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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

WASHINGTON, DC  20410-8000
ASSISTANT SECRETARY FOR HOUSING-

FEDERAL HOUSING COMMISSIONER


October 31, 2005




MORTGAGEE LETTER 2005-42

TO:  All Approved Mortgagees

ATTENTION:  Mortgage Originators and Single Family Servicing Managers

SUBJECT:  Update To Mortgagee Letter 2003-17; Submission of Mortgage Record Changes and Data Integrity Issues

In Mortgagee Letter 2003-17, the Department identified several planned procedural and system changes.  These changes reflected the mutual goals of simplifying servicing-related procedures and improving the Department’s data integrity.  Incremental changes were announced

when the related system changes were completed in Mortgagee Letters 2004-34 and 2005-11.  The last of these planned procedural and system changes relates to Mortgage Record Changes (MRCs) and is now ready for implementation.

To recap the key issues addressed in Mortgagee Letter 2003-17, the first initiative eliminated hard copy (paper) Mortgage Insurance Certificates (MICs).  Following this initiative, the Department installed new edits related to claim filing, which required the mortgagee to ensure that the mortgage holder and mortgage servicer information provided on the claim submission is accurate and agrees with HUD’s database, the Single Family Insurance System (SFIS).  This required the identity of the holder and servicer of record entered in items 12 and 13, respectively, of form HUD-27011, Single Family Application for Insurance Benefits, to be the same as the holder and servicer reflected in SFIS.  Where the information provided on the claim does not match HUD’s SFIS, the claim will suspend and the mortgagee must take prompt corrective action.


A little over two years ago, Mortgagee Letter 2003-17 put mortgagees on notice regarding the need to ensure that HUD’s SFIS accurately reflect the identity of both the mortgage holder and the mortgage servicer.  All mortgagees were cautioned that they must complete a reconciliation of their FHA-insured portfolio.  As a reminder, mortgagees may confirm HUD’s records of the holder and servicer information by accessing HUD’s FHA Connection (FHAC).  To assist mortgagees in this effort, the Department has recently added a new Lender Query screen, 
https://entp.hud.gov/a43i/html/a43qry.html, that may be used in addition to the Portfolio Request or Case Details screens. Upon review of the data, mortgagees must then take the appropriate corrective action. 
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Mortgagee Letter 2003-17, provided that for a temporary period, HUD would continue to allow the servicer of record to update the holder of record field in HUD’s Single Family Insurance System (SFIS).  The last planned system change has been completed therefore, beginning December 1, 2005, only the existing holder of record will be able to provide HUD with the MRC to update a new holder of record.  New endorsements beginning December 1, 2005, will have a 90-day window of time where either the holder or servicer will be able to provide a MRC transaction to initially establish the holder of record in HUD’s system.
The Department has also updated how the FHAC will be able to process a MRC (for only servicer and holder transfers) on a loan that has not yet been endorsed.  Previously, the FHAC could not process MRCs where the loan had not yet been endorsed.  However, those mortgagees that utilized Electronic Data Interchange (EDI) for submission of MRCs found that if the loan had not yet been endorsed, the transaction would be held in a suspense file.  Each night as new endorsements updated HUD’s SFIS, those MRC transactions that were held in suspense would process and update in the order in which they were received.  Effective immediately, the FHAC will treat MRC submissions received prior to endorsement in a similar fashion as those received via EDI and will process all MRCs that are in suspense in the order in which they were received.

To assist mortgagees with researching cases that have not yet been endorsed, HUD has established a new FHAC Screen.  The URL is as follows: https://entp.hud.gov/a43i/dqs/mrcmain.cfm. This will allow both the selling and acquiring mortgagees to verify any MRCs submitted prior to endorsement.


As also noted previously in Mortgagee Letter 2003-17, any MRC that the mortgagee cannot process will require exception processing.  Mortgagees will need to contact HUD’s Data Quality Control Section at System_Management@HUD.gov.  Attachment 1 provides several examples of acceptable documentation that Data Quality Staff will accept in support of holder MRCs that must be processed as exceptions.


Questions regarding this Mortgagee Letter may be directed to HUD’s National Servicing Center at (888) 297-8685.







Sincerely,







_____________________________________________

Brian D. Montgomery

Assistant Secretary for Housing-

    Federal Housing Commissioner 

Attachment 1

Although not an all-inclusive listing, any one of the following forms of documentation will be acceptable where foreclosure has not yet been completed:

1. If the mortgage had been registered in MERS at origination, documentation from MERS showing a complete audit trail of the holders of record which identifies the requesting mortgagee as the holder of record at the time the request for the MRC is made, or

2. If the mortgage was not set up in MERS, but was recorded, a complete audit trail of all recorded assignments ending with a recorded assignment to the requesting mortgagee, or 

3. If neither (1) nor (2) are appropriate, a copy of the back of the note which provides a complete audit trail of endorsements to confirm that the requesting mortgagee is the current holder of record, or

4. If the mortgage was recorded in MERS sometime after origination, a combination of recorded assignments and the MERS documentation confirming that the requesting mortgagee is the legal holder of record, or

5. Copies of the Goodbye/Hello Letters sent to the mortgagor, or 

6. Copies of the insurance endorsement requests from the prior mortgagee to the current mortgagee, or

7. Copies of the purchase and sale agreement (with the subject mortgage listed).

If foreclosure has been completed, a recorded copy of the deed, conveying title to the requesting mortgagee will be acceptable.  If the recorded deed has not yet been returned, a copy of the deed sent to recording along with documentation confirming both the date of submission and address of the recording authority will also be accepted.

These changes do not affect the requirements involved in the submission of Part B claims.  Mortgagees shall continue to be responsible for submitting their title evidence and the Part B claims as currently required.
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