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One would think our industry may catch it’s collective breath from the rapid nonstop pace of new rules
and regulations for the Home Equity Conversion Mortgage. Such hopes were bolstered with the
February announcement of President Trump’s Executive Order curbing federal regulations. However,
it appears that HUD’s final rules will in fact be implemented this fall. What do such changes hold in
store for the reverse mortgage industry?
Perhaps it is fitting that HUD’s final HECM rule will arrive just days before the fall season officially
begins on September 19th. The rollout will come in three phases: self-implementation, changes to the
Single Family Housing Policy Handbook, and future mortgagee letters. During the National Reverse
Mortgage Lenders Association meeting last week in New York City, the association’s president and
CEO Peter Bell expressed their comfort on the direction of the coming rules changes.
Some additional changes are welcomed by industry participants. These include the ability to include
seller concessions in HECM for Purchase transactions, the authority for the FHA Commissioner to
allow the use of the HECM line of credit to pay down unsecured debts to meet the financial
assessment’s residual income guidelines, and the requirement to include a third party contact to help
mitigate tax and insurance defaults. These changes reflect the silver lining in FHA’s authority under
the 2013 Reverse Mortgage Stabilization Act to enact changes quickly outside of the prolonged rule
making process.
More controversial proposed HECM changes still loom on the horizon. Karen Hill, senior policy
advisor for HUD’s office of Single Family Housing outlined HUD’s decision to postpone more
contentious HECM rules. These include required HECM counseling prior to HECM for Purchase
borrowers signing a purchase contract, lowering the lifetime and annual interest rate caps on
adjustable rate HECMs, and the inclusion of utilities as property charges under the financial
assessment.
This June FHA will also include proposed policies in it’s draft board that include the requirement that
originators present all available HECM options, a cap on the number of mortgages a borrower may
have in addition to the HECM, a clarification and timeline for certificate of occupancy requirements for
H4P transactions, and guidelines on seller concessions.
The ongoing pace of changes to the HECM program will require both flexibility from the sales force
and strategic implementation by lenders. Will such changes create more demand for private reverse
mortgage products outside the confines of federal guidelines?
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