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Mortgage companies ability to release claim funds.

Brenda Risner

Concerned Citizen

· Ms. Risner expressed frustration with her mortgage company, Wells Fargo, during the insurance claim process.

· On February 24, 2012 Ms. Risner’s insurance company issued a check for $8,000 made out to her, the homeowner and Wells Fargo. Six months later, she received the entirety of the funds from Wells Fargo.

· The insurance proceeds went into escrow an account until paperwork was approved by Wells Fargo. The money was released as checks to the contractors whom the homeowner employed.

· Spoke with 26 different employees throughout the process.
Greg Sexton

Altus, OK

Concerned Citizen

· Mr. Sexton also expressed frustration with his mortgage company, Wells Fargo, during the insurance claim process.

· Insurance company and contractors came out and completed claim quickly.

· Mr. Sexton had to pay $2,000 out of own pocket up front since Wells Fargo did not release any funds by the time the contractor needed to be paid. Subsequently received 1/3 of $13,000 of the insurance claim funds. 
· Wells Fargo was also requesting semi completion of work to release the appropriate portion of the funds. Also requested the contractor’s tax identification information.
· Believes Wells Fargo was hanging on to the money as long as they could and changed the rules “in the middle of the game.”
· Original mortgage was with Wells Fargo. Mr. Sexton selected Wells Fargo because it had the best rates at the time of purchase. 

· There was no local office that handled insurance proceeds release. The claim was handled and everyone Mr. Sexton talked to was in California. He spoke with about four or six people during the process. 

Trae Little

Midfirst Bank/Midland Mortgage

· Customers come to Mr. Little and say “I have an insurance check with your name and my name. What do I do?” Mr. Little refers them to the appropriate process.
· Mr. Little expressed frustration that he couldn’t do more on their behalf.

· Provided to the committee a copy of letter that customers receive when they have an insurance claim which explains the process. According to Mr. Little, the instructions are very difficult.

· The committee noted that the problem exists because of the lack of regulations and not just because of individual bank. Mr. Little suggested that the mortgage company should be required to endorse the insurance check and release the funds when the repairs are completed. Instead, what is currently happening is, when the repairs are completed, the homeowners send the mortgage company the receipt and then inspections take place. This process can take months after the work is done. Needs to be streamlined. 
· In Mr. Little’s opinion, the procedure is so tedious and invasive, when the homeowner hands the contractor the letter explaining the procedure and the banks requirements, the contractor has to “bend over backwards” to provide information that is not needed. 

· The committee noted that because of the recession, financial companies require that everything is done to a high degree and that common sense is not considered when conducting business.

· The purpose of requesting the contractor’s taxpayer identification information is to make sure that they are a registered business in the state. The committee commented that the mortgage company wants to make sure the repairs are done professionally and inquired what would happen if the homeowner wanted to make the repairs himself.

· Most homeowners have to liquidate assets, borrow money, or finance repairs when they have to make the payments to the contractor up front.
· The committee expressed concern that the mortgage company may consider their financial status at that particular month when determining how quickly to release funds and perhaps the mortgage company reasons that it would be in their best interest to hold the funds and let it pull interest before they pay it back.
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· This process is “bureaucracy run amuck.”

· Other states require the mortgage company to devote insurance proceeds to repair or renovation. If this law was passed in Oklahoma, it would not fix the problems that the citizens that testified experienced.

· Sometimes mortgage companies will hold the funds and refuse to release and instead apply the amount to the mortgage for the diminished value.

· The state may have first priority of insurance proceeds when taxes are overdue, but not when the funds are held in escrow. The state may only take portions of proceeds issued.
· Also questions why the mortgage company requires so much unneeded info from the contractor.

Serina Brown

Tecumseh, OK

Concerned Citizen
· Ms. Brown’s home was damaged by a tornado in May 2010 and the insurance company issued money right away. When she contacted the mortgage company, the mortgage company sent several forms to complete and required the contractor to sign and notarize several other documents. The mortgage company also required the permits that the contractor needed for repairs.
· Ms. Brown had approximately 30 percent equity in her home.

· Husband passed away while waiting for the mortgage company to release the insurance funds. 
· Took nearly 2 years to get all the repairs done and for the all the insurance funds to be released.
· The bank employees Ms. Brown was in contact with were not local.
· Ms. Brown received a separate personal property loss check from the insurance company that did not need to be endorsed by the mortgage company. 
Rick Farmer

Oklahoma Insurance Department

· There is no law that authorizes the Insurance Department to regulate this process in any way.

· Consumer affairs get about two calls a month about this issue. The Insurance Department will refer them to consumer trade agency.
· Mr. Farmer believes that the mortgage company is listed as a payee in the mortgage contract executed at closing. 

· The committee inquired what recourse the consumer has if the mortgage company will not release the funds.
Mark Cheney

Claims Adjuster

Farmers Insurance

· Provided an overview of how Farmers Insurance handles the claims process.
· A mortgage clause is provided in the insurance contract stating that the financial institution is the loss payee.

· Farmers Insurance made an internal decision to only put the name of the primary mortgagee on the check, reasoning that it is not necessary to list all mortgagees on check.
· Also internal decision to list mortgagee on the check if claims exceed $5,000. Sometimes, this practice will result in the mortgage company being paid when they don’t need to be, but this has not been a problem. This is a risk that Farmers Insurance assumes.

· During a disaster, Farmers Insurance receives thousands of claims and complaints about mortgage companies. All the insurance company can do is make a phone call or write a letter, but has very little pull on how the mortgage company processes their claims.

· The committee noted that the insured is still making their mortgage payments during the process; which is why homeowners are forced to take out loans for the upfront construction costs. The mortgage company does have in an interest as an owner to make sure repairs are made. The problem is too much red tape.

Richard Carrington

Spirit Bank

Mortgage Department

· People in the mortgage department are concerned with making sure things are done correctly; this is why so much paperwork is required in the claims process.
· 70 percent of mortgages are being serviced by the four largest banks in the nation. One in five mortgages is being serviced by Wells Fargo.

· FHFA oversees Fannie Mae and Freddie Mac and they can audit and fine a mortgage servicer for improper actions.

· There can be rules written on a federal level that can deal with these issues. 

· The volume of loans is so great there is a need for rules with severe consequences to the servicers for violations.
· The fact that the homeowner’s mortgage account is delinquent is a factor when deciding to release the insurance proceeds.
· Mortgage is usually originated by a community bank or credit union and then sold into a package of loans that is purchased by Fannie Mae or Freddie Mac - these are not servicers, instead they contract with local servicers to service the loan. 
· The consumer is not involved in the selling of the loan process, but the mortgage company will disclose what percentages of loans are sold by this lender. The real issue is the improper servicing of the loan.

· The committee noted that consumers don’t look at the servicing when shopping for financing, instead they choose the best rate and the best deal.

Roy Martin

Oklahoma Department of Consumer Credit

General Counsel

· The Department receives a small amount of complaints for this issue. Six complaints since May 2010. 

· Four of those were not licensees of the Department and not subject to the Departments regulation and the Department referred the consumer to a federal licensee.

· One was voluntarily resolved.

· The other is still pending. 

· First, the Department will determine if it has jurisdiction to address the complaint and the mortgage company is contacted and must respond to the complaint. 

· If the complaint involves a violation of state law, the Department can take administrative action by suspending a license or issuing a civil penalty. But there is no state law regarding this issue.

· If the complaint does involve a licensee of the Department, like a mortgage company, 95 percent of the time the mortgage company, or subject of the complaint, is willing to work with the consumer and the Department to resolve issue. 
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