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July 17, 2002

MORTGAGEE LETTER 2002-15 

TO:  ALL APPROVED MORTGAGEES    

Subject:   Enhancements to the Neighborhood Watch Early Warning System          

This mortgagee letter announces enhancements that were made to the Neighborhood Watch Early Warning System since the issuance of Mortgagee Letter 00-20, 

Neighborhood Watch provides loan performance data via the FHA Connection, dated 

June 2, 2000.  

Background


Neighborhood Watch is a web-based software application that was initially developed in 1998 to aid FHA staff in evaluating single family programs and monitoring the origination performance of FHA approved mortgagees.  Since Neighborhood Watch was made available to mortgagees in March 1999 via HUD’s FHA Connection, all FHA-approved mortgagees are able to analyze their own and others early default and claim performance.  The system is designed to highlight exceptions, so that potential problems are readily identifiable.  Neighborhood Watch is primarily a tool that identifies lenders and loan characteristics within various geographic areas that have a high incidence of single family insured mortgages going into default (90 days or more delinquent) within the first two years of loan origination.


Once authorized to use Neighborhood Watch (following completion of the FHA Connection Registration Form), mortgagees can select the Neighborhood Watch link located on the “Single Family FHA” screen of the FHA Connection to begin using the application.  The website address for the FHA Connection is: https://entp.hud.gov/clas/index.html.


In November 2000, Neighborhood Watch was made available to the public via HUD’s Internet site at https://entp.hud.gov/sfnw/public/.  Unlike the site used by mortgagees and HUD staff, the public site does not display case details that are protected by the Privacy Act that would allow an individual to be identified.  

Enhancements

Enhancements to Neighborhood Watch are released periodically each year.  When system enhancements are made, the message line at the bottom of the Neighborhood Watch screen informs users to view the “What’s New” option in the Help menu for a description.  Following are the enhancements to Neighborhood Watch that have been made since June 2000.

September 28, 2000

· Added branch level detail for originations and defaults to the "All Lenders/Area" and "Single Lender" features in the Early Warnings menu option. 

March 26, 2001

· Added Current Defaults 1to the Default Choices window.  Current defaults are defined as loans reported as 90 days or more delinquent by the servicing lender as of the last reporting cycle updated in Neighborhood Watch.  

· Updated method of calculating First Defaults to include counts of all defaults regardless of the initial default code reported.

· Increased the drill down limit for case and default details from 3,000 to 15,000 records. 

· Modified the Early Warning screens to allow users to select a range of originations, defaults, claims, and/or compare ratios.

July 24, 2001

· Added Census Tract data including counts by Served, Underserved, Undesignated and All Tracts. 

· Added Insurance Fund data including counts by Mutual Mortgage Insurance Fund, Special Insurance Fund, General Insurance Fund, and All Funds. 

· Modified the output layout for case and default details; removed the Upfront Mortgage Insurance Premium (UFMIP) data and added the following data fields:  

· Underwriter ID

· Underwriter Name

· Three Post-technical review ratings: Underwriters Review of Appraisal; Underwriters Mortgage Credit Rating; and Underwriters Closing Package Rating

· Borrower Social Security Number

· Gift amount 

· Gift source

· Number of dwelling units

· Added Broker/Sponsor Choices - All Combinations and Sponsor Summary (to display counts of loans underwritten by the sponsor) to “Single Lender” in Early Warnings.

· Added a DBA (“doing business as”) crosswalk in the Lender Details menu option to link each “DBA” to an approved mortgagee. 

December 3, 2001

· Added the status and effective date of branches terminated under HUD’s Credit Watch Termination initiative to the All Lenders/Areas and Single Lender options in Early Warnings. A red flag displays at the institution level if a mortgagee’s branch office was terminated at the HUD Office level.

March 8, 2002

· Added views to display Servicing information for FHA-insured loans. 

· Portfolio Summary – Provides an overview of a servicer’s portfolio of FHA-insured loans.  
· Portfolio Summary by Originator – Displays the view of a servicer’s portfolio of FHA- insured loans segregated by originator

· Loss Mitigation – Current Defaults Reported – Highlights servicer performance in the use of HUD’s loss mitigation tools.

· Loss Mitigation – Incentive Claims Paid – Provides a one-year snapshot of the total number of loss mitigation incentive claims paid by HUD.  

· Made Case Status query available to mortgagees; this feature displays a variety of information about an FHA case number (both insured and pipeline), from case number issue date through the HUD real estate owned sales date, and profit or loss to the government, (when applicable).  Access to loan level detail is restricted to mortgagees that were party to the transaction (i.e., originator, sponsor, servicer, holder). 

Attached are updated “Frequently Asked Questions” regarding the Neighborhood Watch Early Warning System.   If you have any questions about this system, please access the feedback option in the Neighborhood Watch Early Warning System and send us your questions or comments.  If you are unable to access this feature, please contact the Office of Lender Activities and Program Compliance, Quality Assurance Division at (202) 708-2830.






Sincerely,






John C. Weicher






Assistant Secretary for Housing-

                                                               Federal Housing Commissioner

Attachment

1 Mortgagees should select Current Defaults when analyzing their performance in relation to the Credit Watch Termination initiative.
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