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MORTGAGEE LETTER 2001-02

TO:  ALL APPROVED MORTGAGEES

ATTENTION:  SINGLE FAMILY SERVICING MANAGERS

SUBJECT:  FILING LOSS MITIGATION INCENTIVE CLAIMS VIA THE FHA                CONNECTION

Loss mitigation incentive claims (special forbearance claims (31), loan modification claims (32), and partial claims(33)), can now be filed electronically using the FHA Connection.  Most lenders are already using the FHA Connection for a variety of functions, including checking claim status and title approval records.  This new enhancement will make it possible for lenders to switch from paper claim filing to electronic submission for these three claim types.

Liability for claims filed via FHA Connection:
Lenders are liable for the contents of any claims they file via the FHA Connection.  Electronic submission of the claim constitutes certification that the statements and information contained in the claim are true and correct.  Lenders control who can file claims on their behalf because it is their responsibility to oversee the release of user IDs to their employees.  It is extremely important that lenders carefully select their application coordinators and conscientiously keep track of standard users, promptly terminating any who have left the company, and updating authorizations when appropriate.  

There are several checks on incoming claim transmissions to verify that they are sent by a valid user.  The FHA Connection user ID is validated and the corresponding mortgagee ID must be either the holder or servicer displayed on the claim submission.  As with paper loss mitigation claims, the holder and servicer numbers on the claim must match the information in HUD’s database. If discrepant, the claim cannot be successfully transmitted.  Mortgagees can update HUD’s records with the correct holder and servicer information using EDI Transaction Set 266 (Mortgage Record Change) or the Mortgage Record Change selection on the FHA Connection.

To further ensure the security of PRIVATE 
electronic claim filing over the FHA Connection, as well as other FHA Connection applications, we advise all users to exit the browser after completing a session using Claim Input.  This will prevent another user of the same computer from gaining access under the first user’s ID.

How to access the Claim Input Screen:

The Claim Input Screen is reached by selecting Claim Processing under Single Family Servicing in the FHA Connection.  Detailed instructions about the FHA Connection site and registration are provided in Attachment A.  Application coordinators may grant registered users access to the Claim Input function.  In addition, all users who want access to Claim Status and Title Approval Status, including those who currently use these screens, should also confirm their access to these two functions.  
General Information about Claim Filing via the FHA Connection:


 HUD is offering this enhancement as an electronic alternative to paper claim filing for the three loss mitigation incentive claims (31, 32 and 33).  Claims must be entered and transmitted individually under this method.  We will continue to explore ways for mortgagees to transmit files of more than one claim at a time, in the future. The Electronic Data Interchange (EDI) claims Transaction Set 260 is also being reviewed for modification so that these loss mitigation claims can be filed via EDI.  Because of the lengthy approval process required to modify EDI transaction sets, this enhancement is not expected to be available until late in 2001. 

Claims submitted through the FHA Connection will be batched and loaded on the HUD Claims system, nightly, for processing the next business day.  Within two business days after transmission, lenders should be able to view claim status on the FHA Connection.  

· For paid claims:  a duplicate Advice of Payment letter is available on FHA Connection, paper Advice of Payment letters will be mailed to the holder and servicer, and payment will be made electronically, with an addendum record describing the payment.

· For suspended claims:  claim data with edit codes will be available on FHA Connection.  No other notification will be sent for suspended claims in need of correction or documentation.  Therefore, it is important for mortgagees to review the status on the FHA Connection after submission (allow two business days from transmission before checking status).  All suspended claims that are not corrected or documented within 60 days will be deleted by HUD claim staff.  

Screen Appearance:

The data entry screen resembles the HUD-27011, but contains only those items that may apply to loss mitigation claims.  The item numbers on the screen match the item numbers on the form HUD-27011. Information from both Parts A and B is combined on one data entry form on the FHA Connection. Instructions for completing each applicable item can be found in Mortgagee Letter 99-27, dated August 25, 1999, subject: New Procedures for Filing Loss Mitigation Claims.

Data entry:

Explanations of each field on the data entry screen are provided in a help screen, accessible from the data entry screen. A copy of this help screen is attached to this mortgagee letter (Attachment B).  

You can select the appropriate entry from a drop down menu for some fields (claim type, default reason code, state).  Key in the requested data in other fields.  Two fields have default choices, which can be changed.

1.  New Claim, Correction or Comments:  The default selection is    “New Claim”.  

· Use “New Claim” for submitting a particular claim for the first time. 

· Use “Correction” for submitting a correction to a previously transmitted claim.  Please note that a corrected claim will replace any earlier electronic claim that has “suspended”.  The claim receipt date will be the date of the corrected claim.  

· Use “Comments” when sending comments only.  Mortgagee comments may be included with new and corrected claims also.  But, the designation “Comments” should only be used when sending comments alone.  

2.  #22. Is Property Vacant?  

The default for this field is “No” because property must be occupied for each of the loss mitigation claim types.  If you change this field to “Yes”, the claim will suspend when it is processed by the claim system at HUD.

Edits and Claims Transmission:

To transmit a claim after the appropriate fields have been entered, hit “Submit”.  Data will be edited before the submission is accepted.  Messages will appear to alert you to possible erroneous data. Edits include the following checks: 

Dates must be logical and formatted as MMDDYYYY.

Numeric fields must not contain alpha characters.

Required fields must be completed.

FHA Case number must be a valid insured loan.

Holder number must match holder number in HUD’s records.

Servicer number must match servicer number in HUD’s records.

User ID must be for employee of holder or servicer entered on      claim.

A complete listing of the edit messages can be found on the help screen printed in Attachment B.  When all edits have been resolved and the Submit button is hit again, a warning indicating that HUD will prosecute false claims and statements will appear before you can certify to the accuracy of the claim.  When you select “OK”, another message appears: “Ready to transmit claim to HUD?  Choose Cancel to stop or OK to transmit”.  When claim has been successfully transmitted, a new screen (SFIS Claims Input Result) will appear showing claim detail and receipt date.  Print this screen to serve as confirmation of what was transmitted.  Retain a copy of this screen print in the claim audit file.
Claims Input Summary:

Lenders can get a list of all claims transmitted during the day by going to Claims Input Summary. This lists all claims, in case number order, that were successfully transmitted under a specific user ID.  Once these claims are loaded into HUD’s Claim system, they will no longer appear on the Claim Input Summary.  

FHA Connection Editing:
If a claim is transmitted as a new claim via the FHA Connection more than once in the same day, transmissions after the first will be rejected as duplicates.  A claim can be retransmitted as a correction. The latest corrected transmission will be processed by HUD’s Claim system.  The following chart shows the outcomes when new and corrected claims are entered on the FHA Connection under various conditions:

Status on FHA Connection  when attempting to enter...
New claim
Correction

No prior claim (of same claim type) on current day’s file
Accepted (by FHAC)
Accepted (by FHAC)

Prior new claim (with same claim type) on current day’s file
Rejected as duplicate
Accepted (by FHAC)--overrides prior new claim

Prior correction (same claim type) on current day’s file
Rejected as duplicate
Accepted (by FHAC)--overrides prior correction

Prior new claim (different claim type) on current day’s file
Accepted (by FHAC) does not override prior claim with different claim type
Accepted (by FHAC) does not override prior correction with different claim type 

Claim System Editing:
If a claim, already suspended in HUD’s claim system, is retransmitted as a “New Claim”, it will be rejected as a duplicate when it is processed by the claims system.  It must be submitted as a “Correction” to replace an existing suspended claim.  And, only if the original suspended claim was submitted electronically, can it be replaced by an electronic correction.  If the original suspended claim was a paper claim, it cannot be replaced by the incoming FHA Connection correction.  The following chart shows the outcomes when new and corrected claims are transmitted via the FHA Connection, given various conditions on the claims system:

Status on claim system when FHA Connection claim is received
New claim
Correction

No prior claim on claim system
Accepted (for batching)
Accepted (for batching)

Prior FHA Connection claim (same claim type) suspended
Rejected on batch – BZ
Accepted—overrides existing suspended claim

Prior paper claim (same claim type) suspended
Rejected on batch – BZ
Rejected on batch – BZ

Prior FHA Connection or paper claim (different claim type) suspended
Accepted – will be suspended with CD

Prior suspended claim remains on file also
Accepted – will be suspended with CD

Prior suspended claim remains on file also

Do not retransmit a claim that has been suspended unless you want to change incorrect data on the claim.  A new receipt date will be created by the submission of a corrected claim.  This date will be evaluated against the 60 day time frame to submit a claim. If paper documentation is needed to support your claim, send it with the cover sheet found in Attachment C.  

Contact name and phone number:

All loss mitigation claims submitted via the FHA Connection must include a contact name and phone number.  This will make it easier for HUD staff to contact lenders, if necessary, about these electronic submissions.  If a specific individual is not the appropriate contact, the name of a department or functional area (e.g., Foreclosure dept., loss mitigation) may be entered. 


In addition, we have modified the Claims system to permit the storage of contact names and phone numbers for EDI claims as well. Contact names and phone numbers are already part of the EDI transmission, but had not been available to Claims reviewers.  The contact name and phone number from the EDI transmission will now be stored with each claim record. This information is picked up from the header in the EDI transmission.  Since a group of EDI claims may be sent under the same header, the same contact information would apply to each.  If a mortgagee wants to identify unique contacts for specific claims, they must send a header for each one.  The technical specifications for this are included in the EDI Implementation Guide and are also explained in Attachment D.   

If you have questions about loss mitigation claims and the use of the FHA Connection to file these claims, please contact the Claims Telephone Service Center at (703)235-9102.  







Sincerely yours,







William C. Apgar








Assistant Secretary for Housing - 







FHA Commissioner
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