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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

WASHINGTON, DC  20410-8000
ASSISTANT SECRETARY FOR HOUSING-
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October 20, 2005

MORTGAGEE LETTER 2005-40

TO:
ALL APPROVED MORTGAGEES

SUBJECT:  
Revisions to Single Family Origination Lending Areas and Nationwide Lending

The Department is pleased to announce three changes to the geographic areas where mortgagees (including loan correspondents) can originate new single family loans.  These changes will provide more flexibility in how mortgagees can operate.  The first change expands all lending areas where each registered office can originate to all HUD field office jurisdictions within groups of States.  Second, the number of branches a mortgagee needs to originate on a nationwide basis has been reduced from 25 to 13 using the revised lending areas.   The third change will allow mortgagees to have a single office with approval to do nationwide “direct” lending via the Internet and/or a call center.

Expanded Lending Areas

Currently, when a mortgagee is approved by FHA to originate insured single family mortgages each of the mortgagee’s registered offices is restricted to originating mortgages only on properties that are located within that office’s “Lending Area” which is also known as the “Areas Approved for Business.” These lending areas are clusters of HUD field office jurisdictions and were most recently published as Appendix VI of HUD Handbook 4000.2 Rev-3, dated May 20, 2004.  By using these lending areas, nationwide origination could be achieved by selective placement of about 25 branches across the country.

The Department has now determined that there should be an overall expansion of lending areas. Under this change, the lending areas will be composed of all of the HUD field office jurisdictions within groups of States.  This should allow a mortgagee to better utilize each State lending license they have obtained and service a larger area by each mortgagee office.  Please see the attachment of this letter for these expanded lending areas which supercedes the above referenced appendix.

Mortgagee offices approved after the date of this Letter will receive automatic access to the new expanded "lending areas".  Mortgagee offices approved prior to this letter will automatically receive access to the expanded "lending areas" within 30 days of the date of this Letter.  Mortgagees are reminded that they must comply with any State requirements, such as licensing or having a physical presence where required, before originating loans in a State.

Using Multiple Offices (Home Office and Branches) for Nationwide Lending

The Department has been aware that mortgagees could register with the Department a network of as few as 25 selectively placed offices to obtain approval to originate single family loans in the combined jurisdictions of the 81 HUD field offices.  However, use of the new expanding lending areas will only require as few as 13 offices.  If a mortgagee only wants to originate in the 48 continental States and the District of Columbia, this number is further reduced to as few as 10 offices in some instances.  

Direct Nationwide Lending


The Department has determined it is appropriate to offer mortgagees an additional way to originate on a nationwide basis using the Internet and/or a call center.  This type of “direct nationwide” origination must meet all current origination and RESPA requirements, unless specifically exempted in this mortgagee letter, and will be allowed pursuant to the following process and criteria:

1.  An FHA approved Title II mortgagee or loan correspondent must request a separate FHA branch ID number to be used for the sole purpose of direct nationwide lending.  Each mortgagee will be limited to only one branch ID number for its direct nationwide lending operation.  This operation must have a separate manager and may be co-located in an existing office or established at a new location.

2.  All mortgagees and loan correspondents must submit a fully executed Branch Office Notification form (HUD 92001-B) to the Department for review and approval.  If approved, a separate 10 digit branch office ID number will be issued to be used for direct lending only.

3.  The mortgagee must also submit a request on its letterhead, signed by a Vice President or higher corporate officer, and include a statement that it agrees to originate only direct mortgages through the branch ID number and not use the ID number to order case numbers for loans that are not originated through any means other than their internet and/or call center operation.  By keeping the direct lending production separate, the Department will be able to track and evaluate this type of origination.

4.  In addition to the foregoing, the letter must include a list of the States where the mortgagee will engage in the origination of FHA single family mortgages by Direct nationwide lending.  Mortgagees will be granted approval to only originate in the States requested, which in some cases could be all States.  The letter must also contain the following certifications as of the date of the request:

· The mortgagee has updated its quality control plan to include specific elements covering direct market lending.

· The mortgagee has already obtained the appropriate State licenses and meets all other State requirements to originate loans in the specific States included in the request.

· The mortgagee agrees to notify HUD in writing if it no longer meets the requirements of any of these States.  This will result in the State being removed from the lending area of the direct lending branch.

· Neither the mortgagee nor any of its officers, directors, or principals or employees have been denied a license or otherwise sanctioned by any Federal, State, or Local agency or have been suspended, debarred, or otherwise denied participation in HUD programs.

Mortgagees are reminded that false certifications may subject the mortgagee and/or its agents to sanctions, including but not limited  to, debarment, reprimand, withdrawal, and civil money penalties.

5.  Each request must include a $300 check payable to HUD as a nonrefundable processing fee and be submitted:

US Mail:




Overnight:

HUD
HUD

Lender Approval and Recertification Division
Lender Approval and Recertification Division

451 7th Street, SW,  Room B-133/P-3214
490 L'Enfant Plaza East, SW,  Suite 3214
Washington, DC  20410
Washington, DC 20024
6.  The Department will review all information and certifications provided and will also determine whether the mortgagee is in good standing with the Department, including that it:

· Has no actions pending or unresolved issues with the Mortgagee Review Board.

· Has no unresolved audit findings with HUD’s Quality Assurance Division or HUD’s Office of the Inspector General.


7.  The Department will notify the mortgagee when their request is approved or disapproved.

OMB Information Collection Approval:  The information collection requirements contained in this mortgagee letter have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3520) and assigned OMB control number 2502-0005.  In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to respond to a collection of information unless the collection displays a currently valid OMB control number.


If you have any questions concerning this mortgagee letter, please contact the Lender Approval and Recertification Division at (202) 708-3976 or via eMail at FHALender@hud.gov.

Sincerely,

Brian D. Montgomery
Assistant Secretary for Housing-


     Federal Housing Commissioner

Attachment
	FHA Single Family Originating Lending Areas

(Supercedes Appendix VI of Handbook 4000.2, Rev-3)

	Location of

Lender Office
	Lending Areas

(All HUD Field Office Jurisdictions in the Following States and/or Territories)

	Alabama
	Alabama
Florida
Georgia

Mississippi
Tennessee

	Alaska


	Alaska

	Arizona


	Arizona
California
Nevada
New Mexico

	Arkansas 


	Arkansas
Louisiana
Tennessee

Texas

	California


	Arizona
California
Nevada

	Colorado


	Colorado
Kansas
Nebraska

New Mexico
Utah
Wyoming

	Connecticut


	Connecticut
New York
Maine

Massachusetts
New Hampshire
New Jersey

Pennsylvania
Rhode Island
Vermont

	District of Columbia


	Delaware
District of Columbia
Maryland

New Jersey
Pennsylvania
Virginia

West Virginia

	Delaware


	Delaware
District of Columbia
Maryland

New Jersey
New York
Pennsylvania

Virginia

	Florida


	Alabama
Florida
Georgia

Mississippi

	Georgia


	Alabama
Florida
Georgia

South Carolina
Tennessee

	Hawaii


	America Samoa
Guam
Hawaii

Northern Marianas

	Idaho


	Idaho
Montana
Oregon

Utah
Washington

	Indiana


	Illinois
Indiana
Kentucky

Michigan
Ohio
Tennessee

	Illinois


	Illinois
Indiana
Kentucky

Michigan
Missouri
Tennessee

Wisconsin

	Iowa


	Iowa
Kansas
Minnesota

Nebraska
South Dakota
Wisconsin

	Kansas


	Colorado
Iowa
Kansas

Nebraska
Missouri
Oklahoma

	Kentucky


	Illinois
Indiana
Kentucky

Ohio
Tennessee
Virginia

	Louisiana


	Arkansas
Louisiana
Mississippi

Texas

	Maine


	Connecticut
Maine
Massachusetts

New Hampshire
Vermont

	Maryland


	Delaware
District of Columbia
Maryland

New Jersey
Pennsylvania
Virginia

West Virginia

	Massachusetts


	Connecticut
Massachusetts
Maine


New Hampshire
New Jersey
New York

Vermont
Rhode Island

	Michigan


	Illinois
Indiana
Michigan

Ohio

	Minnesota


	Iowa
Minnesota
North Dakota

South Dakota
Wisconsin

	Mississippi


	Arkansas
Alabama
Florida

Louisiana
Mississippi
Tennessee

	Missouri


	Illinois
Kansas
Missouri

	Montana


	Idaho
Montana
Wyoming

	Nebraska


	Colorado
Iowa
Kansas

Nebraska
South Dakota

	Nevada


	Arizona
California
Nevada

Utah

	New Hampshire


	Connecticut
Maine
Massachusetts

New Hampshire
New York
Vermont

Rhode Island

	New Jersey


	Connecticut
Delaware
District of Columbia

Maryland
Massachusetts
New Jersey

New York
Pennsylvania
Rhode Island

Virginia

	New Mexico


	Arizona
Colorado
New Mexico

Texas

	New York


	Connecticut
Delaware
Massachusetts

New Hampshire
New Jersey
New York

Ohio
Pennsylvania
Rhode Island

Vermont

	North Carolina


	North Carolina
South Carolina
Tennessee

Virginia

	North Dakota


	North Dakota
Minnesota
South Dakota



	Ohio


	Indiana
Kentucky
Michigan

New York
Ohio
Pennsylvania

West Virginia

	Oklahoma


	Kansas
Oklahoma
Texas



	Oregon


	Idaho
Oregon
Washington



	Pennsylvania


	Connecticut
Delaware
District of Columbia

Maryland
New Jersey
New York

Ohio
Pennsylvania
Virginia

West Virginia

	Puerto Rico


	Puerto Rico
Virgin Islands



	Rhode Island


	Connecticut
Massachusetts
New Hampshire

New Jersey
New York
Rhode Island

	South Carolina


	Georgia
North Carolina
South Carolina

Tennessee

	South Dakota


	Iowa
Minnesota
Nebraska

North Dakota
South Dakota

	Tennessee


	Alabama
Arkansas
Georgia\

Illinois
Indiana
Kentucky

Mississippi
North Carolina
South Carolina

Tennessee

	Texas


	Arkansas
Louisiana
New Mexico

Oklahoma
Texas

	Utah


	Colorado
Idaho
Nevada

Utah
Wyoming

	Vermont


	Connecticut
Maine
Massachusetts

New Hampshire
New York
Vermont

	Virgin Islands


	Puerto Rico
Virgin Islands



	Virginia


	Delaware
District of Columbia
Maryland

New Jersey
North Carolina
Pennsylvania

Virginia
West Virginia

	Washington


	Idaho
Oregon
Washington



	West Virginia


	District of Columbia
Kentucky
Maryland

Ohio
Pennsylvania
Virginia

West Virginia

	Wisconsin


	Illinois
Iowa
Minnesota

Wisconsin

	Wyoming


	Colorado
Idaho
Utah

Wyoming
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