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MORTGAGEE LETTER 2003-22

TO:  ALL APPROVED MORTGAGEES

ATTENTION:  SINGLE FAMILY SERVICING MANAGERS

SUBJECT:  Home Equity Conversion Mortgages (HECMs) –Procedural Guidance

The purpose of this mortgagee letter is to provide guidance and procedural clarification regarding Home Equity Conversion Mortgages (HECMs).  The issues covered in this mortgagee letter include appraisal policy on foreclosure or deed in lieu claims, the death notification requirement and procedural guidance for determining the amount of interest paid on claims.

Appraisal Policy on Foreclosure or Deed in Lieu Claims

Several mortgagees have recently raised the issue concerning the need to obtain a new appraisal when a property is under an executed contract of sale, but the sale will not be completed until after the date that the mortgagee should request a new appraisal. 

Of concern is HUD regulation §206.127(a)(2) which states that “[I]f the property will not be sold within six months from the date the mortgagee acquired title, the mortgagee shall, at least 15 days prior to the expiration of the six month period, request the Secretary to cause another appraisal to be made.”

Upon review of the matter, it was determined that under certain circumstances an extension of time to allow the sale to be completed would be appropriate.  Effective immediately, if a closing will occur within 30 days from the date the mortgagee should have ordered a new appraisal (per §206.127(a)(2), fifteen days prior to the expiration of six months from the date the mortgagee acquired title), mortgagees may request an extension of time to sell the property.  Extensions may be approved for up to 30 days to allow the sale to proceed. 
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This extension of time shall be requested from HUD’s National Servicing Center.  The address is:

U. S. Department of Housing and Urban Development 

National Servicing Center

Attn:  HECM Extensions

1516 South Boston Street, Suite 100

Tulsa, OK  74119

Fax number: 918-581-7497.

The ordering of a second appraisal is still applicable in the event the sales contract falls 
through and six months have expired since the completion date of the first appraisal.  Within 15 days of receipt of the second appraisal, the mortgagee must file a claim with HUD for the payment of insurance benefits as provided in §206.127(a), substituting the appraised value for the sale price.  The mortgagee is entitled to receive a claim payment for the difference between the mortgage balance (plus additional items specified in §206.129) and the appraised value.  A mortgagee’s claim for the payment of insurance benefits may include the cost of all required appraisals provided the appraisals were obtained after the mortgage became due and payable and the mortgagee is not otherwise reimbursed for the cost.

Requirement for Notification of Death 


When a mortgagor dies and the property is not the principal residence of at least one surviving mortgagor, the HECM mortgage balance becomes due and payable in full.  The mortgagee is required to notify the Department (see 24 CFR 206.27 (c)(1)).  This Notice must occur as soon as possible following the death, but no later than 60 days from the date of the mortgagor’s death.

This notice must be in writing, must provide the FHA case number, the mortgagor’s name, the property address and the date of death, which may be delivered via facsimile or letter.  The Notice must be delivered to the Department’s HECM servicing contractor:

U.S. Department of Housing and Urban Development

National Servicing Center.
c/o First Madison Services, Inc.

4111 S. Darlington, Suite 300, 

Tulsa, OK  74135

ATTN:  Document Custodian












              3


The Department expects mortgagees to exercise prudent servicing and reasonable diligence

to ensure that occupancy is verified on an annual basis.  HUD Handbook 4330.1, Rev-5, Section 

13-22, pages 13-19 “Mortgagor’s Occupancy and Maintenance of the Property” states that the mortgagee must provide a written certification for the mortgagor’s signature, to the mortgagor annually.  Although written certification may be useful in determining the mortgagor’s occupancy status, other supplemental measures may be needed to effectively determine date of death to meet the six (6) month requirement for first legal action.  Mortgagees may consider subscribing to one of several commercial resources that offer a monthly match of loan files against a Social Security database of death records.

Effective immediately, if a property is under an executed contract of sale and the closing will occur within 30 days from the date the mortgagee should have ordered a new appraisal (per §206.127(a)(2), fifteen days prior to the expiration of the six months from the date the mortgagee acquired title), mortgagees may request an extension of time to sell the property.  Extension requests should be submitted to HUD’s HECM Servicing Contractor using form HUD-50012, “Mortgagee’s Request for Extension of Time.”  This form must be supported by the most recent occupancy certification and a summary of the mortgagee’s efforts to verify occupancy.

Timeframes to use when Calculating Interest on HECM Claims

When submitting a claim, interest at the note rate is paid to the due date.  The due date, as provided for in §206.129(d) (1), means the date when the mortgagee notifies the Secretary under §206.27(c) (1) that the mortgage became due and payable, or the date the Secretary granted approval under §206.27(c) (2) for the mortgage to become due and payable.

With respect to a HECM mortgage that is foreclosed as a result of the death of the mortgagor, the “due date” is the date that HUD is notified of the mortgagor’s death (notification date).  Mortgagees are entitled to receive interest at the debenture rate from the due date (notification date) to the date the claim is paid as provided by §206.125(d).

HUD is aware that prior to publication of this Mortgagee Letter, some HECM claims were processed with note rate interest paid to the date of death rather than the date of notification.  Claims submitted using this calculation that were paid prior to the effective date of this letter will be considered compliant with HUD’s requirements. 
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Termination of FHA Insurance 

FHA mortgage insurance must be active in order for a claim to be paid.  This is true no matter what type of single family mortgage claim is in question.  Because the HECM mortgage data that the Department maintains is in a different system than that of all other Title II single family mortgages, the process is a little different.  The current procedure for processing a HECM claim is similar in that the Claims Branch reviews and processes the HECM claim for payment.  However, unlike all other single family Title II mortgages, the mortgage insurance is not automatically terminated as a result of the claim payment process.

After the Claims Branch completes its processing, an Advice of Payment (AOP) letter is prepared and forwarded to the mortgagee as well as the payment via wire transfer.  Information concerning the claims paid is forwarded to HUD’s Insurance Operations Division where the insurance will be terminated by HUD staff.  Mortgagees may review the loan status and will find that HUD has entered the termination code 09 for all accounts where HUD paid the HECM claim.


The mortgagee is responsible for the proper termination of insurance on a HECM loan only where there was a payment in full and no claim will be submitted.  The termination code for those transactions is 08.  To terminate the insurance in the Insurance Accounting Collection System (IACS), the mortgagee must use the MF59 “Loan Claim/Termination” screen.  Although mortgagees may have previously terminated HECM loans for an assignment, only authorized HUD personnel shall now process those terminations.

Should there be any questions regarding the insurance status of a HECM loan, mortgagees 

may call (202) 708-2438 (this is not a toll free number) and advise that the call is regarding a HECM mortgage.  Or questions may be forwarded via email to SF_Premiums@hud.gov.  All email submissions should identify that the inquiry is related to a HECM mortgage.

Any questions regarding this mortgagee letter may be directed to HUD’s National Servicing Center at (888) 297-8685 or hsg-lossmit@hud.gov.  The clarifications in this mortgagee letter are effective immediately.







___________________________________________







John C. Weicher

Assistant Secretary for Housing-







    Federal Housing Commissioner
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