U. S. Department of Housing and Urban Development

Washington, D.C. 20410-8000

March  27, 1.998

OFFICE OF THE ASSISTANT SECRETARY

FOR HOUSING-FEDERAL HOUSING COMMISSIONER

                                        MORTGAGEE LETTER 98- 17

TO: ALL APPROVED MORTGAGEES

SUBJECT:  Single Family Loan Production - Insurance of Adjustable. Rate

          Mortgages on Single Family Properties, Section 251 of the National

          Housing Act

    This Mortgagee Letter is to advise you that the Department will insure any

Adjustable Rate Mortgages (ARMS) provided the following conditions are met:

     1. the mortgage credit application was signed prior to April 3, 1998,

     2. the mortgage closing date is prior to May 1, 1998, and

     3. all other FHA requirements are met.

    This action is due to the limitation set by Section 251 (c) of the National Housing Act (Act) on the number of ARM mortgage and loans that can be insured in any fiscal year. (Date of closing is defined as the settlement date as it appears in the HUD-1 Settlement Statement.  See HUD Handbook 4000.2 REV-2, paragraph 5- 1C.) The mortgage credit application is defined as the Uniform Residential Loan Application (Freddie Mac Form 65 or Fannie Mae Form 1003) and the Addendum to Uniform Residential Loan Application, Form HUD 92900-A), pages 1 through 4.

    In accordance with Section 251 (c), HUD can insure ARMs in an amount that does not exceed 30 percent of the total number of mortgages and loans insured under Title 11 of the Act during the previous fiscal year.  For fiscal year 1997, HUD endorsed 790,359 mortgages.  Consequently, HUD can insure 237,107 ARMs for fiscal year 1998.  As of March 15, 1998, the Department had endorsed approximately 71 percent of our total allowable number of ARMS.  Since Home Equity Conversion Mortgages (HECM) are not subject to the Section 251 (c) ceiling, the Department will continue to insure

HECM ARMs throughout fiscal year 1998.

    If an ARM is submitted to HUD for insurance with a closing date on or after

May 1, 1998 or the mortgage credit application was signed on or after April 3, 1998, the Homeownership Centers (HOCS) and Field Offices (FOs) will return the case binder to the originating lender.  HUD will not store or hold case binders.  The Department intends                                                             
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to resume accepting and insuring ARMs on October 1, 1998.  Lenders need to be advised that they will have to follow all of the procedures for a "late request for insurance" as set forth in Chapter 3 of HUD Handbook 4165.1 REV-1   if the mortgage has been closed for more than 60 days when received by HUD.

     All questions relating to the FHA aspects of these loans should be addressed to your HOC.

Sincerely yours,

Art Agnos

Acting General Deputy Assistant Secretary

for Housing-Federal Housing Commmissioner

