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November 18, 2004



TI-476
TO:

ALL TITLE I LENDING INSTITUTIONS

SUBJECT:
Changed text for the Notice to Borrower of HUD’s Role in Title I Loans 



  and Notice of Default and Acceleration


The Debt Collection Improvement Act of 1996 (DCIA), P.L. 104-134, provided new Government-wide debt collection tools to maximize collections of delinquent debts owed to the Government.  This law authorized Federal Agencies to use administrative wage garnishment (AWG) and the other new collection tools when necessary.  Unlike standard garnishments, which require a judgment and Court order to implement, AWG is accomplished administratively.  The Federal Agency directly orders the garnishment (up to 15 percent of a delinquent debtor’s disposable pay) after sending a warning notice to the debtor.  Since the Department of Housing and Urban Development now has the authority to use AWG and other DCIA authorized collection tools, lenders must revise the notices they give to borrowers during loan origination and after default concerning HUD’s role in the collection process.  

24 CFR 201.26(a)(8) & (b)(7) require lenders to provide each borrower with a written notice to be signed by the borrower acknowledging that HUD will be insuring the loan.  24 CFR 201.19(c)(3) requires a similar notice to loan assumers.  This notice, titled Notice to Borrower of HUD’s Role in Title I Loans, also informs the borrower about the actions that HUD may take to recover the debt if the lender assigns the loan to HUD.  The information provided in the notice needs to be updated to include AWG and the other new DCIA collection tools.  Title I letter 

TI-408 requires that the Notice of Default and Acceleration that lenders send in accordance with 24 CFR 201.50 (b) also include information on HUD’s collection activities.  AWG and the other new DCIA collection tools need to be added to this information as well.  Warning the borrower about the consequences of nonpayment, including HUD’s ability to easily garnish wages, may motivate the borrower to cure any delinquency and help the lender avoid an insurance claim.


This letter supersedes TI-413 dated November 18, 1991 and TI-408 dated March 12, 1991.  The revised text for the required written Notice to Borrower of HUD’s Role in Title I loans and the revised text for the required statement to be included in the Notice of Default and Acceleration are provided below. 


Use of the new text for the Notice to Borrower of HUD’s Role in Title I loans is mandatory for any new loan with a credit application dated on or after December 15, 2004, and for any refinancing or assumption of an existing loan approved by the lender on or after December 15, 2004.  Use of the new text for the required statement to be included in the Notice of Default and Acceleration is mandatory for any such Notices issued on or after December 15, 2004.  Lenders may use the new text prior to the effective dates stated above.  

New Required Text:

For the Notice to Borrower of HUD’s Role in Title I loans:


For the Notice to Borrower of HUD’s Role in Title I loans, the lender must prepare an appropriate Notice using the lender’s letterhead.  Each borrower, co-maker or co-signer shall sign the notice.  The original copy of the signed Notice is to be retained in the loan file.  A copy of the Notice should be furnished to each person who signed the Notice.  On loans originated by a loan correspondent, compliance with these requirements is the responsibility of the loan correspondent.

Property Improvement Loans

On any newly originated dealer property improvement loan, and on any refinanced or assumed property improvement loan, the text of the notice shall read as follows:

We have approved your application for a property improvement loan that is to be insured by the Department of Housing and Urban Development.  If you fail to repay this loan as agreed, we may assign the loan and any mortgage to HUD for collection.

Failure to pay this debt to HUD may result in offset of Federal payments due you (including Federal income tax refunds, Social Security benefit payments, and Federal employee wages or retirement) or may result in the administrative garnishment of your wages.  In addition, failure to pay may result in the referral of the debt for collection by the Department of Justice, by the Department of the Treasury, or by private collection agencies.  In addition to principal and interest on the debt, you will be liable for the payment of any penalties or administrative costs that may be imposed by HUD as authorized by Section 3717 to Title 31 of the United States Code.
Your signature below indicates that you have read and understand this notice, and that you consent to pay any penalties, administrative costs, and interest that may be assessed by HUD.

On any newly originated direct property improvement loan, the text of the notice shall read as follows:

We have approved your application for a property improvement loan that is to be insured by the Department of Housing and Urban Development.  As one of the conditions of loan approval, you have agreed to furnish us with a completion certificate after the work is completed, and to permit us, or our agent, to inspect the completed improvements.  If you fail to repay this loan as agreed, we may assign the loan and any mortgage to HUD for collection.

Failure to pay this debt to HUD may result in offset of Federal payments due you (including Federal income tax refunds, Social Security benefit payments, and Federal employee wages or retirement) or may result in the administrative garnishment of your wages.  In addition, failure to pay may result in the referral of the debt for collection by the Department of Justice, by the Department of the Treasury, or by private collection agencies.  In addition to principal and interest on the debt, you will be liable for the payment of any penalties or administrative costs that may be imposed by HUD as authorized by Section 3717 to Title 31 of the United States Code.
Your signature below indicates that you have read and understand this notice, and that you consent to pay any penalties, administrative costs, and interest that may be assessed by HUD.

Manufactured Home Loans

On any new, refinanced or assumed manufactured home loan, the text of the notice shall read as follows:

We have approved your application for a manufactured home loan that is to be insured by the Department of Housing and Urban Development.  If you fail to repay this loan as agreed, we may foreclose or repossess the home or other property securing this loan and sell it.  It is important for you to understand that the value of your property at the time of repossession/foreclosure may be less than the unpaid balance on your loan, leaving you liable for the difference.

After your property is sold, we may assign the remaining debt to HUD for collection.  

Failure to pay this debt to HUD may result in offset of Federal payments due you (including Federal income tax refunds, Social Security benefit payments, and Federal employee wages or retirement) or may result in the administrative garnishment of your wages.  In addition, failure to pay may result in the referral of the debt for collection by the Department of Justice, by the Department of the Treasury, or by private collection agencies.  In addition to principal and interest on the debt, you will be liable for the payment of any penalties or administrative costs that may be imposed by HUD as authorized by Section 3717 to Title 31 of the United States Code. 

Your signature below indicates that you have read and understand this notice, and that you consent to pay any penalties, administrative costs, and interest that may be assessed by HUD. 

For the Notice of Default and Acceleration:

The Notice of Default and Acceleration shall contain the statement:

This loan is insured against nonpayment by the federal government.  If you do not repay the loan as agreed, we may assign the debt to the U.S. Department of Housing and Urban Development (HUD) for collection.  

If your loan is assigned to HUD, your failure to pay the debt in accordance with the terms set by HUD may result in any or all of the following actions:

· Seizing your federal income tax refunds, Social Security benefit payments, federal employee wages or retirement, or other federal payments,

· Administrative garnishment of your wages if you are not a federal employee (which does not require a judgment and court order to implement),

· Referring the debt to the U.S. Department of Justice, U.S. Department of the Treasury, or to private collection agencies,

· Your liability for penalties and administrative costs that HUD may impose as authorized by Section 3717 to Title 31 of the United States Code (including collection fees charged by Justice, Treasury or private collection agencies.) 

Lenders may use their own discretion in deciding where this statement should be placed within the notice.  However, it must be in a font size no smaller than the equivalent of Times New Roman 12 for the entire notice.


If you have any questions regarding this letter, please contact Vance T. Morris, Director, Office of Single Family Program Development at (202) 708-2121 (this is not a toll-free number).







Sincerely,







John C. Weicher







Assistant Secretary for Housing-







    Federal Housing Commissioner
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