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TO:  ALL APPROVED MORTGAGEES








SUBJECT: Revisions to the Home Equity Conversion Mortgages (HECMs) Program








	The Department is continuing its efforts to both promote the HECM program and deliver this valuable product more efficiently to seniors.  Recently, Congress converted the HECM program from a temporary program to a permanent one and also increased the number of HECM loans that FHA can insure to 150,000.  Congress also increased the maximum mortgage amounts available under this program.  This Mortgagee Letter implements a number of changes to the HECM program to increase its availability and further streamline the process for mortgage lenders.  These changes are effective immediately.





o	Increase in Loan Origination Fee --- Must Cover Mortgage Broker or Loan Correspondent Fee





	FHA permits a lender to charge a loan origination fee agreed upon by the borrower and lender.  However, we are now capping the amount of the origination fee that can be charged the borrower and also permitting the borrower to finance the entire amount of the fee.  The origination fee amount will now be limited to the greater of $2000 or 2 percent of the maximum claim amount on the reverse mortgage.





	The financed origination fee is now the full amount that the borrower can pay for the origination and underwriting of the mortgage and must also include the full amount of any mortgage broker fee or loan correspondent fee.  The borrower is not permitted to pay any additional origination fees of any kind to a mortgage broker or loan correspondent.  Lenders are reminded that a mortgage broker fee can be included as part of the origination fee only if the mortgage broker is engaged independently by the homeowner and that a mortgage broker's fee is prohibited if there is any financial interest between the mortgage broker and lender.  A copy of the agreement between the borrower and the mortgage broker to pay the broker fee must be submitted along with the loan application and other documents in the binder submitted to FHA.  Consequently, the Home Equity Conversion Mortgage Loan Agreement section 2.2.1 is amended to:
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		2.2.1.  Loan Advances shall be used by Lender to pay, or reimburse Borrower for, closing costs listed in the Schedule of Closing Costs (Exhibit 2) attached to and made a part of this Loan Agreement, provided that Loan Advances will only be used to pay origination fees in an amount not exceeding the greater of $2,000 or 2 percent of the maximum claim amount, nor shall the Lender charge the Borrower an origination fee in excess of this amount.





o	Counseling Certificates





In all circumstances the borrower must receive reverse mortgage counseling.  The Certificate of HECM Counseling includes a 180-day expiration period.  Provided the homeowner applies for a HECM within 180 days of signing the certificate, there is no need to obtain an updated certificate.  Further, when the loan is being applied for by more than one homeowner, as long as at least one homeowner's signature on the certificate is within the 180-day expiration period, the lender may consider the counseling certificate as being valid for all borrowers on the loan.  In addition, those borrowers that received the counseling more than 180 days previously but do not believe that a second session would be useful may also waive the expiration date in writing.





o	HECM Counseling Provided by Fannie Mae





On October 15, 1999, Fannie Mae began providing telephone counseling for homeowners contemplating using FHA's HECM loans.  This service will be offered under a one-year pilot.  Fannie Mae will provide counseling under any of the following circumstances:





	o	HUD-approved counseling is not available within 50 miles of the homeowner's residence, or


	o	The HUD-approved counseling agency has a waiting period of three weeks or more before it can see the homeowner, or


	o	The local agencies do not provide reverse counseling in the homeowner's native language, or


	o	The homeowner is unable to travel and the local agencies do not make home visits, or 


	o	The local agency charges a fee for reverse mortgage counseling.





o	Face-to-Face Interview Requirement





In Mortgagee Letter 98-15 (March 16, 1998), FHA eliminated the face-to-face interview requirement.  Those rules, which affected forward mortgages insured by FHA, now also apply to reverse mortgages under the HECM program provided that the homeowner has at least had a face-to-face interview with a HUD-approved reverse mortgage counseling agency.  In other words, a face-to-face interview with an acceptable counseling agency may substitute for a
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	face-to-face interview with the mortgage lender.  However, please note that the above telephone counseling provided by Fannie Mae cannot also substitute for the lender's face-to-face interview.





	With or without a face-to-face interview, the lender remains completely accountable for positively identifying the applicant and assuring that the homeowner is eligible based on his or her age for the HECM loan.





o	Revised Appraisal Disclosure Requirements





	Mortgagee Letter 99-18 announced numerous changes to FHA's appraisal requirements.  Please note, however, that the "Importance of Home Inspections" form is not required to be provided on HECM loans.





	If you have any questions regarding this mortgagee letter, please contact your Homeowner Centers in Atlanta (888-696-4687), Denver (800-543-9378), Philadelphia (800-440-8647) or Santa Ana (888-527-5605).





						Sincerely,














	William C. Apgar


	Assistant Secretary for Housing-


	  Federal Housing Commissioner








