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Frequently Asked Questions (FAQs)


Available Paths for Mortgagee Election to Claim Payment

Q:  Is the notification to HUD only required if the mortgagee is opting to utilize the Mortgagee Optional Election Assignment (MOE), or must the mortgagee notify HUD of their election/non-election of the MOE in all instances when the HECM has been called due & payable as a result of the death of the last remaining borrower. In other words, if the mortgagee is not electing to utilize the MOE for a given case, must that mortgagee notify HUD that the MOE will not be utilized for that case?

A:  Where a mortgagee does not elect to utilize the Mortgagee Optional Election Assignment upon the death of the last surviving borrower electing instead to proceed to foreclosure or after electing to proceed with the MOE assignment determines that a HECM or a Surviving Non-Borrowing Spouse is ineligible, the mortgagee must notify the Secretary in Hermit. 

The Ability to Purchase or Sell a HECM Property

Q:  On page 7 under The Ability to Purchase or Sell a HECM Property, it provides that the Eligible Surviving NBS may elect to satisfy and retain the property for 95% of the property’s appraised value. Please confirm that the 95% payoff is available to the NBS even if the NBS is on title to the property at the time of the death of the borrower.

A:  Yes, the 95% payoff is available. 

Mortgagee Election

Q:  What options are available to those NBSs who make themselves known after the 30-day period required for the MOE. Will servicers be able to obtain another 30-day period if a NBS becomes known after the expiration of the initial 30-day period?

A:  A mortgagee must make its election within the later of 90 days of the issuance of ML 2015-03 or 30 days after the servicer receiving notice of the last surviving borrower’s death, whichever is later.  As stated in the Mortgagee Letter, any extension to this timeframe is at the sole discretion of HUD. 








MOE Assignment Modification of Contract
Q:  This section of Mortgagee Letter 15-03 references modifications of the loan documents to provide for such items as a deferral of the due and payable status. As by definition of the MOE, the person(s) who executed the loan documents would be deceased and we are challenged to understand how the loan contract could be modified after a party to the contract is deceased. Can HUD offer insight as to how the loan documents may be modified under such circumstances or other options to achieve HUD's intention in this section? Also, where the requirements may result in additional third party expenses, will those expenses be reimbursable through either the assignment claim or other claim type if it is determined that the loan is not eligible for MOE Assignment? 

A:  ML 2015-03 does not require a mortgagee to modify the loan documents.  However, as stated in ML 2015-03, in order to perfect an assignment claim, a mortgagee must be able to certify that it is, in fact, assigning a valid, legally enforceable first lien. 

Eligible HECM Loans for MOE Assignment
Q:  When will the HERMIT system upgrades be in place so as to accept an MOE Assignment? 

A:  The HERMIT release to accommodate the requirements of this ML will occur prior to the June 1st date indicated in the letter.  
Q:  Will the HERMIT system upgrades include functionality to accept a MOE Assignment of the case if the last remaining borrower passes away prior to the case reaching 98% of the Maximum Claim Amount?
A:  Yes.  As stated in ML 2015-03, any assignment under the MOE Assignment must be initiated within 90 days from the MOE Assignment election or within 180 days of the publication date of this Mortgagee Letter, whichever is later.  
Q:  For purposes of the Principal Limit Factor (PLF) test, is the calculation of the current principal limit for the NBS to include the calculated growth to the Principal Limit? How do HECM servicers apply funds in those cases where a payment may be used to reduce the unpaid principal balance? Could HUD please provide examples of such "pay down" scenarios and the specific transaction code in HERMIT to be used?

A:  As stated in ML 2015-03, there are two different tests.  There is the Factor Test and the Principal Limit Test.  The Factor test compares what the principal limit factor (PLF) would have been at origination had the Non-Borrowing Spouse been a borrower.  If the PLF was greater than or equal to the borrower’s PLF at origination, the test is satisfied.  The Factor test does not take into consideration the growth of the principal limit.  The Principal Limit test does take into account the calculated growth.  The growth must be calculated by using what the PLF would have been for the Non-Borrowing Spouse at origination.  In order to satisfy the Principal Limit Test, the outstanding principal balance must be equal to or less than what the Principal Limit would have been for the Non-Borrowing Spouse. Any payments received must be applied according to the terms of the Note.  There will not be any new transaction codes in HERMIT for application of these funds. 

Q:  As Mortgagee Letter 2015-03 does not indicate restrictions regarding the pay down of the outstanding principal balance, is it possible for the mortgagee to make a pay-down on behalf of the borrower?


A:  ML 2015-03 did not place any restrictions on the source of funds used to pay down the loan balance.

Reinstatement of MOE Assignment Deferral Period and Foreclosure Timelines

Q:  Could HUD please provide examples of the required certifications?  

A:  The model language for the certifications was provided in the text of ML 2015-03.

Impact to First Legal Due Date (FLDD) Timeline

Q:  How do the reporting requirements of election to take/not take a MOE impact the FLDD timeline? Will the adjustment be taken into account in HERMIT, or will HERMIT auto-curtail necessitating retrieving the curtailment on the supplemental?

A:  As provided for in ML 2015-03, if the mortgagee has elected to foreclose under their private contract with the borrower, foreclosure must be initiated within 6 months of the Due Date as determined by ML 2015-03 or any additional time approved by the Secretary.   

Q:  Following the election of MOE and the determination that a NBS is ineligible for that MOE, what is the impact on first legal action due date? If the new first legal action due date is six months from the date the NBS was determined to be ineligible plus any additional time allowed by the Secretary, how should the mortgagee update HERMIT with this information to avoid a claim being auto-curtailed to the date six months from the death of the last surviving borrower? What dates should be provided for the date servicer notified HUD of the death (Block 29) and the expiration of the extension (Block 19) in this case to avoid curtailment?

A:  As indicated in ML 2015-03, the Due Date for purposes of claim payment means the date when a mortgagee notifies the Secretary that it has determined not to utilize the MOE or that it has elected the MOE Assignment but then determined that the mortgage is not eligible for assignment because all established conditions and requirements for the MOE Assignment are not met.  The date the mortgagee either determined not to utilize the MOE election or determined the loan was not eligible for MOE Assignment must be entered into HERMIT as the Due Date.  Thereafter, all required timeframes are based off of the Due Date.




Q:  Given the fact that there are many cases that have been on an NBS extension, does First Legal for these loans restart as of Mortgagee Letter 2015-03? If not, when does First Legal need to be made for these NBS loans as servicers had been holding off on filing first legal action pending the publication of this Mortgagee Letter. The language on the bottom of page four (4) indicates that the timelines for all NBS loans is now reset. Could you please confirm this is the case? We also noticed that this section of the Mortgagee Letter does not include the usual" "plus extensions granted by the Secretary" language. Are the extensions granted by the Secretary implied?

A:  As stated in ML 2015-03, all extensions provided by FHA Info 14-34 are now considered expired.  As indicated in the ML, servicers must make and notify HUD of their election within the later of 90 days from issuance of the ML or 30 days from receiving notice of the borrower’s death.  No additional extensions are authorized.  Should sale of the property or payoff of the loan be pursued by the estate, extension requests may be submitted through HERMIT with appropriate documentation to support the sale or payoff being attempted.
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