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NEWS AND UPDATES

TO: All FHA-Approved HECM Mortgagees and Servicers
CC: All FHA-Approved HECM Housing Counselors

What’s New

FHA Publishes Two Mortgagee Letters on Home Equity Conversion Mortgages:
¢ Limit on Insurability of Fixed Interest Rate Products Under the HECM Program

® Prohibition on Misleading or Deceptive Program Descriptions or Advertising and Prohibition on
Restriction of Mortgagor’s Freedom of Choice

Both Mortgagee Letters are published on HUD.gov at:
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/letters/mortgagee

FHA will provide notice of a briefing call on the new policies contained in these Mortgagee Letters soon.

Additional Information

The Federal Housing Administration (FHA) today published two Mortgagee Letters on the Home Equity
Conversion Mortgage (HECM) program announcing policy changes that reduce risk to the Mutual Mortgage
Insurance (MMI) Fund and support sustainability of the HECM program. The changes published today address
risk associated with certain fixed interest-rate (fixed-rate) products and remind mortgagees of their
responsibilities related to marketing and advertising.

Limit on Insurability of Fixed Interest Rate Products Under the HECM Program

Mortgagee Letter 2014-11, Limit on Insurability of Fixed Interest Rate Products Under the HECM Program,
limits FHA insurance on fixed-rate HECMs to mortgages with a Single Disbursement Lump Sum payment
option, and makes other related program changes. The HECM fixed-rate product changes eliminate potential
hedging and interest-rate risk associated with post-closing future draw features on fixed-rate HECMs. The
changes also align FHA policy with previously announced Ginnie Mae (GNMA) policy that made fixed-rate
HECMs with future draws ineligible for GNMA-guaranteed HMBS securities. These changes became effective
for HMBS securities issued on or after June 1, 2014.


http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/letters/mortgagee

The policy changes in today’s Mortgagee Letter include, but are not limited to:

e Limiting FHA insurance of fixed-rate HECMs to mortgages that are: 1) limited to a single, full draw to be
made at loan closing; and 2) do not provide for future advances to the mortgagor under any
circumstances;

e Eliminating the availability of the Single Disbursement Lump Sum payment option for adjustable
interest-rate HECMs;

e Changes to unused Repair Set-aside funds for fixed-rate HECMs; and

e FHA Connection updates.

The policy changes of Mortgagee Letter 2014-11, including the four topics noted above, will be effective for all
case numbers assigned on or after June 25, 2014, except for pipeline processing timeframes contained in the
Mortgagee Letter.

In addition, the Mortgagee Letter contains two sets of revised Model Fixed Interest Rate HECM Loan
Documents:

1. For case numbers assigned on or before August 3, 2014, which mortgagees may use to update fixed
interest rate loan documents for new mortgages and pending mortgages that did not close prior to the
effective date of today’s Mortgagee Letter 2014-11.

2. For case numbers assigned on or after the effective date of the April 25, 2014 Mortgagee Letter 2014-
07, HECM Program: Non-borrowing Spouse, which mortgagees must begin using on or after the
effective date of Mortgagee Letter 2014-07.

Prohibition on Misleading or Deceptive Program Descriptions or Advertising and Prohibition on Restriction

of Mortgagor’s Freedom of Choice

Mortgagee Letter 2014-10, Prohibition on Misleading or Deceptive Program Descriptions or Advertising and
Prohibition on Restriction of Mortgagor’s Freedom of Choice, reminds mortgagees of FHA’s requirements
prohibiting misleading or deceptive advertising which may result in seniors not being properly informed of all
of the features that are available under the HECM program. Additionally, this Mortgagee Letter reminds
mortgagees of the full extent of mortgagor choice in the HECM program, and prohibits restriction of such
choice.

FHA issued this Mortgagee Letter to make clear that any misleading or deceptive advertising practices will not
be tolerated. These reminders protect mortgagors from fraud and help maintain the HECM program as a
strong homeownership option where seniors have clear information to make the choices that are best suited
to their situation.

Learn More



e Review the June 18 Mortgagee Letters 2014-10 and 2014-11 at:
http://portal.hud.gov/hudportal/HUD?src=/program offices/administration/hudclips/letters/mortgag

ee.

e (Call the FHA Resource Center at 1-800-CALLFHA (1-800-225-5342). Persons with hearing or speech
impairments may reach this number by calling the Federal Information Relay Service at 1-800-877-
8339.

e Visit our online resource information at www.hud.gov/answers

RESOURCE INFORMATION

Visit the FHA INFO Archives to access FHA INFO messages issued from 2012 to the
present.

FHA INFO Archives:

For FHA technical support, please search the FHA Frequently Asked Questions site or

contact the FHA Resource Center by email at: answers@hud.gov or by telephone
Have FHA Questions?  toll free between 8:00 AM & 8:00 PM ET at: (800) CALLFHA or (800) 225-

5342. Persons with hearing or speech impairments may access this number via TTY

by calling the Federal Information Relay Service at (800) 877-8339.

To subscribe to the Single Family FHA INFO mailing list you can use this link: FHA
INFO or send a request by email to: answers@hud.gov

Bulk subscriptions: To sign up your entire office or a large group, send the list of
email addresses (in the format below) to: answers@hud.gov

Subscribe/Unsubscribe
Instructions:

Qaa@xyz.com

bbb@xyz.com

ccc@xyz.com
To Unsubscribe follow the unsubscribe instructions on that page.
Archived Webinars Foreclosure Assistance
Career Opportunities Grant Opportunities
Contracting Opportunities HUD Home Property Listings

Resource Links: Events & Training HUD.gov
FHA Forms Making Home Affordable
FHA Homeownership Centers Presidentially Declared Disaster
Areas
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We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any
reason. If you wish to be taken off this mail list, please go here
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