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ATTENTION:  MULTIFAMILY MORTGAGEES & TRUSTEES








SUBJECT:	Additional Documentation Required in Connection With


Multifamily Mortgage Insurance Claims Submissions for


Bond Financed Mortgages





HUD-insured loans are often used as credit enhancement for bond issuances that provide financing for multifamily housing.





Generally, in cases where an FHA insured bond-financed project experiences a default under the mortgage, the bond holders are protected by the credit enhancement of the HUD mortgage insurance.  Mortgage insurance proceeds flow through the mortgagee and/or bond trustee to redeem the bonds, and the bondholders or investors receive the balance due under the bond(s) to the extent such balance due does not exceed the amount of HUD's claim payment.  The Department views FHA credit enhancement of bond financed transactions as an important role in making affordable financing available for multifamily housing.  Further, the Department reiterates the importance of timely processing of mortgage insurance claims by lenders and HUD, as set forth in a letter of June 23, 1987, from then Assistant Secretary for Housing, to bond rating agencies concerning processing of cases insured after Mortgagee Letter 87-9.  The Department has determined that it needs the information described below in conjunction with mortgage insurance claims for mortgages funded by bond proceeds.  Therefore, pursuant to 24 CFR 207.258(b)(4)(v), the following additional documentation is required for all claims involving bond financed mortgages:





1.	A copy of the bond trust indenture or bond resolution.





2.	The bond trustee's statement of all reserve fund balances (specifically the debt service reserve held under the trust indenture, including any final balances which may be owed to HUD pursuant to 24 CFR 811.108(a)(3).
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The Multifamily Holding Mortgagee must insure that the above information is provided to the following address:





U.S. Department of Housing and Urban Development


Multifamily Financial Operations Division


ATTENTION:  Multifamily Claims Branch, HQFMN


		Room 6254


Washington, DC 20026





If you have any questions on the above, please contact James Mitchell on (202) 708-3944, extension 2612.





						Sincerely,











						William C. Apgar


Assistant Secretary for Housing-


   Federal Housing Commissioner





