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Mortgagee Letter 2003 -05

TO:  All Approved Mortgagees

ATTENTION:  Single Family Servicing Managers

SUBJECT:  Update of Mortgagee Letter 2002-10, 2002 Preservation and Protection 

  Cost Schedule and Policy Updates/2002 Post Endorsement Guidelines, 

  Fees and Schedules

The purpose of this Mortgagee Letter (ML) is to provide policy clarification and several updated cost schedules for preservation and protection services addressed in ML 2002-10.  These changes are effective 30 days from the date of this letter.

The following preservation and protection services are addressed:  Property Inspection Variations; Lock Changes/Securing; Debris Removal; Yard Maintenance; Winterization; and Photographs.  Each issue addressed in this Mortgagee Letter is cross-referenced to and follows the general order of ML 2002-10.

Two cost schedules and the Contact Listing for Lender Appeal have been updated and replace the specific attachments referenced in ML 2002-10, and are provided as attachments.  Specifically the following have been updated; Attachment 3, pages 2-5, LOCK CHANGE/SECURING SERVICE COST SCHEDULE, Attachment 7, pages 3-6, WINTERIZATION SERVICE COST SCHEDULE, and Attachment 10, Pages 2-6, CONTACTS FOR LENDER APPEAL.

Following are clarifications and updates to various sections of ML 2002-10.

1. PROPERTY INSPECTION SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to ML 2002-10), Attachment 2
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PHOTOGRAPHS (Refer to ML 2002-10, Attachment 2, Page 1)


At the time of the first inspection following verification that the property is vacant, the mortgagee must photograph the exterior and interior of the property.  All photographs must be dated.  An increase in the maximum from six to 15 photographs for the purpose of verifying the property condition at the time of the initial inspection will be allowed for reimbursement.  The overall maximum number of photographs for each case has been increased to 45.  Please also refer to the discussion regarding photographs in Attachment 8, page 1 of ML 2002-10.

Variations from General Inspection Requirements (aka HOT ZONES) 

(Attachment 2, Pages 6 - 7)
The following Zip codes will be added as variations from the general inspection requirements.  Properties within the referenced Zip codes shall be required to be inspected twice per week on a year-round basis.  These new zip codes are:

Mid West 

46408 – Gary, Indiana

46409 – Gary, Indiana

60620 – Chicago, Illinois

60629 – Chicago, Illinois

West

90001 – Los Angeles

90002 – Los Angeles

90003 – Los Angeles

90220 – Los Angeles

90221 – Los Angeles

90813 – Long Beach

2. LOCK CHANGE/SECURING SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to  ML 2002-10, Attachment 3)

Maximum Allowable Securing Fee (Attachment 3, Page 1-5)
When the Department issued ML 2002-10, the term “One-Time Securing Fee” was used to identify an overall cap for the various costs required to secure a property.  Unfortunately this term was misunderstood and as a result needs clarification. Therefore, the term “One-Time Securing Fee” is henceforth to be known as the  “Maximum Allowable Securing Fee.”
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As a reminder of the guidance provided in ML 2002-10, the “Maximum Allowable Securing Fee” includes those costs required to secure windows and doors to prevent against unauthorized entry and to protect against weather damage.  This includes the replacement of broken glass, unless the opening is to be boarded.  In either case, broken glass must be removed.  Locks on the front and rear entry doors must be replaced with master locks with identical key codes for both doors.  Any other secondary entryway that provides immediate access to the living area, attached garage or basement area must be secured.  Doors must not be braced or nailed shut unless otherwise specified below or the mortgagee will be held accountable for any damage caused by these practices.  Sliding glass doors must be double locked.  Detached garage doors and outbuildings must be secured with a padlock and hasp, and entrance gates to fences surrounding pools are to be secured with a padlock and chain when no lock is present.

A separate cost schedule (see table that follows) has been created to reflect temporary measures to protect the interior of the property from damage caused by leaking roofs.  These temporary repairs in the form of patchwork/covering or replacing loose shingles should be performed promptly.  Mortgagees must document the temporary measures taken to protect the property.  Before and after photographs accompanied by a detailed description of what actions were taken to secure the property shall be required to be maintained to support the reimbursement of the costs claimed.

The cost schedule, shown as Attachment 1, will reflect the new “maximum allowable securing fee” which is now separate from costs associated with temporary roof repairs.

3. LOCK CHANGE/SECURING SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to ML 2002-10, Attachment 3)

MID-ATLANTIC/Variation From General Requirements (Attachment 3, Page 8)
Delaware was not separately identified in ML 2002-10, and is therefore added.  In the State of Delaware, install Master Lock key code to 44535 on the front and rear entry doors.  On other secondary entry doors with existing deadbolt locks, re-key to lock type 44535.  Where a lockset is not practical, use Master padlock A389.  Install slide bolt on any remaining secondary entry doors on the first floor.

MID-ATLANTIC/Philadelphia, Pennsylvania(Attachment 3, Page 8)  

There is a need to separately identify the requirements for the City of Philadelphia. Therefore, in the City of Philadelphia, install Hampton padlock code 802 on front entry doors, rear entry doors and on any other secondary entry doors.
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4. DEBRIS REMOVAL SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to  ML 2002-10, Attachment 5

Attachment 5, Page 1.  Dump Fee Receipt 

Mortgagees must maintain a salvage and dumping fee receipt for each property   in the claim review file. The documentation must include the date, address of the property(s) for which the debris is being dumped, number of yards dumped, and the number and type of appliances (e.g. refrigerators, stoves, dishwashers) being dumped or disposed.  The receipt must indicate the name of the dump to verify that the debris has been disposed of legally. 

Attachment 5, Page 12.  Debris Over Allowable Bids 
Mortgagees are reminded that prior written approval is required to claim reimbursement for any amounts that exceed the cost limit. When requesting approval to exceed the debris removal cost limit, the mortagee must obtain two independent competitive bids.  If the mortgagee uses a national field service company, one of the bids may be provided by the field service company.  However, the second independent and competitive bid may not be channeled through the field service company, and both bids must be submitted to HUD’s designee by the mortgagee.

Under no circumstances may the mortgagee allow field service companies or contractors to process and submit the second bid (or an additional bid if so required) directly to the M&M contractor.  This violates the integrity of HUD’s requirement for an independent and competitive bid process and is prohibited.

5. YARD MAINTENANCE SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to ML 2002-10, Attachment 6)

Attachment 6, Page 1.  Initial Cut
Excluding properties in the Denver Homeownership Center (HOC) area where only one initial cut will be reimbursed, there is a change in the initial cut requirements.  Under certain circumstances where the foreclosure process exceeds 12 months, and the mortgagee is in compliance with the reasonable diligence requirement, an initial grass cut will be allowed once per 12 months.  No more than one initial lawn cut will be allowed per 12 month period.  If the grass grows to six inches in length during the off-season, the mortgagee must request prior approval to cut the grass.  Grass will be cut to a maximum of two inches in length.  If it becomes necessary for the mortgagee to request permission to cut the grass before the official season begins, the mortgagee may not claim this special service and an “initial cut” unless the grass again becomes six or more inches high, “Before” and “After” photographs are always required for the initial grass cut, the final grass cut and any “off-season” grass cut, if such action was necessary.
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6. WINTERIZATION SERVICE REQUIREMENTS AND COST SCHEDULE (Refer to ML 2002-10, Attachment 7
Hot Water Baseboard Systems (Attachment 7, page 1) 

This is in response to industry questions regarding how the Department identified various heating systems.  As a point of clarity HUD considers that hot water baseboard heat is separate and distinct from heating derived from steam heat systems and dry heat systems.  For the point of this discussion, hot water baseboard heating systems derive heat from hot water carried through copper tubing (normally 3/8 inches to ¾ inch diameter, however tubing can be as wide as 1 ½ inches in diameter).

Wet Heat, Radiant, or Hot Water Baseboard Systems (Attachment 7, Pages 1, 20, 23, 24 and 27).  

In response to industry concerns, when testing the system for leakage, pressurize the system with an air compressor to 35 pounds and inspect for leakage.  

If you have any questions, please refer to the updated contact listing for the appropriate M&M contractor.







_________________________________________






John C. Weicher






Assistant Secretary for Housing-






    Federal Housing Commissioner

Attachments

_919156540.doc
�



�
















