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								Mortgagee Letter 00-34 











TO:  ALL APPROVED MORTGAGEES 








SUBJECT:  Home Equity Conversion Mortgages (HECMs) in Texas 


                    (Supplement to Mortgagee Letter 00-09 dated March 8, 2000)


	         and instructions on using HECM Mortgage Calculation Software


	         (Supplement to Mortgagee Letter 99-36, dated December 10, 1999)








	The purpose of this Mortgagee Letter is to modify outstanding instructions 


and documents issued in Mortgagee Letter 00-09, HECMs in Texas, and provide clarifications to instructions issued in Mortgagee Letter 99-36, Home Equity Conversion Mortgage Calculation Software.





HECMS in Texas





Subsequent to the issuance of Mortgagee Letter 00-09, HUD has made additional revisions to the model forms so that they mirror the language in the Texas Constitution which was amended in November 1999.  We have prepared new model forms for all the documents for Texas HECMs and you will find them attached as follows:





Attachment 1-Home Equity Conversion Loan Agreement;





Attachment 2-Adjustable Rate Deed of Trust;





Attachment 3-Adjustable Rate Note;





Attachment 4-Adjustable Rate Second Deed of Trust;





Attachment 5-Adustable Rate Second Note; and





Attachment 6-Repair Rider to Loan Agreement (same as the one attached to 


                       Mortgagee Letter 00-09).





�



	Lenders are not to use the form,  “Home Equity Conversion Loan Agreement” which was attached to Mortgagee Letter 00-09.  There have been no changes made to the Repair Rider attached to Mortgagee Letter 00-09, but we are attaching it to this Mortgagee Letter for your convenience.  





As stated in Mortgagee Letter 00-09, these are model forms, and lenders are advised to seek counsel’s advice that State law has been considered and that any necessary changes to the model instruments have been made.  The instructions contained in  Handbook 4235.1, Rev. 1 and Handbook 4165.1 Rev-1, Chg.-3, will continue to be followed provided that the revised model legal documents attached hereto shall be the forms used for HECMs in Texas.  Fannie Mae is also providing lenders its mortgage forms for the Home Keeper (reverse mortgages) in Texas.  





	Handbook 4165.1, which contains instructions for use of model mortgage forms for all of HUD’s single family insurance programs, provides at page 4-2, that lenders must adapt the model forms to comply with state law.  “The validity and enforceability of the mortgage and note will depend on compliance with state law even if such law is not in this chapter.  For this reason, HUD emphasizes the need for a lender to use mortgages and notes that are in compliance with state law.”  However, if changes are needed to meet requirements of state or local law and practice, written approval from HUD is needed before the change is made. 





	The instructions for the footnotes which appear on the model note forms are contained in Handbook 4235.1, Rev.-1. 





	The major changes which HUD has made in the forms since Mortgagee Letter 00-09 are as follows.





The servicing fee is to be disbursed each month as part of the monthly payment rather than being escrowed at the closing of the loan. The servicing fee is not part of the Net Principal Limit. 





Any payments made by the lender for property taxes, ground rents, flood insurance and hazard insurance premiums must be made on the first business day of a month.





The initial advances from the loan closing must be made on the first business day of the month following the loan closing, or if Borrower’s right of rescission has not expired by the first business day of the month following the loan closing date, initial advances will not be made until the first business day of the second month following the loan closing date.  (If the lender delays the disbursement of funds because of this requirement, monthly MIP will not begin to accrue until the day after funding.  In cases where the funding date differs from the closing date, the lender should substitute the funding date for the closing date when remitting the MIP.)





The reasons for accelerating the debt follow the exact language of the Texas Constitution (Article XVI, Section 50 (k)(6)).





Article XVI, Section 50 (k)(7) of the Texas Constitution states that a reverse mortgage must provide that “if the lender fails to make loan advances as required in the loan documents and if the lender fails to cure the default as required in the loan documents after notice from the borrower, the lender forfeits all principal and interest on the reverse mortgage, provided, however, that this does not apply when a governmental agency or instrumentality takes an assignment of the loan in order to cure the default.”





The loan documents limit the purpose for which the lender may make advances to protect the property (Article XVI, Section 50 (p)).





	If you have any questions concerning HECMS in Texas, please contact the Denver Homeownership Center at 1-800-543-9378.





Clarification to Mortgagee Letter 99-36





	In Mortgagee Letter 99-36, FHA issued a Year 2000 Compliant version of HUD’s HECM Calculation software.  Mortgagees may use HUD’s software, or similar software generating the same information, for calculating the maximum funds available to HECM borrower(s) and payment plan options.





	If you have any questions regarding this issue, please contact your Homeownership Center in Atlanta (888) 696-4687; Denver (800) 543-9378; Philadelphia (800) 440-8647; or Santa Ana, CA (888) 827-5605.





					Sincerely,














						William C. Apgar


						Assistant Secretary for Housing-


						  Federal Housing Commissioner 





Attachments (6) 





�PAGE  �4�








�PAGE  �3�








�PAGE  �4�








 











