U.S. Department of Housing and Urban Development

H O U S I N G

___________________________________________________________________________

    Special Attention of:                       Notice   H 94-86 (HUD)

All Housing Directors

All Chiefs of Single Family Loan Management     Issued:  October 21, 1994

All Chiefs of Property Disposition              Expires: October 31, 1995

All Secretary's Representatives                 ___________________________

All State Coordinators                          Cross References:

All Area Coordinators                                Handbook 4235.1

                                                   Handbook 4330.2, Rev-3

                                                   Handbook 4330.1, Rev-4

___________________________________________________________________________

        Subject:1.  Servicing Insured HECM Mortgages

                        2.  HECM Assignment Processing

                        3.  Servicing Secretary-held HECM Mortgages

        This Notice clarifies procedures for servicing FHA-insured Home Equity

Conversion Mortgages (HECMs), accepting assignment on HECMs, and servicing

Secretary-held HECM accounts.  These guidelines must be used in conjunction

with established procedures in the following HUD Handbooks:  4235.1, Home

Equity Conversion Mortgages; 4330.2 REV-3, Secretary-held Servicing and

Assignment Processing; and 4330.1 REV-4, Administration of Insured Home

Mortgages.

SERVICING OF INSURED HECM MORTGAGES

Time Extensions for Property Sale

Pursuant to HUD Handbook 4330.1, REV-4, Section 13-34, "...if the borrower

or the borrower's estate fails to repay the outstanding balance on a due

and payable mortgage, the lender must begin foreclosure proceedings within

3 months."  The three month period begins on the date of notification to

the mortgagor that the loan is due and payable.  Per Section 13-34, the

Field Office may authorize the lender to delay foreclosure proceedings more

than 3 months if a sale by the borrower or the estate is in process.  If

the estate is making a reasonable effort to sell the property, extensions

should be granted in 3-month intervals, but the entire period must not

exceed 12 months (see sample extension letter to lender, Attachment 1).

Appraisal Requirements for Deficit Sale

In the event that the value of the property is not sufficient to cover the

total indebtedness on a due and payable loan, an appraisal must be obtained

from the loan management branch with jurisdiction.  The appraisal is

required to justify the mortgagee's
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submission of a claim for the difference between the sale proceeds and the

total indebtedness.  The Field Office should obtain this appraisal through

the use of an appraisal contractor or staff appraiser in the Valuation

Branch of the Single Family Development Division.  The Field Office will

then notify the mortgagee and mortgagor of the results of this appraisal in

writing.  The appraisal shall be performed at the expense of the mortgagor.

ASSIGNMENT PROCESSING

The following procedures must be followed whenever notification of a

pending assignment is provided to a Field Office.  Any questions concerning

assignment issues which are not covered in this Notice, or relevant

handbooks, should be directed to the HECM Coordinator.  The HECM

Coordinator is located in Headquarters' Secretary-held and Counseling

Services Branch, and can be reached at (202) 708-3664.

A.Field Offices will receive notice of a pending assignment in the form

of a letter from the lender.  This notification should be received at

least 30 days, but not more than 60 days, prior to the expected date

of assignment.

Simultaneously, the lender must notify the borrower that the mortgage

is being assigned to the Department and instruct the borrower that

Wendover Funding will now service the account on behalf of the

Department.  (Wendover Funding is the current Secretary-held Servicer

- see the section of this Notice on Servicing Agent for further

information)

Field Offices should consult HUD Handbooks 4235.1, Home Equity

Conversion Mortgages, and 4330.1, REV-4, Administration of Insured

Home Mortgages for instructions concerning the processing of HECM

assignment requests.

NOTE:  This Notice contains no instructions on the processing of

demand assignments.  In cases of demand assignment, follow

instructions outlined in HUD Handbook 4235.1, Home Equity Conversion

Mortgages.

B.Upon receipt of notification of intent to voluntarily assign from the

lender, the Field Office must:

        1.Send a letter to the borrower informing him/her that the mortgage

has been assigned to the Department and will be serviced by

Wendover Funding.  Include Wendover's address, telephone number

and contact person, as well as the expected date that Wendover

will begin servicing the account and/or begin making the required

payments.  The letter should also include a statement that

servicing requirements under Wendover may differ slightly from

the mortgagor's previous lender.  (see sample letter, Attachment

2).
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        2.Forward a memorandum to the Office of Finance and Accounting,

Post Insurance Division, containing the following information:

                a.borrower's name and address;

                b.borrower's financial institution and account number, if

applicable;

                c.copy of current payment plan, outstanding principal balance,

principal limit and net principal limit; and,

                d.the amount and status of taxes (verified with the

appropriate local taxing authority) and the required

withholding, if applicable.

        3.Review title documents and issue title approval to lender (see

sample title approval letter, Attachment 3).

        4.Prepare and record release of Second Deed of Trust.  This

document should be signed by the staff person authorized to sign

a release of a deed of trust or a mortgage satisfaction.

        5.After recorded release is received back, send entire file with

all original documents, copies of correspondence and copy of

title approval to the HECM Coordinator, in Headquarter's

Secretary-held and Counseling Services Branch, Room 9184.

SECRETARY-HELD SERVICING

Servicing Agent

Wendover Funding is presently the servicing agent for the Department's

Secretary-held HECM portfolio.  Wendover will remain the servicer until

further notice, and must be copied on all correspondence with mortgagors or

lenders as this correspondence relates to pending or assigned mortgages.

The contact person in Wendover Funding is the Vice President in charge of

Reverse Mortgages, presently Ms. Patricia Reed.  The Reverse Mortgage

Division can be reached on 1-800-283-4326, Extension 2330.  All

correspondence for Wendover Funding should go to the following address:

        Wendover Funding

                Reverse Mortgage Division

                725 N. Regional Road

                Greensboro, NC  27409
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         ATTN:  Patricia Reed

Authorization for Tax and Hazard Insurance Advances

Should a mortgagor be unable to make payments towards property taxes or

hazard insurance, the servicer is required to advance such payments to

protect the interests of the Secretary.  The servicer is required to

request authorization to make such an advance from the Field Office in

whose jurisdiction the property is located.  The Field Office must promptly

review the request to determine that all appropriate steps have been taken

to obtain the funds required.  As soon as is feasible, the Field Office

should provide the servicer with a letter authorizing the advance (see

sample authorization letter, Attachment 4).

SPECIAL IDENTIFICATION

When providing information concerning a HECM mortgage to any office within

HUD, or any outside contractor, always clearly identify the mortgage as a

HECM.  This identification may necessitate printing "HECM" in large, bold

letters across the cover page of any HECM package.

                              Sincerely yours,

                              Nicolas P. Retsinas

                              Assistant Secretary for Housing-

                                Federal Housing Commissioner

Attachments

Attachment 1

{Field Office Letterhead}

Ms. Ann Wright

Vice President

Acme Mortgage Corporation

Reverse Mortgage Division

500 North Street

Poplar Bluff, MI  48039

Dear Ms. Wright:

SUBJECT:Extension on the Sale of a FHA-insured Home Equity Conversion

Mortgage

          Mortgagor:  Alice Bannister

          Address:    8302 Main Street

                      Kansas City, KS  70101

          FHA Case #:  051-6346252

        This letter is in response to your recent request for authorization to

delay foreclosure proceedings on the subject FHA-insured Home Equity

Conversion Mortgage (HECM).

        The mortgagor for this loan regrettably passed away on December 1,

1993.  Your company had requested, and received, an extension until March

1, 1994.  Your recent correspondence requested a second extension, as the

mortgagor's estate is continuing its efforts to sell the property.  As

documented in your letter, the economic downturn in this area [or insert

other valid reason] has made the sale of the property difficult.  Since the

mortgagor's estate is making a reasonable effort to sell the property we

approve your request for an extension.  The new deadline for sale of the

property and payoff of the mortgage is June 1, 1994.

        Should you have any questions concerning this matter please contact

________________, Loan Specialist, Single Family Loan Management Branch,

____________ HUD Office, at (   ) 555-7777.

                                Sincerely,

                                Chief,

                                Single Family Loan Management Branch

Attachment 2

{Field Office Letterhead}

Mrs. Alice Bannister

8302 Main Street

Kansas City, KS  70101

Dear Ms. Bannister:

        We are writing to inform you that your mortgage has been assigned to

the Department of Housing and Urban Development (HUD).  The Department will

now be your lender.  However, your loan will be serviced by Wendover

Funding of Greensboro, North Carolina.

        Wendover Funding's servicing procedures may differ slightly from your

previous servicer.  You will continue to be responsible for the payment of

property taxes and hazard insurance.  You should contact Wendover Funding's

Reverse Mortgage Division with questions regarding the servicing of your

loan and the receipt of payments.  Wendover Funding can be reached at the

following address and telephone number:

        [presently - Ms. Patricia Reed]

                Wendover Funding

                Reverse Mortgage Division

                725 N. Regional Road

                Greensboro, NC  27409

                Telephone:  1-800-283-4326

        If we may be of further assistance, please contact __________, Loan

Specialist, Single Family Loan Management Branch, ____________ HUD Office,

at (   ) 555-7777.

                                                Sincerely,

                                Chief,

                                Single Family Loan Management Branch

Attachment 3

{Field Office Letterhead}

[presently - Ms. Patricia Reed]

Vice President

Wendover Funding

Reverse Mortgage Division

725 N. Regional Road

Greensboro, NC  27409

Date Title Received:

____________________

Date Title Approved:

____________________

Date of this Letter:

____________________

Dear Mortgagee:

SUBJECT:  Title Approval Certification

          Mortgagor:  Alice Bannister

          Address:    8302 Main Street

                      Kansas City, KS  70101

          FHA Case #: 051-6346252

        This is to certify that the title evidence submitted to this Office on

__________________, in connection with the subject claim for insurance

benefits, has been approved.

                                                Sincerely,

                        Chief,

                        Single Family Loan Management Branch

______________________

Title Approval Stamp

Attachment 4

{Field Office Letterhead}

[presently - Ms. Patricia Reed]

Vice President

Wendover Funding

Reverse Mortgage Division

725 N. Regional Road

Greensboro, NC  27409

Dear Ms. Reed:

SUBJECT:  Advance on Home Equity Conversion Mortgage Account

          Mortgagor:  Alice Bannister

          Address:    8302 Main Street

                      Kansas City, KS  70101

          FHA Case #: 051-6346252

        This letter is in response to your recent request for authorization to

advance for taxes and hazard insurance on the subject Secretary-held Home

Equity Conversion Mortgage (HECM).

        Your letter requested $1,231 as an advance for the 1994 property taxes

($990) and the hazard insurance ($241) for the period January 1, 1994 to

December 31, 1994.  The documentation you provided to this Office

concerning the mortgagor's unwillingness or inability to make the payments

on either the property taxes or hazard insurance justifies your request for

advance.  Since it is in the best interest of the Department to advance

these funds, we approve your request for the advance of $1,231.

        Should you have any questions concerning this matter please contact

______________, Loan Specialist, Single Family Loan Management Branch,

___________ HUD Office, at (   ) 555-7777.

                                                Sincerely,

                                Chief,

                                Single Family Loan Management Branch

