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MORTGAGEE LETTER 2006-22

TO:  

ALL FHA APPROVED MORTGAGEES

        

ALL HUD APPROVED HOUSING COUNSELING AGENCIES

SUBJECT:  
Home Equity Conversion Mortgage (HECM) Program:  Extension of Principal 

    Limit Rate Lock 

Effective immediately, the Federal Housing Administration (FHA) is extending the expected interest rate “lock-in” provision for HECMs to 120 days (from 60 days).   The expected interest rate is used to calculate the principal limit for HECMs and is established based upon the date in which the initial loan application is signed by the borrower.  FHA will grant an automatic 60-day extension for all HECM loans currently in process but not yet closed.  The provisions within this Mortgagee Letter will be consistent with average processing times and current practices being used by the reverse mortgage industry.  

This Mortgagee Letter replaces and rescinds Mortgagee Letter 2003-16.  The provisions of this Mortgagee Letter also revise the instructions found in section “Requirements for Closing” contained in Chapter 6 of HUD Handbook 4235.1 REV-1. 

Consistent with existing policy, the expected interest rate and principal limit are locked when the mortgagee takes the initial application.  However, the “lock-in” period for counting the 120 days starts on the day that the FHA case number is assigned.  In addition, FHA will continue to permit the “float down” option whereby the principal limit may be recalculated at closing if the expected interest rate has declined and is now lower than at initial application. 

Mortgagees are not permitted to charge a fee for the lock-in rate nor the float down option. 


If you should have any questions concerning this Mortgagee Letter, call 1-800-CALL-FHA.

Sincerely,







Brian D. Montgomery







Assistant Secretary for Housing-

    Federal Housing Commissioner
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