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February 23, 2006         

MORTGAGEE LETTER 2006-05

TO:

  
ALL APPROVED MORTGAGEES

ATTENTION: 
Single Family Servicing Managers

SUBJECT:

Foreclosure Moratorium Extensions to Assist Victims of

Hurricanes Katrina, Rita and Wilma
On November 22, 2005, HUD published Mortgagee Letter (ML) 2005-45, Foreclosure Moratorium Extensions to Assist Victims of Hurricanes Katrina and Rita in Presidentially-Declared Disaster Areas that have counties in Alabama, Louisiana, Mississippi, and Texas eligible to receive Individual Assistance.  This guidance extended until February 28, 2006, the initial 90-day moratorium on foreclosures of FHA-insured loans in areas impacted by Hurricanes Katrina and Rita.
This forbearance has successfully helped affected borrowers and their mortgagees work through extremely challenging circumstances to obtain available insurance recoveries and explore available alternatives for repairing damaged homes and resolving mortgage defaults.  However, due to the magnitude of the storm damage, mortgagees and borrowers may still need additional time to develop and finalize plans for home repair and resumption of mortgage payments.  The Department has learned that some borrowers have not received final hazard and flood insurance proceeds.  Additionally, borrowers who wish to rebuild and retain homeownership but do not have sufficient insurance proceeds are continuing to explore financing alternatives including Small Business Administration loans and funding through state and local funding sources, including Community Development Block Grant funding that may soon be available.  As a result, HUD is extending the foreclosure moratorium for an additional 120 days in those areas eligible for individual assistance, subject to the following restrictions:

1. The extended moratorium will apply to those counties in the states of Alabama, Florida, Louisiana, Mississippi, and Texas declared by FEMA to be eligible for individual assistance as a result of Hurricanes Katrina, Rita or Wilma.  Information can be obtained on the Internet at http://www.fema.gov/press/2005/hurricane_season.shtm, or by calling the local FEMA office to determine the counties eligible for individual assistance.

2. On or before March 31, 2006, mortgagees must:

· Assess the status, condition, and habitability of the mortgaged property;

· Establish contact with borrowers and evaluate their short term and long term plans for housing, employment, home repairs and repayment of the mortgage debt;

· Complete a determination of the borrower(s) hazard and flood insurance coverage, property damage and available insurance recoveries;

· Confirm in writing that the borrower intends to work with the mortgagee to develop and implement a plan to repair or rebuild the home and resolve the mortgage delinquency.

3. If, by March 31, 2006, the borrower provides a written commitment to work with the mortgagee to develop and implement a plan to resolve the mortgage delinquency, the time to initiate foreclosure will automatically be extended an additional 90 days to June 30, 2006.

4. The foreclosure moratorium will terminate on March 31, 2006, for all loans where the borrower has not made a written commitment.  

5. The written commitment may be an application to utilize one of the FHA loss mitigation options, including Special Forbearance, Mortgage Modification, Partial Claim, Mortgage Assistance Initiative or Deed-In-Lieu of Foreclosure, or it may be a written communication from the borrower delivered by mail, fax or electronic media requesting additional time to work with the mortgagee to resolve the debt. 

6. Should a borrower fail to make a written request for additional time to resolve the default on or before the March 31, 2006 deadline, but subsequently notifies the mortgagee of his or her desire to retain homeownership, the mortgagee must fully evaluate the borrower’s eligibility for all loss mitigation alternatives and implement the appropriate action.  

7. As a reminder, only borrowers who are unable to maintain mortgage obligations due to hurricane related property damage, curtailment of income or increased living expenses are eligible for moratorium relief.  Normal timeframes and loss mitigation options apply for borrowers in the individual assistance areas whose cause of default is unrelated to the hurricanes.

There is no automatic extension of the foreclosure moratorium for properties located outside the individual assistance areas.  However, if a mortgagee has been unable to assess property condition or contact a borrower in any of the counties designated as Presidentially-declared disaster areas, and they believe it is in the best interest of the government to delay foreclosure or initiation of foreclosure until a loss mitigation assessment can be completed, they may submit form HUD 50012, “Mortgagee’s Request for Extension of Time,” to HUD’s National Servicing Center, as per normal guidelines, indicating the name of the disaster and the reason the extension is needed.  Such extension requests should be sent to HUD’s National Servicing Center (NSC) at the address below.

U S. Department of Housing and Urban Development

National Servicing Center

Williams Center Tower II

2 West Second Street, Suite 400

Tulsa, Oklahoma 74103

Fax:  918 292-8992

Phone:  888-297-8685

Mortgagees or their servicers are encouraged to consult with their bankruptcy counsel to determine how to permissibly communicate with borrowers in bankruptcy regarding these issues.

Mortgagees and servicers should refer to Mortgagee Letter 2005-33, issued August 31, 2005, and Mortgagee Letter 2005-41, issued October 24, 2005, for current guidance regarding servicing and property preservation and protection matters and to Mortgagee Letter 2005-46, issued December 1, 2005, for details regarding the special FHA Mortgage Assistance Initiative and Mortgage Modification authority.

The Department continues to encourage mortgagees and their servicers not to report delinquencies on loans in the Presidentially-declared disaster areas to credit reporting agencies until and unless a mortgage is referred to foreclosure.  However, mortgagees must report all 90-day delinquencies to HUD's Single Family Default Monitoring System (SFDMS) using FHA Connection or EDI.  To identify delinquencies caused by property damage and/or natural disasters, HUD has implemented a new Delinquency Status Code and a new Default Reason Code, that are now available for use by mortgagees.  The new delinquency status code, Natural Disaster (34), can be used following initial delinquency reporting on a loan that is 90 or more days past due where the property is in a Presidentially-declared disaster area (as defined by FEMA).  This code should be used when no other delinquency status code is appropriate (i.e., use status code 34 until the servicer implements a workout option with the borrower or the loan is placed into foreclosure, at which time the loss mitigation or foreclosure action taken would be reported using the appropriate status code). The new default reason code Casualty Loss (19) should be used to report that the delinquency is attributable to the borrower having incurred a sudden, unexpected property loss as the result of an accident, fire, storm, theft, hurricane, earthquake, etc.  These new codes must be used immediately.  

The information collection requirements contained in this document have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3520) and assigned OMB control numbers 2502-0436, 2502-0523 and 2502-0429.  In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to respond to, a collection of information unless the collection displays a currently valid OMB control number.


If you have any questions concerning this Mortgagee Letter, please contact the National Servicing Center at 888-297-8685.







Sincerely,







Brian D. Montgomery







Assistant Secretary for Housing-






                Federal Housing Commissioner
www.hud.gov                espanol.hud.gov

