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MORTGAGEE LETTER  2004-34

TO:  ALL APPROVED MORTGAGEES

ATTENTION:  MORTGAGE ORIGINATORS AND SINGLE FAMILY SERVICING

                               MANAGERS

SUBJECT:  CLARIFICATION OF MORTGAGEE LETTER 2003-17; ELIMINATION 


OF PAPER MORTGAGE INSURANCE CERTIFICATES AND DATA            INTEGRITY IMPROVEMENT
Mortgagee Letter 2003-17, dated October 16, 2003, advised the industry of the elimination of paper Mortgage Insurance Certificates (MICs) and of several procedural changes related to data integrity and claim filing.  Included in those changes were several that required the Department to complete system changes.  This Mortgagee Letter is being issued to advise the industry of the status of those system changes and related items.

Mortgage Record Changes

As stated in Mortgagee Letter 2003-17, the Department is tightening its protocol regarding the acceptance of Mortgage Record Change (MRC) data.  Due to the delay in completing required system changes, the Department is continuing to allow the servicer of record to update both the servicer and holder of record fields.  Upon completion of programming changes, only the holder of record will be able to report the identity of the new holder of record.  The new servicer of record will continue to be responsible for ensuring that the MRC identifying the servicer of record is accurate.  Mortgagees are expected to ensure that all accounts in their respective portfolios are properly identified.  The correction of these records must be a priority.

As stated previously, the programming changes to allow only the current holder of record to submit a MRC to update the new holder of record have been delayed.  The new target date for completing these system changes is early in calendar year 2005.  A specific cut off date will be announced in a subsequent Mortgagee Letter.  After that time, HUD will not pay any claim for insurance benefits for which the information on the claim and HUD’s system do not agree.

Also upon completion of the system changes, the current servicer of record will not be able to submit a MRC to correct the holder of record.  Therefore, it is incumbent upon all mortgagees to ensure that HUD’s records accurately reflect both the correct holder and servicer of record.

Change in Process for Filing Claims for Insurance Benefits
The system changes necessary to allow the Department to rely exclusively on electronic records have also been delayed.  The same interim procedures for filing insurance benefit claims, provided in Mortgagee Letter 2003-17, shall continue to be followed until further notice.  The programming changes to the claim system, which were noted in Mortgagee Letter 2003-17, are also targeted to be completed by early in calendar year 2005.  A specific cut off date will be announced in a subsequent Mortgagee Letter.  

As a reminder, an alternative to the submission of a paper MIC in conjunction with submitting a claim for insurance benefits was provided in Mortgagee Letter 2003-17.  When filing 

a claim for insurance benefits, mortgagees were advised to provide a copy of the MIC Portfolio Screen from the FHA Connection along with the MIC Transmittal Sheet for EDI Claims.  Please note that if the mortgagee still has possession of the original paper MIC, they may follow the previous guidance and submit the original paper MIC along with the MIC Transmittal Sheet for EDI Claims.  If filing a paper disposition claim, the original paper MIC or the FHA Connection Portfolio Screen, the MIC alternative discussed in Mortgagee Letter 2003-17, must be attached to and submitted with the paper claim package.

Please direct any questions to the National Servicing Center at (888) 297-8685.
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