Intensive B, Session 3: FHA’s Loss Mitigation Waterfall

Problem 1:

Hal Homeowner fell behind on his mortgage loan in June when he lost his job. He has lived in his home for five years, and he got the mortgage at issue to purchase the property. He has never had a loan modification and has never had a partial claim.

At the time of default, Hal’s balance is $92,149.73.  Hal’s monthly mortgage payment on the loan at the time of default was $800.00/month and $552.20 toward principal and interest and $247.80/month in escrow. The interest rate of Hal’s loan is 5.25%.

After five months, Hal finally got a new job that pays him a $3,000/month salary.  An estimate of the past due amount of arrears, not counting principal balance, are $3,500.  Hal has applied for loss mitigation and wants to know what option he will receive and an estimate of what his payment would be.

At the time Hal completes his application for loss mitigation, the market interest rate is 3.75. 

What option will Hal receive?  Can you estimate his payment?

Problem 2

Bonnie Borrower also lost her job soon after buying her home and has struggled to find a job and finally found one that pays $1550/month.  She has never had a partial claim or a loan modification.

[bookmark: _GoBack]Bonnie had a very low interest rate of 3.5% when she bought her house that she still lives in. Bonnie now owes $49,040.45 and pays $375/month on the mortgage ($224.52 for principal and interest and $150.48/month for escrow). 

Bonnie is very behind on this loan owing approximately $4,500 in arrears ($5,500 if you count in balance). The market interest rate is 3.5% when she completes her application 

What option will she receive? Can you estimate her payment?

Below are some tools
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Here’s a sample calculator: https://bretwhissel.net/amortization/
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Loss Mitigation Waterfall Options

Question Decision Point Yes No
1 Is the Borrower an Owner-Occupant? Question 2 Informal or
Formal
Forbearance
or
Question 9
2 Has the Borrower experienced a verified Question 3 Informal or
loss of income or increase in living Formal
expenses? Forbearance
or
Foreclosure
3 Is one or more Borrowers receiving Question 4 Special
Continuous Income? Forbearance-
Unemployment
4 Can a Mortgage Payment at or below the FHA-HAMP Question 5
target monthly Mortgage Payment be Standalone Loan
achieved by re-amortizing the total Modification
outstanding debt for 360 months at the
Market Rate?
5 Is the Borrower’s current interest rate at or FHA-HAMP Question 6
below Market Rate, and is the current Standalone Partial
Mortgage Payment with re-analyzed escrow Claim
at or below the target payment?
6 Can the FHA-HAMP Combination Loan FHA-HAMP Question 7

Modification and Partial Claim bring the
loan current with a Mortgage Payment at or
below 40% of current income?

Modification and
Partial Claim
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Loss Mitigation Waterfall Options

Question Decision Point Yes No

7 Is the FHA-HAMP Combination Loan Special Question 8
Modification and Partial Claim Mortgage Forbearance-
Payment at or greater than 40% of current Unemployment
income, and one or more Borrowers are
unemployed?

8 Has the Borrower been determined Formal Forbearance Question 9
ineligible for all Home Retention Options, not to exceed six
but has income or other assets to repay the months
indebtedness within six months?

9 Does the Borrower meet the requirements to | Streamlined PFS or Question 10
participate in a Pre-Foreclosure Sale (PFS)? Standard PFS

10 Does the total outstanding debt remain Streamlined or Foreclosure

uncurable and was an attempt made to
market the Property under the PFS
Program?

Standard Deed-in-
Lieu
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Calculate the target Mortgage Payment:

moNwp

. Calculate 31% of gross income;

. Calculate 80% of current Mortgage Payment;

. Calculate 25% of gross income;

. Take the greater of B or C; and

. The lesser of A or D determines the target Mortgage Payment.




