Home Equity Conversion Mortgages
Subordinate Liens and ML 2009-49 FAQs
Does ML 2009-47 apply to HECM for Purchase transactions?

No.  ML 2009-11 requires the HECM first and second liens to be the only liens of record at time of loan closing.
Did guidance issued with ML 2009-49 represent a policy change for HUD?
No.  There has been no change in policy.  We issued the guidance to reiterate our existing policy regarding subordinate liens.  Specifically, the mortgagee letter describes permissible and prohibited subordination activity per 24 CFR 206.32(a).
Does ML 2009-49 replace ML 2006-20?

No, the two mortgagee letters complement one another.  
Does FHA require all existing first mortgage liens to be paid in full on or at HECM loan closing?

Yes.
Are there any exceptions to the existing first mortgage lien payoff requirement?

Yes.  State and local court-ordered judgment liens must be paid in full or re-subordinated to third lien position behind the HECM first and second liens.
If HECM loan proceeds cannot satisfy the first lien in its entirety, can the excess balance be subordinated to third lien position?

No.  The excess balance must be paid in full, forgiven, or otherwise extinguished prior to or at HECM loan closing.

Does FHA require all existing second liens to be paid in full on or at HECM loan closing?
No.  All existing second liens, as evidenced by the title search and tri-merged credit report, can be satisfied on or at HECM loan closing.  Existing second liens may also be re-subordinated to third lien position behind the HECM first and second liens.
Can a lender make a third lien on the property after the HECM closes?
Yes.  A third lien is permitted after the HECM is endorsed.  See ML 2006-20.
Can delinquent federal debts or liens on the property be paid at HECM loan closing? 
Yes.  Both ML 2006-20 and ML 2009-49 address this topic.
