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MORTGAGEE  LETTER 2004-21

TO:  ALL APPROVED MORTGAGEES

SUBJECT:
Revised Procedures for the Submission of form HUD-9807, Insurance Termination Request for Multifamily Mortgage (OMB Approval No. 2502-0416)


This Mortgagee Letter provides interim guidance on the submission of form HUD-9807, Insurance Termination Request for Multifamily Mortgage. This Mortgagee Letter also streamlines HUD field office and HQ staff review of requests for insurance termination.


During the recent period of low interest rates, the number of prepayments and hence, the number of HUD-9807s requiring review has jumped 100%. This has strained HUD’s ability to complete the necessary reviews in a timely manner. To address this situation, the Deputy Assistant Secretary for Multifamily Housing Programs is delegating specific authority to the eighteen (18) Multifamily Hub Directors for review and approval of form HUD-9807 for certain selected FHA-insured loans.  Effective immediately, Hub Directors will review submissions of form HUD-9807 for mortgages insured under certain sections of the National Housing Act.  The applicable Sections include:

· Section 232 (All Nursing Homes and other Health Care Facilities);

· Section 241 Loans (Supplemental Loans);

· Section 207 (Rental Housing Loans); and, 

· Section 220 (Rental Housing Loans in Urban Renewal areas);

· See Appendix 1 for a detailed listing of mortgage insurance programs.

This Mortgagee Letter is the first in a series that will revise the submission requirements for form HUD-9807 and the required review to be made by the Multifamily Hub to complete the termination of mortgage insurance and release of the regulatory agreement.

HUD reviews form HUD-9807 whenever there is a request for prepayment of an insured mortgage, or there is a voluntary termination of mortgage insurance.  Unless otherwise noted, references to prepayment in the remainder of this Mortgagee Letter refer to both a voluntary termination of the mortgage insurance without prepayment and a prepayment.  HUD’s review of the HUD-9807 is to ensure the various business agreements between the mortgagor and HUD are not compromised as a result of the prepayment; for example, second mortgages or use restrictions required by various subsidies may affect the terms and conditions for continuing use of a low-income housing resource.  HUD often needs to take action to ensure such restrictions are kept in force.

Presently, mortgagees submit form HUD-9807 to HUD’s Multifamily Insurance Operations Branch and /or Asset Management Offices.  These offices will continue to handle the review and approval of HUD-9807 for mortgages insured under various sections of the National Housing Act not specifically mentioned in this Mortgagee Letter.  They will work together to complete the prepayment and the release of the regulatory agreement.  

For mortgages insured under the sections of the Act listed above, authority for the review of the HUD-9807 is hereby delegated to the eighteen Hub Directors throughout the United States.  In the review, the Hub Director will ensure the following steps are taken prior to his/her recommendation to proceed with the termination of mortgage insurance.

1. The mortgagee submits the proposed form HUD-9807 to the Hub Director having jurisdictions over the property in question.  The attached Appendix 2 outlines Hub Office jurisdictions.  The Mortgagee may wish to contact the individual Hub Director to verify the servicing Hub.  Occasionally, servicing may be transferred between Hub Offices.

2. For voluntary terminations of insurance, the mortgagee submits the original credit instrument with its proposed form HUD-9807; otherwise, the Hub Director will obtain copies of the note, the mortgage, all allonges and amendments from the field office files or other repository.  To expedite the review process, mortgagees may, at their option, include copies of the note, mortgage and amendments, etc. with their submission.  

3. The Hub Director will ensure that each document is reviewed to determine whether there are any restrictions or conditions that might affect or prohibit the termination of insurance and any prepayment.  If the Hub Director determines that restrictions are present, he/she will send form HUD-9807 to the Office of Asset Management in HUD HQ with a description of the restriction and copies of all operative documents.

The potential restrictions are varied and may include:  prepayment lockouts, use restrictions, prohibitions against prepayment without HUD approval, or other conditions imposed from other grants or loans, such as Flexible Subsidy.  Some prepayments also may affect the continuation of section 8 contracts
 and some repayments, although apparently allowed by the note, may be prohibited due to subsidy contracts that preempt the owner’s right to prepay.  In some cases, second mortgage terms may impact first mortgage termination, or certain other debts to HUD may become due as a result of the prepayment, etc.  This list is not all-inclusive.

4. If no prepayment restrictions or prohibitions are detected, the Hub Director will route the approval letter through the Hub’s local counsel for concurrence.  The Hub Director should send the approval letter to the submitting mortgagee and ask that they file a final form HUD-9807, including completing block five (5) (the date the action, the prepayment or voluntary termination, occurred).  The letter from the Hub Director must instruct the mortgagee to fax or mail the completed form HUD-9807 and the Hub approval letter to the Multifamily Insurance Operations Branch (MFIOB).  If by facsimile (fax), MFIOB’s number is 202-401-3246.  If by mail, use the address below:

U.S. Department of HUD

Chief, Multifamily Insurance Operations Branch

PO Box 44124

Washington, DC 20026-4124

The Hub Director should also send a copy of the approval letter to:





Beverly J. Miller





Director, Office of Asset Management





451 Seventh Street, SW, Room 6160





Washington, DC 20410-1000

5. The MFIOB team will process the request for insurance termination.

HUD plans to expand the list of FHA insurance programs for which Hub Directors will be delegated review and approval authority.  This change to current procedure will be published later in an update of Handbook 4350.1 Insured Mortgage Servicing.  If there are questions, please call the appropriate Hub Office.

Sincerely,

            John C. Weicher

            Assistant Secretary for Housing-

                Federal Housing Commissioner

Attachments

� Some old regulation (pre-October 1979), state agency, section 8 contracts have riders that require termination of the section 8 contract upon prepayment of the mortgage.  
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