

[image: image1.jpg]



Reverse Mortgage Alert #2008-11
Effective Date: 
Immediately
Reference:  

Mortgagee Letter 2006-25 HUD Counseling Changes

Subject: 

Counseling of Non Borrowing Spouse
Product:  

FHA HECM, EPA, Simple 60
This Reverse Alert will clarify World Alliance Financial guidelines for Counseling Non Borrowing Spouse on the HECM program and our Proprietary Reverse Product. To be consistent with the HUD recommendation, World Alliance will require all Non Borrowing Spouse to be counseled and sign the non borrowing spouse affidavit at closing. HUD Mortgage letter, 2006-25 states:

Counseling Requirements for the Non-Borrower Spouse

It has been brought to FHA’s attention that spouses of prospective HECM borrowers have quitclaimed their interest in real estate, which will serve as the security for an FHA-insured HECM, when the spouse of the prospective HECM borrower has chosen not to seek, or is ineligible for, an FHA-insured HECM.     

To ensure that the non-borrower spouse of a prospective HECM borrower understands the implications of a HECM, and the risks posed by the non-borrowing spouse quitclaiming to the prospective HECM borrower his/her interest in the real estate, which will serve as the security for the HECM, FHA recommends that the HECM borrower’s spouse receive HECM counseling.  This includes:  a) a spouse, who is currently on the title for the real estate that will serve as the security for the FHA-insured HECM and is eligible for a HECM, but instead will be removed from the title; b) a spouse, who is ineligible to receive a HECM, because she/he is under 62 years of age but is on the title for the property that will serve as the security for the FHA-insured HECM; and c) a spouse who is currently not on the title for the real estate.  In the first two cases described above, the non-borrower spouse should quitclaim his/her interest in the property to the prospective HECM borrower prior to the HECM closing.
During counseling, all parties must be made aware that the FHA-insured HECM cannot be assumed by the non-borrower spouse upon the HECM borrower’s death, or change of primary residence.  In other words, the HECM becomes due and payable upon the HECM borrower’s death, or when the real estate, which serves as the security for the FHA-insured HECM, is no longer the primary residence of the HECM borrower.   

In addition, World Alliance Financial has seen an increased number of seniors that were removed from title only to find later that they did not completely understand the ramifications of being removed from title.  World Alliance feels that requiring the non borrowing spouse to be counseled is prudent underwriting practice and will assure that the best interest of the senior is taken into consideration at all times.

This policy also applies to our Proprietary Products, EPA and Simple 60.
If you have any questions regarding the above, please contact your Relationship manager or your team leader.


