U. S. Department of Housing and Urban Development

Washington, D.C. 20410-8000
January 7, 1998

OFFICE OF THE ASSISTANT SECRETARY FOR

HOUSING-FEDERAL HOUSING COMMISSIONER

MORTGAGEE LETTER 98-3
TO:  ALL APPROVED MORTGAGEES

ATTENTION:  Single Family Servicing Managers

SUBJECT:        Home Equity Conversion Mortgage (HECM)

Insurance Program - Servicing Fee Cap Monthly Adjustable Loans

The purpose of this Mortgagee Letter is to establish a servicing fee cap for monthly adjustable HECM loans.  HUD Handbook 4235.1  REV-1, paragraph 1-12, established a monthly servicing fee cap of $30.00 for fixed rate or annually adjustable HECM loans.

There was no limit set on the servicing fees that lenders could charge for monthly adjustable loans.

In response to concerns raised about problems with excessive servicing fees being charged on monthly adjustable HECMS, the Department has decided to establish a maximum amount that lenders can charge for these fees.  

Therefore, effective 30 days from the date of this Mortgagee Letter, the maximum servicing fee that may be charged for monthly adjustable HECM loans is $35.00. This servicing cap applies only to loans closed on or after the effective date of this Mortgagee Letter.  Lenders are permitted to charge this fee if the cost has not already been included in the borrower's mortgage interest rate.

Questions regarding this matter should be directed to Ted Green, Single Family Servicing Division, on 202-708-1672 or, Internet address Theodore_A._Green@hud.gov.

Sincerely,





Nicolas P. Retsinas

Assistant Secretary for Housing-

Federal Housing Commissioner

