         U.S. Department of Housing and Urban Development

                     H O U S I N G

Special Attention of:                     Notice H 91-94 (HUD)

All Directors, Office of Housing

All Field Office Managers                 Issued:  12/5/91

All Directors, Housing Management         Expires: 12/5/92

Division

All Chief Property Officers               Cross References:

All Chiefs, Loan Management Branch

Subject:  Single Family Claims for Insurance Benefits:  Changes in the

          Requirements for Preservation and Protection of Insured

          Properties

Please distribute this notice to all staff in Property

Disposition and Single Family Loan Management.

This Notice is being issued concurrently with Mortgagee

Letter  91-49 .  These issuances provide guidance and

clarification of preservation and protection requirements, many

of which were introduced or clarified in Notice H 90-69 and

Mortgagee Letter 90-34 (September 19, 1990) titled:  Single

Family Claims for Insurance Benefits:  Requirements for the

Preservation, Protection and Inspection of Insured Properties

- Including Mortgagees' Responsibility for Damaged Properties.

Effective January 1, 1992, mortgagees and Field Offices must

follow all new policies and revised procedures.  Each Regional

Office MUST issue a new revised annual Regional P&P guideline,

which is to be delivered to mortgagees by January 1, 1992.

Field Offices are encouraged to assign a staff member and a

backup person to respond to verbal inquiries from mortgagees if

the Chief Property Officer does not intend to handle such calls.

This will lead to a uniformity in interpretations within the same

Field Office.  The Mortgagee Letter lists the current Insured

Housing Management Specialist (Regional Property Disposition

Specialist) and phone number within each Region and encourages

mortgagees to forward comments and/or suggestions for future

Regional improvements to the Insured Housing Management

Specialist.  Future Regional guidelines must include both

Regional and Field Office contact persons and phone numbers.

Mortgagees have been directed to contact the appropriate Regional

Office if problems cannot be resolved with the Field Office.

In developing these changes, consideration has been given to

comments received from each Region/Field Office via a survey

conducted by HUD Headquarters, comments from individual

mortgagees, field service companies and comments collected in a

survey conducted by the Mortgagee Banker's Association (MBA).
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The average nationwide monthly debenture interest cost per

claim is approximately $850 ($28 per day).  Field Offices should

therefore consider decisions in relation to these costs.  For

instance, in some cases the cost of extensions can exceed the

savings sought while trying to reduce a debris removal bid.

NOTE:  To make this document easier to reference, new or recent

changes are presented first and then followed by clarifications

of existing policy.  Both sections are alphabetized by subject

matter.

CHANGES

BOARDING

All 1992 Regional guidelines MUST state that the cost of

boarding is not to be included in the maximum limit.  All

properties require individual permission to board, unless the

property is in a Regional guideline pre-approved geographical

boarding area.  Field Office boarding variations must be approved

by Region and are to be included with each new annual Regional

issuance.  In all cases, mortgagees must still request permission

to exceed maximum per opening cost limits.

CLAIM PARAMETERS

The automated claims system monitors the amount claimed for

property protection and preservation costs by comparing the total

amount claimed to fixed parameters.  Claims that exceed these

parameters will be manually reviewed.  Mortgagees must include a

copy of the appropriate Field Office authorization to exceed

either the maximum allowable limit or individual item limits, as

well as a copy of Part C for all cases where the total of line

110, Part B, exceeds $500.  When claims are reviewed, each

Region's P&P guideline is referenced for reasonableness of the

claim amount.  Therefore, it is important that all Field Office

variations (including boarding) are included in the Regional

guidelines.  Regional offices must send at least two copies of the

1992 Regional guideline and all changes and future changes and

annual guidelines to Single Family Property Disposition at HUD

Headquarters.  Headquarters Property Disposition will provide

copies to the appropriate staff.  Please note that this does not

in any way change the requirements for Field Offices to review

claims.
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DEBRIS

BROOM SWEEP

Some Regional guidelines already disallow the cost of broom

sweeping if debris is removed.  All 1992 Regional guidelines must

indicate that broom sweeping is not considered as a separate cost

in addition to interior debris removal.  There should not be a

separate cost for debris removal in addition to a separate cost

for broom sweeping.

DEBRIS REMOVAL

Effective with the publication of the 1992 P&P Regional

guidelines (excepting those Regions and/or Field Offices that do

their own debris removal), all Regional Offices must choose and

use one of two debris removal bidding methods that best suits

their needs.  For each individual property, mortgagee debris

removal procedures must conform to the method identified by the

particular Regional guideline that applies.  Field Offices are

reminded that they must respond to all mortgagee requests for

debris removal within 10 working days from the date of receipt.

Regional Offices must institute one of the two following

debris removal bidding methods.  1)  One bid will be required

from the mortgagee and the Field Office would obtain another bid

from a HUD source; or 2)  the mortgagee will be required to

provide two bids, with the possibility of the Field Office

securing a third bid from a HUD source.  All bids submitted

should have a printed company letterhead but will not be rejected

as long as the bidder's name, address and telephone number

appears on the bid.

The Department will continue its policy of not reimbursing

mortgagees for the costs of obtaining bids.

When a mortgagee has determined that it will be necessary to

exceed the published costs limits to remove debris, the mortgagee

will review the appropriate Regional guideline to determine if

one or two bids is required.  At the time of providing the

bid(s), the mortgagee should indicate for what purpose, type of

debris and how much P&P expenditures have been made to date on

the individual property.  The Department allows a mortgagee's

field service company to collect independent, competitive bids

for debris removal and also to be one of the bidders on the same

debris removal job.

Field Offices must establish a source list of an adequate

number of qualified vendors who are willing to provide debris

removal services.  AMBs and REAMs are not to be included in the

source list.  These vendors must provide free estimates and meet

all HUD contractor requirements.  Field Offices must rotate

debris removal services among the qualified vendors.  These lists

are to be made available to any mortgagee.
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Method I Procedure

Upon the receipt of the bid from the mortgagee or field

service company, the Field Office must:

1.   Obtain an additional bid from one of the Field Office's

     sources, determine which bid is acceptable, and

     instruct the mortgagee to either:

A.   Remove debris based upon the mortgagee's bid

(restate the dollar amount on the approval

letter);

B.   Remove debris based upon HUD's bid amount via

their own source or via contracting directly with

HUD's bid source at the stated bid amount; or

2.   Instruct the mortgagee to convey "as is" with debris.

Method II Procedure

Where the mortgagee utilizes a field service company to

secure multiple bids, there is the possibility that independent

and competitive bids will not always be forthcoming.  Therefore,

this optional procedure has been established to assist in the

prevention of possible abuse in the bidding process where

multiple bids are required.  The field service company, upon

finding that debris removal limits must be exceeded, must develop

its bid and immediately send that bid to the appropriate HUD

office.  A second independent and competitive bid should then be

obtained by the field service company and forwarded separately to

HUD.

Upon the receipt of the required bids, the Field Office must

do one of the following:

1.   Accept one of the two mortgagee submitted bids (when

the bid is accepted, restate the dollar figure on the

approval letter).

2.   Not accept either bid and secure a bid from your

office's vendor list and review it for reasonableness.

If it is reasonable, provide the mortgagee with an

approved cost and vendor to remove the debris (see item

3 below).  The mortgagee can:

A.   Remove debris based upon HUD's bid amount via

their own source or

B.   Contract directly with HUD's bid source at the

stated bid amount.
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3.   If the Field Office source is also excessively high but

the Field Office feels that it can still get the debris

removed at a lower figure, the Field Office should

either secure another bid from its local sources or

advise the mortgagee to convey "as is" with debris.

It is anticipated that these changes will improve the

confidence levels of Field Offices in the bids being submitted by

mortgagees.

MAXIMUM LIMITS FOR MULTIPLE UNITS

Where appropriate, Regions need to increase the maximum

dollar amount for two, three and four unit dwellings where there

are increased P&P costs (not just debris removal but all types of

P&P costs) for multiple units.  The Regional guidelines should

provide for those increased costs as specific dollar amounts for

each additional unit.

CHANGES IN MAXIMUM LIMITS

Headquarters has reviewed claims data for all Regions and

has concluded that the maximum limits should be increased to $750

for Regions 1, 2, 3, and 5.  Therefore, effective with the 1992

guidelines, those Regions should reflect these higher limits.  If

the above Regions do not believe that these changes are

appropriate, please send a memorandum, with your comments, to

Jacqueline B. Campbell, Director of Single Family Property

Disposition as soon as possible.

SIGNS

Generally, it is not desirable to have signs on a property

which would indicate it is vacant.  However, it is prudent for

the mortgagee to post a small sign attached to the inside of a

window or on the front door which would provide basic information

(including a phone number) as to who to contact for emergency or

other purposes.  Therefore, effective with the 1992 guidelines,

mortgagees shall be required to post such a sign no larger than

eight and one half by eleven inches.  A number of field service

companies indicate that they are already doing this as a normal

practice.

Clarifications

BIDS

Bids are required from a mortgagee for debris removal only.

Some Field Offices may have misunderstood previous instructions

and are requiring bids on items such as damage and/or other P&P

items.  Do not require mortgagees to submit bids for anything

other than debris removal.
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REVIEW OF CLAIMS BY FIELD OFFICE

In addition to evaluating claims for occupancy, damage and

tax information, Field Office responsibilities in monitoring

protection and preservation costs include evaluating whether all

the services claimed were actually and Properly performed as

determined by an on-site inspection.  Where the 9516A (Initial

Inspection Report), as provided by the REAM, indicates claimed

services were not performed at all or not performed properly, the

Field Office must bill the mortgagee or require the mortgagee to

take corrective action.

Once it has been determined that a mortgagee owes the

Department a refund, send the mortgagee a demand letter, with a

copy to the U.S. Department of Housing and Urban Development,

Real Property Branch, Post Office Box 44813, Washington, DC

20026-4813.  Upon collection of the funds, prepare a Cash

Collection Transmittal, SAMS 1100.  Item 5 should contain the

post code PP - P&P recoveries.  The SAMS 1100 and the check

should be sent to the lockbox at U.S. Department of Housing &

Urban Development, Single Family Property Disposition, Post

Office Box 952484, St. Louis, MO 63195-2484.  Receipt of the

demand letter by the Real Property Branch will allow them to

establish a receivable within the Single Family Accounting

Management System.  The receipt of the funds with the specified

post code will liquidate the receivable.  Any further

communication concerning the receivable should be directed to the

Real Property Branch at the above address.

On site claim reviews performed by Irving Burton and

Associates (IBA):  (i) verify the accuracy of information entered

on the claim form, (ii) determine the sufficiency of supporting

documentation, (iii) evaluate mortgagee controls over claim

processing, (iv) identify errors resulting in claim overpayment,

(v) disclose problem areas and (vi) evaluate mortgagee compliance

with applicable requirements.  Specifically, IBA will evaluate

whether individual services claimed by mortgagees were in excess

of allowable limits or inappropriate for reimbursement.  In cases

where a mortgagee's claim has exceeded the maximum cost limits

without prior Field Office approval, or the mortgagee has claimed

inappropriate services, IBA will recommend reimbursement to HUD.

The Field Office must not bill the mortgagee for exceeding cost

limits as this will interfere with the statistical sampling and

projection techniques used in the audit process.

MORTGAGEE NEGLECT-CONVEYANCE CONDITION

Some mortgagees continue to state that different Regions

and/or Field Offices have different policies as to what

constitutes conveyance condition.  For guidance on determining

mortgagee neglect and reconveyance of properties damaged due to

mortgagee neglect, please review Section II of Notice H 91-34

dated April 25, 1991, titled:  A.  Procedures for Reconveyance,

B.  Procedures for Reimbursement to Lenders on Uninsured Cases.

As stated in the Notice, if a mortgagee has taken all reasonable

measures to inspect, preserve and protect a property and if the
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property is damaged in spite of such measures, then the mortgagee

cannot be held liable for neglect.  HUD Field Offices must process

suspected mortgagee neglect cases in a timely manner.

EXISTING WARRANTIES

Offices should always be aware of the possibility of

existing warranties on properties that have been built within the

previous 10 years.  If a property is damaged and meets the age

criteria, to the extent possible, the Field Office should

determine if any active warranties exist.  Appendix 10 of HUD

Handbook 4145.1 REV-2, titled:  List of HUD Accepted Insured Ten-Year

Protection Plans, provides a list of acceptable plans.  If a

10 year warranty plan does exist, when financially feasible, the

Department should file a claim with that warranty company.

Additionally, under Section 518(a) of the National Housing

Act, a four-year structural defect warranty is provided on all

"proposed construction" properties.  If the builder is determined

to be at fault for the structural defect, the Department should

notify the builder and give him the opportunity to make repairs.

If the builder refuses to make repairs, administrative sanctions

should be initiated by Development.  Thereafter, the Department

is responsible for repairs and a decision should then be made to

make repairs or sell "as is".  If repairs are not made, FHA

insured financing (including FHA 203(K)) should not be offered.

DEBRIS-DUMP FEES AND UNITS OF MEASURE

Each Region, with input from each Field Office, should take

into consideration the increasing cost of dump fees.

Consideration must be given to reimbursement for hazardous

wastes, non-compactibles (steel, cable, concrete, construction

materials, etc.), tires, and items such as appliances,

mattresses, springs, etc. which may increase costs.

Additionally, offices must factor, if applicable in their

jurisdiction, variables such as:  1.  general liability insurance

costs for vendors, 2.  vehicle liability costs and their

relationships to dumping, 3.  County or private dump permit fees

(initial, renewal, or per truck), 4.  use and costs of containers

if they are a normal part of debris removal.

Most residential properties will have very limited hazardous

waste.  When a mortgagee requests hazardous waste removal

procedures, direct the mortgagee to local health and/or

environmental departments for guidance on removal.  While the

vendor is checking with the health or environmental source he

should seek approved sources/locations to deliver items.  In some

cases access to approved registered hazardous waste haulers with

approved storage facilities will be less expensive than having to

pay an excessive cost to deliver one item to an authorized

disposal site.
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Measurements such as "per pickup load" or "dump box" must

not be used in future guidelines without quantifying the volume.

Cubic yard measurements or costs per ton which will incorporate

dump fees must be used.  Do not state that only certain sizes of

vehicles should be used.  If a vendor uses a pickup truck or any

truck of varying size, his bid should be based upon cubic volume

or weight as specified in the Regional guideline.

EXTENSION REQUESTS

Mortgagee Letter 91-33 and Notice H 90-63 dated July 24,

1991, and titled Extension of Time Requirements for Single Family

Claims for Insurance Benefits, set forth HUD's policy on

extensions.  Please note that effective September 1, 1991, all

extension requests must be submitted on Form HUD-50012 (a sample

of which was included with the aforementioned Mortgagee Letter

and Notice).

Some mortgagees indicate that some offices deny all P&P

related extension requests.  This type of blanket policy is

wrong.  If the mortgagee presents legitimate reasons for an

extension of time, provide the mortgagee with an appropriate

extension of time.  However, do not grant the extension for more

time than is needed.

INSPECTIONS-FREQUENCY

The Mortgagee Letter emphasizes that some Regional

guidelines require inspections as frequent as weekly and/or

bi-weekly dependent upon seasons.  This is permissible when

situations such a freeze damage can cause even greater damage if

not caught in time.  Where this is appropriate, identify specific

geographical jurisdictions and inclusive dates.  Use of the term

"cold weather months" is not appropriate.  Also, be specific if

more frequent inspections are required.  Do not confuse by

stating HUD "recommends" more frequent inspections.

REQUESTS-TIMELY RESPONSE

Some Field Offices still do not meet the 10-day response

time frame when responding to mortgagee requests to exceed limits

or process extension requests in a timely manner.  If the delay

is caused by the Field Office, this increases the reimbursement

of debenture interest to the mortgagee.  If separate requests are

enclosed within the same envelope, please take steps to

immediately transfer the other document as appropriate.

REGIONAL GUIDELINES

Regional guidelines sent from differing locations within the

Region must all have the same effective date and content.  All

Field Office variations must be in the Regional guideline.  This

includes pre-approved boarding areas.
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SECURING-WINDOW DIMENSIONS

When setting limits on window or opening sizes, give

specific measurements.  For example, do not use terms such as

"small" window or "large" window, unless the maximum dimensions

of each size is given.

If you have any questions regarding this Notice, please

contact the Property Disposition Division at 458-0740.

  Arthur J. Hill

  Assistant Secretary for Housing

  - Federal Housing Commissioner

*U.S. Government Printing Office: 1991 - 312-218/60004

