MMP Work-out/Move-out Protocols
All MMP delinquent homeowners need to be evaluated to see which of the following work-out/move-out options are most appropriate for the borrower, neighborhood, and DHCD.  First and foremost all efforts must be initially directed at keeping the borrower in the home.  Second, if one of the myriad of work-out options is not financially feasible or acceptable to the borrower then an amicable move-out option should be explored.  Third, and only as a last option, if none of the work-out or move-out options can be implemented an expedient foreclosure should be started.  For many of the MMP mortgages, once a move-out or foreclosure is completed DHCD will have to dispose of the real estate owned (REO).
Collections and Loss Mitigation Packages
The first step with a delinquent borrower is to try to collect all arrearages from the borrower that will immediately bring them current.  If collection is not a viable option to bring them current, a loss mitigation package must be sent to the borrower. All loss mitigation packages sent out, received, and reviewed will be tracked in the Bogman system, with weekly reports to DHCD.  Other protocols related to loss mitigation packages include:
· Loss Mitigation packages should be sent to borrowers immediately (i.e., within 24 hours) via regular mail with a return envelope (every effort should be made to make this process electronic, including potentially utilizing the new HOPE Loan Port).

· The borrower will have 10 days to send it back.  If after 5 days from the date of the letter, the package is not returned or is returned, but is incomplete/insufficient, Bogman will make at least 2 attempts to reach the borrower within a 5 day period.  If these attempts to reach the borrower are unsuccessful, Bogman will proceed with other collection efforts and start the foreclosure process at the appropriate time.

· DHCD will pick 10% of the loans from the previous monthly delinquency report, with completed loss mitigation packages. Bogman will scan and email this sampling to DHCD.  DHCD will review these packages in conjunction with Bogman’s review. 
· Within 15 business days of receiving a completed loss mitigation Package, Bogman will make a recommendation for the most appropriate options, as outlined below to pursue.  Bogman will also provide DHCD with the appropriate reporting to track how the various options are being deployed.
Work-out versus Move-out

Once the completed loss mitigation package is submitted to Bogman, an evaluation of viable solutions is performed to determine whether the borrower is a good candidate for one of the work-out or move-out options.  Below is a matrix that summarizes these options.
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Overall Delinquency Management
Notwithstanding all the work-out/move-out options, DHCD and Bogman have certain basic parameters for expediently working with mortgagors.  These parameters, as described below, always need to be coordinated with the respective mortgage insurer.

· DHCD wants to ensure that no loan is more than 120 days delinquent without one of the approved modification plans in place or an approved move-out option being implemented; otherwise, a foreclosure package should be sent to DCA.  All efforts will be made that DHCD’s protocols are congruent with the requirements of the various mortgage insurers.  Consistent with the tenets of DHCD efforts to keep families in their homes, if a loss mitigation strategy is still being evaluated after 120 days, these efforts should be continued.  However, Bogman should make every effort to ensure that loss mitigation cases are resolved one way or another before 120 days.
· For PMI- insured loans, if Bogman does not provide the referral to start legal action by the 150th day of delinquency, DHCD requires approval in writing from the PMI to delay legal action, unless an approved loss mitigation workout is approved.
· Any loan that is delinquent more than 150 days and coded "Q", "M" OR "L" or not coded at all requires a separate detailed explanation report to be sent to DHCD.   DHCD will review this case and provide specific instruction to Bogman on how to proceed with the case within 5 business days.
· Borrower credit counseling should always be considered in order to ensure the borrowers’ financial needs are dealt with on a holistic basis.  DHCD will provide a list of acceptable counselor entities.
A. Borrower Work-out Options
1. Unemployment Repayment Plans/Mortgage Protection Coverage (some PMI loans only)
· This option is only applicable to certain PMI loans within specific timeframes.  It covers 6 months of mortgage payments while the borrower is unemployed.
· Bogman will work with each PMI to identify and flag within the system all loans (both current and delinquent borrowers) that have Mortgage Protection Plans.  By identifying these cases in advance, the benefits of the coverage can be put in force with minimum wait time.
· If covered by one of the PMI Mortgage Protection Coverage Plans, Bogman will work with the borrower to file the appropriate claims to ensure the loan is brought current.
· If there is more than one person on the loan then the mortgage payment may be prorated and one of the work-out strategies below may still need to be deployed.
· Data on the number of claims and status of payment is required on an ongoing basis.
· Need to investigate the potential of making retroactive claims for borrowers previously unemployed.
· If a PMI Mortgage Protection Plan is not available on a loan, an Unemployment Repayment Plan for 3 months (with a 3 month extension), can be considered Bogman.  After the borrower is re-employed, one of the repayment or modification plan options below can be considered, if needed.  
2. Repayment Plans (all loans)
· Based on the income and expenses and other information in the loss mitigation package, determine if the borrower can reasonably catch-up on their arrearages within 6 months.

· This is best suited for borrowers who are 30-90 days delinquent and a 1 ¼ to 1 ½ payment per month structure will result in the borrower coming current in 3 to 6 months.

· Since these borrowers remain in a delinquent status until the repayment plan is complete; it is essential that data is compiled on these cases to enable DHCD to compile an “adjusted delinquency” number.  The number of repayment plans along with the plans that are current is an essential for tracking these cases.

· Assessment of this option is needed before proceeding (a requirement for FHA loans) with other options.
· This strategy is administered at Bogman; they are responsible for providing DHCD with all required data described above.  DHCD will test 10% of these cases to ensure they were properly implemented and approved.
3. Simple Modification Plans (all loans)
· Simple Modification plans for FHA non-HAMP use surplus income as demonstrated in the Loss Mitigation Packages; other debt ratios are not considered.  For other insurers, debt ratios as outlined by the respective mortgage insurer will be used.

· These plans generally entail capitalization of the arrearages and some modest changes to the loan term.  On a cases-by-case basis CDA will consider limiting the PMI insurance exposure to the original principal amount if the capitalization would result in an increased principal balance. 
· These modification plans need to conform to the respective mortgage insurer guidelines; no partial/advance claim is required.
· A determination of borrower’s means needs to be assessed to ensure the correct payment was assigned within the guideline below.

· Without approval from DHCD, no PMI-insured loan term can be extended for the greater of: 1) 5 years; or, 2) greater than the original amortization period.  For example:

· Mortgage originated in 2002 with a 30-year amortization; the loan now has 22 years remaining.  The mortgage can be modified to a 27-year amortizing loan (the full 5 years is allowed).
· Mortgage originated in 2007 with a 30-year amortization; the loan now has 27 years remaining.  The mortgage can be modified to a 30-year amortizing loan (another 3 years).
NOTE: FHA & VA term extensions are done within their respective guidelines.
· Data on the status of all modification plans will be maintained by DHCD; numbers will be maintained on approved cases that are current with the agreed-upon payments before finalization.  Ongoing delinquency statistics on finalized modification plans will be reported by Bogman on a monthly basis.
· These modification plans will require coordination between DHCD, Bogman, and the Office of Attorney General (OAG) to ensure timely closure.
· Entire modification plan process should be completed within 45 days.
4. Complex Modification Plans; with Partial/Advance Claims (all loans; except VA and Rural)
	A. FHA (Partial Claims)
	B. PMI (Advance Claims)

	· Follow guidance as provided under FHA’s Home Affordable Loss Mitigation Option. 

· Partial claim can not exceed 30% of the unpaid balance at time of default (total Partial Claim covers 12 months of PITI).
· No change in MMP interest rate; loan terms can be extended to 360 months. (NOTE: the extension of loan terms will have an impact on CDA cash flows; monthly reporting on FHA partial claims needs to be forwarded to CDA Finance.)
· Total first mortgage payment (PITI) is initially based on a 31% front-end ratio; back-end ratios can not exceed 55%.
(CDA may explore with FHA if a CDA partial claim will be acceptable to get the borrowers below either the front or back end ratios.) 

· Bogman will handle the modifications and coordinate all required actions, including handling the title search and work on any subordination requests.  DHCD will approve each case, and test the underlying paperwork on 10% of the cases.  DHCD will provide Bogman with a revised FHA-HAMP Worksheet.
· The borrower must have a 3 month trial payment plan (4 months for an imminent default mortgagor).
· The $1,250 incentive payment from FHA will be provided to Bogman if the modification is done within a timely manner.
· Insurance coverage and premiums will remain in effect.
· The Partial Claim remains as a “soft” debt on the property ahead of all subordinate debt.
· If needed because of other debt issues, the borrower needs to work with pre-approved credit counseling agencies (HUD-certified) to ensure other debt is properly managed.
	· CDA has to work with each individual PMI to develop some general guidance; most work-outs will be done on a case-by-case basis.

· The borrowers must demonstrate that the reason they need assistance is because of loss of income.

· Advance claims by the PMI will not be typically more than 25% of the total potential claim at the time of work-out.

· The PMI Advance Claim and CDA Principal Write-down (or deferment of principal) will allow the total mortgage payment (PITI) not to exceed 33% with a back-end ratio not to exceed 50%.

· The borrower must have a 2 month trial payment plan before the Advance Claim from the PMI is received.

· Bogman will pre-approve cases for this option and refer them to DHCD.  DHCD will initially handle the modifications and coordinate as needed with Bogman. (Bogman will handle the title search and work on any subordination requests).

· Insurance coverage and premiums will remain in effect, unless DHCD agrees to a different work-out option with the PMI.  The PMI will only be responsible for any subsequent claims up to the 35% coverage. 

· The PMI and CDA Advance Claims remain as a “soft” debt on the property ahead of all previous  subordinate debt (recoveries received will be prorated between CDA and the PMI). 

· If needed because of other debt issues, the borrower needs to work with pre-approved credit counseling agencies (HUD-certified) to ensure other debt is properly managed.

· The borrower needs to agree upfront to give a Deed-in-lieu if the new loan plan does not work (i.e., miss 2 payments).
· If the property is in need of rehabilitation and the borrower is eligible, the homeowner can be referred to CDA Single Family for resources to finance any needed repairs.


B. Borrower Move-out Options (generally for PMI loans only)
1. Pre-foreclosure

Once it is determined that a work-out option is not viable, Bogman will try to work with the borrower to implement one of the move-out options below.  If the borrower is more than 6 months delinquent, written approval is required by DHCD and the respective mortgage insurer in order to give the 60-90 days to obtain a Contract of Sale on the home.
NOTE: In the pre-foreclosure stage there are several variations on how borrowers may participate in DHCD’s version of “Cash-for-Keys” (i.e., Cash Incentive Program).  DHCD’s Cash Incentive Program (CIP) is somewhat complicated by the fact that DHCD may have subordinate debt on the property, and how this subordinate debt is handled may impact on the borrower’s cooperation in the process.  As such, a few tenets of the DHCD version of CIP are listed below.  These should be used in concert with the specific amounts shown under Short Sales and Deed-in-lieu (DIL).  All CIP options will need to be approved by the PMIs, if the payments are to be included in the claim.
· No matter the scenario, the borrower will get at least $1,500 in cash if they participate in a Short Sale or DIL.

· If the loan has a DHCD DSELP loan (or other DHCD subordinate Debt), the CIP payment (except for the $1,500) will be used to extinguish the DHCD subordinate debt.  If in some cases, there is a DSELP balance remaining, the borrower will need to sign a promissory note setting out the terms to repay the balance of the DSELP owed.

· In addition, to providing money under CIP, DHCD and the PMI will not pursue any deficiency judgments for its losses from the borrower if they agree to pre-foreclosure work-out plan (this is subject to approval by the respective PMI).
· Premium grants paid to the borrower at closing by CDA will not be accounted in the subordinate debt calculations.

· Bogman will work with any other governmental or employer entities if other subordinate debt, related to downpayment and closing costs, may exist.  DHCD will assist Bogman in reaching overarching agreements with employers that participated in DHCD’s “match” downpayment assistance initiatives to get these entities to write the debt off or at least consider a promissory note.

a) Short Sales 

In order to be eligible to participate in a short sale and receive money under the CIP, a borrower must agree to provide a Deed-in-lieu before the process starts if the short sale fails.
· Completed (i.e., contract for sale is approved) within 60 days: $3,500 payment if sold and approved by DHCD.  
Example 1: $5,000 DSELP loan: Bogman will pay $2,000 to DHCD, $1,500 to the borrower, and the borrower will sign a promissory note for the remaining $3,000 DSELP balance. Example 2: No DSELP: Bogman will pay $3,500 to the borrower.  NOTE: in either example the $3,500 paid will be part of the PMI claim and will be reimbursed to Bogman. 
· Completed (i.e., contract for sale is approved) between 60 and 90 days: $3,000 payment if sold and approved by DHCD. 
Example 1: $5,000 DSELP loan: Bogman will pay $1,500 to DHCD, $1,500 to the borrower, and the borrower will sign a promissory note for the remaining $3,500 DSELP balance. Example 2: No DSELP: Bogman will pay $3,000 to the borrower.  NOTE: in either example the $3,000 paid will be part of the PMI claim and will be reimbursed to Bogman. 

· After 90 days: DHCD will require the Deed-in-lieu (DIL) and the borrower will be allowed up to 75 days to vacate the property to be eligible for the CIP (see below).
NOTE: Please see the DCA Internal Procedures for Short Sales for additional details.
b) Deed-in-lieu (DIL)
· No Short Sale Attempt: $2,500 payment; the borrower will be allowed up to 60 days to vacate the property to be eligible for the CIP.
Example 1: $5,000 DSELP loan: Bogman will pay $1,000 to DHCD, $1,500 to the borrower, and the borrower will sign a promissory note for the remaining $4,000 DSELP balance. Example 2: No DSELP: Bogman will pay $2,500 to the borrower.  NOTE: in either example the $2,500 paid will be part of the PMI claim and will be reimbursed to Bogman. 

· Failed Short Sale: $3,000 payment; the borrower will be allowed up to 75 days to vacate the property to be eligible for the CIP. 
Example 1: $5,000 DSELP loan: Bogman will pay $1,500 to DHCD, $1,500 to the borrower, and the borrower will sign a promissory note for the remaining $3,500 DSELP balance. Example 2: No DSELP: Bogman will pay $3,000 to the borrower.  NOTE: in either example the $3,000 paid will be part of the PMI claim and will be reimbursed to Bogman. 

NOTE: all payments to the borrower will be made upon them vacating the property and after a satisfactory inspection of the property.  All the above timeframes and payments need to have mortgage insurer approval.
2. Post Foreclosure 
· The borrower will be eligible for a relocation payment of $1,500, if they vacate the property within 60 days of the foreclosure sale.  
· The payment will be made after a satisfactory inspection of the property.
· DHCD will evaluate other resources for the borrower, such as rental assistance programs that DHCD may administer, to ensure a “soft” landing.
· The handling of DSELP or other DHCD subordinate loans will be done in accordance with the handling of other MMP foreclosures.
· DHCD will pursue deficiency judgments for its losses.
NOTE: DCA will develop internal procedures that will outline greater detail on this process; including verification the process is followed.
C. Foreclosure
1. Process

· Within 15 days of a failed attempt of a borrower to take advantage of any of the voluntary pre-foreclosure move-out options, the foreclosure process will be initiated.

· Follow-up with foreclosure attorneys, as needed.

· Bankruptcy cases need to be closely monitored (including monthly reports from Bogman) to ensure timely dismissal when the borrower fails to comply.

· All foreclosure actions need to be done within the guidelines of the respective mortgage insurer and applicable foreclosure laws.
2. Eviction 
· Timely eviction with accordance with local laws.

· Continue to work with borrowers eligible for the post foreclosure incentives (cash for keys) described in B2 above.

3. Foreclosure Sale to 3rd Parties 

· Work with mortgage insurers on setting the appropriate upset price in order to sell some of the properties and minimize REO in the portfolio. 

D. Securing and Selling REO
1. Securing the Property
· The property needs to be visited as early as possible (within no more than 24 hours) in the process to make sure it is properly secured.  Bogman is responsible for this item; DHCD will make site visits on a test basis.
· Move quickly to evaluate and to appropriately market the REO, including working with private mortgage insurance guidelines.
· Oversee the PMI claim payment process with Bogman to ensure timely payment from the PMIs and FHA, as needed.

· DHCD will work with Bogman on developing the required reporting.

2.   Selling the REO 
a) Pre-claim payment

· Since virtually all PMI claims will result in DHCD holding the REO, start discussing the property with DCA’s Single Family Operations to determine the most appropriate disposition method and the best value for the REO 

b) Post claim payment

1. Decide on most appropriate way to sell the property; currently these methods have been identified:
i. Regular DHCD realtor sales
ii. Setting aside CDA "zeroes" to use as an incentive to sell the REO quickly to new qualified MMP borrowers (through DHCD realtor)

iii. Selling REO to non-profits for rehab and disposal
iv. Working with Habitat to sell REO

v. Auction process when appropriate

Reporting 
Overall reporting of the appropriate measurements is key to the success of DHCD achieving its goal to reduce delinquencies.  Below is a matrix of recommended reports that will be part of this initiative.  These reports are in addition to the standard delinquency reporting already produced by DHCD and Bogman.  Bogman needs to create an appropriate “flags” within its system to ensure these reports can be produced by DHCD and/or Bogman.

	Reporting Area
	Description/Purpose
	Frequency

	Loss Mitigation Packages
	The report should include on the periodic basis: 

1. # of packages were sent out

2. # of sufficiently completed packages returned

3. # of packages reviewed and recommended to a work-out strategy

In addition, a separate aging report of open packages and final packages awaiting Bogman’s assessment will be provided.  This will allow DHCD to monitor how many delinquent borrowers are trying to work-out their loan as well as how quickly Bogman is approving work-outs.  This will also provide information on delays in getting complete information approving borrowers to the correct work-out strategy.


	Weekly

	Work-out/Move-out
	Reporting on: 

· # of cases recommended to the respective work-out strategy (additional details covered in reports below)

· # of cases referred to move-out options (should include status of the borrower acceptance to each)

· # of cases being moved to legal action (i.e., foreclosure)

This report will allow DHCD to track on how the delinquent cases are moving through the various work-out/move-out strategies.

	Weekly

	150+ Delinquent Loans
	Report on any loan that is 150+ days old that is not in one of work-out/move-out classifications.  This will assist DHCD and Bogman in making sure cases are not lost in the various processes.
	Monthly

	Counseling Referrals
	Report on the # of borrowers referred to counseling agencies; this reporting may overlap with other work-out strategies, but will provide DHCD with some metrics on how counseling agencies are being used.
	Weekly

	Unemployment Repayment Plans
	Report on the # of cases placed in an Unemployment Repayment Plans.  In addition, a delinquency report on all approved Unemployment Repayment Plans.  This would entail showing the cumulative number of repayment plans still in place and the number of borrowers who are current with their plans.
	Monthly

	Mortgage Protection Coverage
	Report on the # of delinquent borrowers that are eligible for PMI Mortgage Protection Coverage and the status of the borrower’s filing of the claim.  Cumulative to date cases approved and dollars collected.
	Monthly

	Repayment Plans
	Report on the # of cases placed in standard Repayment Plans.  In addition, a delinquency report on all approved Repayment Plans.  This would entail showing the cumulative number of repayment plans still in place and the number of borrowers who are current with their plans.
	Monthly

	Simple Modification Plans
	Report on Simple Modification Plans:

· # of cases approved (include o/s principal on the respective loans)
· # of cases implemented (include o/s principal on the respective loans)
In addition, a delinquency report on all implemented Modification Plans.  This would entail showing the cumulative number of modification plans still in place and the number of borrowers who are still current with their plans.  
	1st part: Weekly

2nd part: Monthly

	FHA HAMP Partial Claims
	Report on FHA HAMP Partial Claims:

· # of cases approved (include o/s principal on the respective loans)
· # of cases implemented (include o/s principal on the respective loans)
In addition, a delinquency report on all implemented FHA Partial Claim Plans. This would entail showing the cumulative number of implemented FHA HAMP modification plans and the number of borrowers who are still current with their plans.  
	1st part: Weekly

2nd part: Monthly

	PMI Advance Claims
	Report on FHA HAMP Partial Claims:

· # of cases approved (include o/s principal on the respective loans)
· # of cases implemented (include o/s principal on the respective loans)
In addition, a delinquency report on all implemented PMI Advance Claim Plans. This would entail showing the cumulative number of implemented PMI Advance Claim modification plan and the number of borrowers who are current with their plans.  
	1st part: Weekly

2nd part: Monthly

	Short Sales
	Report on all Short Sale case initial approvals, final sales, and failed sales -- DIL (month-to-date and year-to-date).   Provide an aging of the short sales and the location.  Provide aggregate dollars of listings and loss information on the final short sales.
	Monthly

	Deed-in-lieu (DIL)
	Report on all DIL cases outside of the short sale process (month-to-date and year-to-date).  
	Monthly

	Post Foreclosure CIP Payment
	Report on all Post Foreclosure cases that receive money under CIP (month-to-date and year-to-date).  
	Monthly

	MI Claims
	Track outstanding claims by mortgage insurer; including an aging of the claims
	Monthly

	REO
	Track REO by jurisdiction and zip code (for mapping); including an aging of the REO.  Report on aggregate sales price of REO, monthly expenses and estimated losses on each property.
	Monthly

	REO Sales
	Track REO Sales under the various initiatives along with actual detailed losses.  All data to be shown by jurisdiction.
	Monthly


MMP Work-out/Move-out Protocols_FINAL_060810
                            1

11/18/2010

_1330787456.xls
Sheet1

		

						Maryland Department of Housing and Community Development

						Managing MMP Delinquencies and Foreclosures

						Breakdown of Work Assignments

						MMP DELINQUENCY AND FORECLOSURE EXECUTIVE MANAGEMENT TEAM

						30-day Delinquency Calls																						60-180 day Delinquency Management																								Old Delinquencies (180+ Day) Management

																																		DISCUSSIONS with BORROWERS: Identify Intent and Best Course of Action

								--		Utilization of Bogman

								--		Coordinate Borrower Calls with Spherix, CCU

								--		Deploying DHCD Staff																				Loan Modifications																												Initiate Foreclosure Process

								--		Looking at software (including "Back in the Black")																						Standard Loan Modifications						FHA Partial Claims								PMI Advance Claims												Alternative Methods						Foreclosure

																																--		Expedite Process				--		Work w/ Bogman						--		Loan Underwriting										Coordinate w/ Borrowers:

																																														--		CDA "work-outs"										--		Short Sales				--		Upset Price

																																														--		PMI NPV Model										--		Cash-for-Keys				--		Bankruptcy Coordination

																																																										--		Deed-in-lieu				--		Coordinate with attorneys

						Claim Payment/REO																														Bogman Compliance and Oversight

								Securing Property						Claim Payment						Timely Selling of REO

								--		Timely Eviction				--		Work w/ Bogman				--		Work w/ Realtor																--		Review and Test all Processes and Strategies

								--		Maintenance				--		Follow-up w/ PMI				--		Property Evaluation																--		Compliance Audit of the Foreclosure Procedures

								--		Cash-for-Keys										--		Evaluate Alternatives																--		Executive Management Review

																				--		Use of "zeroes"

																				--		Sell to non-profits



&L&7&Z
&F
&A&CPage &P of &N&RDATE PRINTED:
&D / &T



Work-out vs Move-out Matrix

		

										Loss Mitigation Package Review

										A. Work-out Options										B. Move-out Options

										Mortgage Protection Coverage		Repayment Plans		Simple Modification Plans		Complex Modification Plans				Pre-foreclosure				Post Foreclosure

																FHA Partial Claims		PMI Advance Claims		Short Sales		DIL



&L&7&Z
&F
&A&R&D



Sheet3

		






