 824 for each reporting cycle.  With a large number of loans to report, the file usually contains one or more errors or has at least one loan reported as status code 68 for the first time.  Mortgagees should check with their system support or service bureau if you have not received at least one TS 824 within 5 working days of the TS 264 transmission.
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Q3:	What do I do if I don't receive a TS 824?





A:	First, check with your system support or service bureau to see if they have received TS 824s that have not yet been delivered to you.  Then, verify that they received a TS 997 functional acknowledgment.  If not, it means that HUD did not receive the TS 264 transmission.  There may be a technical problem with the format or the connection.  For assistance, have your system support or service bureau contact the HUD EDI help desk at 1-(800)-483-4334.





	If you received a functional acknowledgment but no TS 824 application advice, you can use the FHA Connection to see if HUD has processed your data on the Single Family Default Monitoring System (SFDMS).  Three or more business days after transmission of the TS 264, use the FHA Connection to look up one or more loan accounts that had status code changes since the prior reporting cycle.  If the FHA Connection reflects the new status code, your TS 264 information was received by HUD and processed.  However, only by checking individual accounts can you be sure that there are no errors in the TS 264.





Q4:	Is there a way to be sure that I receive TS 824s each month, even when I have no errors?





A:	If you are reporting a small number of loans each month it is safest to verify the status changes by looking up each case number on the FHA Connection three or four business days after reporting.  Mortgagees reporting large portfolios can insert, as the first and last records in the transmittal, "dummy" records guaranteed to generate error reports.  If you receive error notifications for the first and last records reported each month, you will know that your transmission was processed in its entirety.





Q5:	What errors are fatal, and how do I correct them?





A:	There are only three fatal errors that cause a report to be rejected.  The first is an invalid mortgagee identification number (R1).  This error usually affects all records in the transmittal and results in rejection of the entire TS 264.  This is usually an input error and- is easily corrected by resubmitting under the correct ID.





The second fatal error, an invalid case number (R2), means that a particular case number can't be found on HUD's Single Family Insurance System.  This could be the result of an input error, or it may indicate that the loan was never endorsed.  In either case, you should review the Mortgage Insurance Certificate (MIC) and compare the case number on the MIC to the number reported.  If the numbers are different, contact the Home Ownership Center with jurisdiction over the loan, to confirm the correct case number before resubmitting the TS 264.  If the numbers are the same, or you are unable to locate the MIC, it may indicate that the loan was never endorsed.  Again, you should contact the appropriate Home Ownership Center to verify the endorsement.
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The last fatal error is an invalid or inappropriate status code (R3).  This most commonly occurs when a default report is submitted for a loan that has been previously been reported as terminated (i.e., paid in full, reinstated, claim submitted).  To resolve this type of error, first determine the accurate default status of the loan.  If the loan has been paid in full or a claim has been submitted, no further action is necessary.  If the status reflected on the FHA Connection in incorrect, wait until the next reporting period and submit the correct default status at that time.





Q6:	When am I required to report that action has begun on a refinance or modification?





A:	Status codes 26 and 28 notify the Department that you are using available loss mitigation options to assist a borrower avoid foreclosure.  This action should be reported when you have determined that the borrower meets the general eligibility requirements for a refinance or modification even if you have not made a final credit decision or begun to draft documents.





	By reporting the beginning of a refinance or modification before the 6 month deadline for initiation of foreclosure, you are automatically entitled to a 90 day extension even if the option is unsuccessful.  If you have begun action on a refinance or modification but fail to report it, you will not be eligible for this 90 day extension, and may be subject to an interest curtailment if you have not taken and reported one of the actions required by 24 CFR 203.355 before the deadline.





Q7:	Do I need to advise HUD when an account is brought current even though I reported status code 19, Partial Reinstatement, when the loan was paid to less than 90 days delinquent?





A:	It is always in your best interest to report that your loss mitigation efforts have been successful.  Loss Mitigation Servicer Performance Scores are calculated based in part on information reported to SFDMS.  One of the factors measured in the performance score is the savings benefit to HUD resulting from your loss mitigation efforts on each default.  By not reporting reinstatements, you are underreporting the benefit of your loss mitigation activities, which may adversely impact your loss mitigation performance score.





Q8:	Where can I get more information about EDI reporting?





A:	First you can use the Internet to get a copy of the HUD EDI Implementation Guide.  The web address is:





http://www.hud.gov/fha/comp/edi/edi.html
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If you need assistance after reading the guide, you may contact HUD's Trading Partner Coordinator at 1-800-483-4334.
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Single Family Default Monitoring Status Codes








USE THE FOLLOWING CODES TO REPORT ACTIVE ACCOUNTS








STATUS	DEFINITION		GUIDANCE FOR USAGE


CODE





42	Delinquent		Use to advise that an account has become 90 or more days


			delinquent.





09	Forbearance		Use when the mortgagee has provided forbearance and the


			payments have been reduced or suspended.





32	Military Indulgence	Use when forbearance is offered to the mortgagor as


			provided in the Soldiers and Sailors Relief Act.





12	Repayment		Use when the mortgagee has provided forbearance and the


			borrower is required to make a minimum of full regular


			mortgage payments.





19	Partial Reinstatement	Use to advise that the account has been paid to


	(HUD defines as paid to	less than 90 days delinquent. (Full reinstatements will be


	less than 90 days	noted by either code 20 or 21.)


	delinquent)





26	Refinance		Use to advise that action has begun to refinance the


			delinquent account. (Successful completion of this action


			will be reported separately as code 13 - payment in full.)





28	Modification		Use to advise that action has begun to modify the existing


			mortgage to bring the account current. (Successful


			completion of this action will be reported separately


			as code 20 - reinstated by the mortgagor who retains


			ownership.)





10	Preclaim		Use when the mortgagor is eligible for HUD's partial


			claim and the required documentation is being prepared.





39	Preclaim Enrolled	Use to advise HUD when an initial partial claim is filed.
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41	Supplemental Preclaim	Use when a subsequent partial claim has been


			submitted to HUD. (HUD will provide guidance as to the


			number of partial claims and total amount that may be


			claimed.) --- (Reinstatement as a result of the payment of


			the partial claim must be reported separately as code 20 -


			reinstated by mortgagor who retains ownership.)





15	Pre-Foreclosure		Use when the mortgagor has been accepted into the pre-


	Acceptance Plan Available	foreclosure sale program.





44	Deed-in-Lieu Started	Use to advise that the necessary action to accept a


			deed-in-lieu of foreclosure has begun.





43	Foreclosure Started	Use to advise that foreclosure has started. *(For


			TS 264 mapping purposes, 43 was previously defined in the


			HUD EDI Implementation Guide as the "first legal


			action to commence foreclosure" - although others in the


			mortgage banking industry defined 43 as the referral to


			foreclosing attorney.)





68	First Legal Action to	Use to advise that the first public legal action to


	Commence Foreclosure	commence foreclosure has occurred.





45	Foreclosure Completed	Use to advise that foreclosure has been completed.





47	Deed in Lieu Completed	Use to advise that a deed-in-lieu of foreclosure was


			completed.





24	Government Seizure	Use to advise that the government (usually Department of


			Justice-DOJ)has seized possession a property securing an


			FHA-insured mortgage. All action by the mortgagee is on


			hold pending the disposition of the seizure.








USE THE FOLLOWING CODES TO REPORT DELINQUENCY CURES -


NO FURTHER REPORTING REQUIRED








STATUS	DEFINITION		GUIDANCE FOR USAGE


CODE





13	Paid in Full		Use to advise that the mortgage has been paid in full.





20	Reinstated by Mortgagor	Use to advise that the account was reinstated by the


	who retains ownership	mortgagor who retains ownership.
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21	Reinstated by Assumpter	Use to advise that the account was reinstated by


			an assumpter.





22	Servicing Transferred or	Use to advise that the servicing was transferred or


	Sold to Another Mortgagee	sold to another mortgagee.





25	Cancel		Use to cancel an account previously reported in error.





30	Third Party Sale		Use to advise that a third party purchased the property


			at foreclosure. No claim will be filed.








USE THE FOLLOWING CODES TO REPORT CLOSURE OF THE ACCOUNTS:


NO FURTHER REPORTING REOUIRED








STATUS	DEFINITION		GUIDANCE FOR USAGE


CODE





17	Pre-Foreclosure		Use to advise that a pre-foreclosure sale was completed.


	Sale Completed		(A pre-foreclosure sale claim will be submitted.)





46	Property Conveyed	Use to advise that the property was conveyed to HUD.


	to Insurer		(A conveyance claim will be submitted.)





48	Claim without		Use to advise that a third party purchased the property


	Conveyance of Title	at foreclosure where HUD authorized a claim without


			conveyance of title (CWCOT). (A CWCOT claim will be


			submitted.)





49	Assignment Completed	Use to advise that an assignment to HUD has been


			completed. (An assignment claim will be submitted.)


