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Legal Disclaimers

• This information is published and provided by Plaza Home Mortgage, Inc.® and intended 

for mortgage professionals only, as a courtesy to its clients and select audiences, and is 

meant for instructional purposes only. 

• It is not intended for public use or distribution.

• None of the information provided is intended to be legal advice in any context. 

• Plaza does not guarantee, warrant, ensure or promise that information provided is 

accurate. 

• Terms and conditions of programs and guidelines are subject to change at any time 

without notice. 

• This is not a commitment to lend.

• Plaza Home Mortgage, Inc. is an Equal Housing Lender.

© 2024 Plaza Home Mortgage, Inc. Plaza Home Mortgage and the Plaza Home Mortgage logo are registered trademarks of Plaza Home 

Mortgage, Inc. All other trademarks are the property of their respective owners. All rights reserved. Plaza NMLS 2113



Your GoToWebinar Toolbar

Use speakers or a telephone to listen 

to the audio.

Use the information in your toolbar to 

dial in from your telephone.

If you have any questions, please 

type them in here. All questions will be 

addressed, time permitting.

Click here to download any handouts.
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What is a Reverse Mortgage?

A HECM (Home Equity Conversion 

Mortgage) is a special type of mortgage that 

enables homeowners aged 62 or older to 

tap into the equity in their home. 

Unlike traditional home loans, no 

repayment of the HECM loan is required 

until the borrower no longer occupies the 

home as their principal residence. At that 

time, the lender will declare the mortgage 

due and payable. What is borrowed plus 

interest is due to the lender, remaining 

equity remains with the estate.



Definition Explained

• Minimum age is 62, age of the youngest borrower is always used.

• No monthly mortgage payment - #1 reason borrowers get a reverse mortgage.

• Loan Maturity

• No longer occupy the residence - (death, move out)

• Failure to maintain property Taxes / Hazard Insurance

• Failure to Reside in Subject for 12 months

• Convey Title to someone else

• General maintenance on the Property

• Sells the home



Loan Maturity

What are the Family’s Options at Loan 

Maturity?

1. Sell the Home – Satisfy the Reverse 

Mortgage – Retain remaining Equity

2. Estate can buy back the home at 95% of 

the home value at loan maturity

• Great Option if the home is “upside down”

3. Deed In Lieu – Servicer takes 

responsibility

• Great Option if the Family has no interest in 

the property “upside down”

Non-Recourse Loan! Borrower / Estate will 

never owe more than the value of the home.



Aging U.S. Population

Source: United States Census Bureau
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Guidelines that Protect the Borrower

Non-Borrowing Spouse (NBS) (ML 2015-02)

If the borrower is married, both individuals need to be accounted for in the underwriting decision of a 
Reverse Mortgage. If the borrower’s spouse was not of qualifying age when the reverse mortgage 
was taken out, this guideline prevents the mortgage from being called “due” in the event of the 
borrower’s death. NBS and Non-Borrowing Occupant can remain on Title!

Income and Credit Underwriting (SEL 2015-10)

This guideline requires the borrower(s) to be subject to a credit and income underwriting decision. 
The intent of this guideline is to minimize property tax and insurance defaults and help to ensure the 
desired loan is a positive benefit for the borrower.

Limitations on Cash Out in the First Year (ML 2014-12)

Regardless of how much the borrower is eligible to borrow, the amount of loan proceeds they can 
access during the first 12 months after closing is limited to 60 percent of the loan amount. For 
example, if they are eligible for a $100,000 reverse mortgage, they may only access $60,000.

Principal Limit and Floor Rates (ML 2017-12) 

This Mortgagee Letter increased the upfront Mortgage Insurance Premium (MIP) for many, lowered 
the annual MIP for all, as well as reduced the amount borrowers will be able to receive under the 
program. This change was to help ensure long term sustainability of funds available through FHA 
programs into the future.



Initial Mortgage Insurance Premiums

FHA Guidelines:

• Flat 2% of the lesser of Maximum Claim Amount (MCA) $1,149,825, appraised value, or 

purchase price

• Easy rule of thumb - 2% of the appraised value - cap at: $21,786.00

• For example, $700,000 appraised value x 2% = $14,000 in upfront MI

• The interest charged to the borrower is the note rate plus the MI (0.5%)



Income Qualification

What does the calculation look like?

Documented Income - $$$$$$ (Assets = Asset Dissipation)

 - Housing Expenses (Taxes and Insurance, HOA, Ground Rent, etc.)

 - Sq. footage of subject @ .14 sq. ft.

 - Liabilities from Credit Report

= Residual Income

***Cannot pay off debt to qualify

***HECM proceeds can be considered as income

Based upon the residual income 

figures in Family Chart, is your 

Residual Income Greater or Less?

Pass or Fail?



Table of Residual Incomes by Region

Region States

Northeast CT, MA, ME, NH, NJ, NY, PA, RI, VT

Midwest IA, IL, IN, KS, MI, MN, MO, ND, NE, OH, SD, WI

South AL, AR, DC, DE, FL, GA, KY, LA, MD, MS, NC, OK, PR, SC, TN, TX, VA, VI, WV

West AK, AZ, CA, CO, HI, ID, MT, NM, NV, OR, UT, WA, WY

Family Size Northeast Midwest South West

1 $540 $529 $529 $589

2 $906 $886 $886 $998

3 $946 $927 $927 $1,031

4 or more $1,066 $1,041 $1,041 $1,160





Credit Analysis

Plaza must examine the mortgagor’s overall pattern of credit behavior to determine the 

borrower’s ability to manage their financial obligations, not just an isolated instance.

Minimum Satisfactory Credit:

Mortgage and Installment Debt

• No lates last 12 months

• 2 x 30 last 24 months

Revolving Debt

• 30- or 60-day lates allowed

• 3 x 90  or more last 12 months - LESA

• 1 x 120 or more last 12 months - LESA



Credit Analysis

• Collections w/balance & no extenuating circumstance require LESA
• Collections equal to $2,000 or more must either be: hit w/5% monthly payment, be in payment plan 
or be paid off before or at closing (cannot pay with HECM proceeds)
• No seasoning on the pay-off required of collection accounts
• Charge offs w/balance & no extenuating circumstance require LESA; excluded expense analysis 
(payoff not required & does not eliminate LESA)

Collections and Charge Off Accounts

• On Title – must be paid; typically, LESA can use loan proceeds

• Credit – must be paid or evidence of payment plan (90 days minimum)

• Federal judgements (nontax) on credit must be paid prior to application (10/8/2016) 

Judgements

• Must provide documentation to substantiate the proof

• LOE on its own will not satisfy

• Disputed medical accounts excluded from credit analysis and residual income calculation

Derogatory/Disputed Derogatory Credit w/ late payments within 
< 24 months



Chapter 7 & 13 / Mortgage Derogatories

Notice of Default, Deed in Lieu, Short Sale, & Foreclosure

• FHA: Minimum three years seasoning

• Refinance: < 2 years, LESA

• Purchase: Minimum two years seasoning to be eligible

Refinance:
• Seasoning within 2 years will require a LESA

• Outside of 2 years, clean or no credit – No LESA

Purchase: • Within 2 years seasoning – ineligible



Property Charge and Payment History

• Property Taxes

• No property tax arrearages in the prior 24 months

• Preliminary Title Report or county print out will satisfy

• If unable to provide proof, Plaza will order a tax cert in underwriting

• Hazard and Flood

• Evidence of 12 months of continued coverage

• Will need a declaration page, payment history or letter from agent indicating 12 months of continued 

coverage

• HOA and Other Assessments

• Must be paid on time for the last 24 months

• Statement from HOA, cancelled checks

• Includes all REO!

• 12-month history on mortgage, taxes, insurance, HOA, etc.

Most instances of LESAs conditioned in underwriting are a result of these deficiencies.

Don’t forget about these!!!! These items are the biggest frustration for new Reverse Originators!



Set-Aside Requirements by Age – (LESA Table)

Age 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78

Years 21 20 19 18 18 17 16 16 15 14 13 13 12 12 11 10 10

Age 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95+

Years 9 9 8 8 7 7 6 6 6 5 5 5 4 4 4 4 3





Limitations On Cash Out / MI Schedule

• First 12 months only!

• 74-year-old Borrower

• Home is valued at: $500,000

• Qualifies at 4.25 / 52.4% LTV

• HECM Principal Limit = $262,000 (Loan Amount)

• Depending upon mandatory obligations (lien pay-off / closing costs) – How much can you access in the 

first 12 months?

• < 60% ($157,200) 

• > 60% ($157,200) + $26,200

• Only access 10% of PL in the first 12 months ($26,200) > 60% Utilization

• No more restrictions accessing available funds after 12 months.



Fixed Rate HECM

• Rate is fixed. 

• Borrowers would like to receive funds at closing, with 

no option of accessing additional funds at a later date. 

• Most times these are best suited for high utilization 

loans where all HECM proceeds are allocated toward 

paying off an existing mortgage.

• There are no credit line and payment options with the 

Fixed.

• Fixed may be an inferior product when used as a 

financial tool



Adjustable Rate HECM

• Index is the 1 Year CMT + Margin = Note Rate

• Adjusts monthly and has a 5% Lifetime CAP above initial Note rate

• Typically allows borrowers to receive the most funds

• Borrowers have flexibility in accessing the available funds

• Cash at close

• Monthly disbursement schedule (term payment)

• Monthly payment for life (tenure)

• Credit Line (access cash as needed)

• These options are flexible; can be combined and changed at a later date

• Current market is 98% ARM vs. 2% Fixed



How Does the Credit Line Work?

• Funds left on the credit line do not incur interest until 

those funds are drawn upon

• Prolongs the equity positioning in the home and 

protects the estate/inheritance

• Only the available line of credit will grow over time

• Funds on the credit line grow at the rate of the credit 

line growth rate

• Growth rate is the Note rate + .5 (MI), calculated 

monthly (not daily)

• The credit line growth rate is not interest; it is simple, 

a built-in feature that allows future access to 

additional credit





Techniques to Improve Retirement Income Plan

Defer Social 
Security Benefits

Reduce Sequence 
of Returns Risks

Impact on Taxes

Reduce Retirement 
Expenses and 
Cash Outflow



Compensation



How Will This Help My Business?

As a Financial Planners 
Tool to Assist Borrowers 

in Retirement

• Get the HELOC and 
Growth Rate to work 
for you as soon as you 
can!

• Wade Pfau -
Reversing 
Conventional Wisdom

• Use Home Equity as 
part of an overall 
retirement plan

• Defer SSI

• Reduce Sequence of 
Return Risks

As a Purchase Vehicle

• Use the Reverse as a 
way to open up new 
markets with 
Realtors®

• Buy-Up & get more 
house than paying 
cash

• Retain key assets for 
retirement “living”

• Secure retirement 
living with the security 
of no mortgage 
payment

Eliminate Current 
Mortgage

• Retain cash in early 
retirement

• Enjoy your residence

Market Financially 
Sound Prospects

• With New PL Factors, 
LESA clients will 
struggle to cover the 
required equity



Adjustable HECM’s Fixed HECM’s

Broker Compensation

Adjustable HECMs are open-ended credit and are 

therefore not part of the Final Rule under Reg. Z. Broker's 

existing compensation plan on file with Plaza does not 

apply to adjustable HECM's. HECM compensation is set by 

FHA / RESPA. Brokers are allowed to charge an 

Origination fee based upon the schedule below, in addition 

to, any pricing as disclosed on this rate sheet. The Pricing 

for all adjustable is paid on the amount of funds drawn at 

closing (Line 220 on your HUD1). This would typically 

include any mortgages, liens, closing costs and cash taken 

at closing. Pricing would not be paid on funds left on the 

credit line to be accessed at a later date.

The Origination Fee schedule set by FHA allows a broker 

to charge 2% of the appraised value for the first $200,000 

and 1% thereafter, capping the originator at $6,000. Plaza's 

reverse mortgage software, Bay Docs, will calculate the 

Origination and Pricing in any pre-qual produced. Brokers 

may reduce Origination and apply Pricing to off-set 

borrower's closing costs.

All Fixed HECM's will be lender paid compensation based 

upon established terms negotiated between the broker and 

Plaza Home Mortgage, Inc. Fixed HECM's are considered 

closed ended credit and therefore they are included in Reg 

Z Final Rule. Fixed HECM's will be included in your 

company's pre negotiated compensation plan. Plaza Home 

Mortgage Inc. will credit the difference between our posted 

pricing on our rate sheet vs. the broker's compensation 

plan on all refinance transactions. The credit will be applied 

to the Upfront MIP and any additional lender and typical 

third-party charges until the credit is fully satisfied. Please 

note FHA prohibits any credit towards the FHA counseling 

fee. Also, FHA forbids any lender/broker credits to closing 

costs in purchase transactions. Pricing for all Fixed 

HECM's are paid on the amount of funds drawn at closing 

(Line 220 on your HUD1).



Compensation

• Adjustable HECMs are, by definition, open 

end credit and not subject to Reg Z’s broker 

compensation rules

• Brokers comp plan on file with Plaza does 

not impact the Adjustable HECM

• Adjustable HECMs are not included in high-

cost threshold

• Brokers can earn an Origination Fee based 

upon the appraised value in ADDITION to 

pricing on the “draw amount”

• Brokers have the ability to discount their 

Origination fee and offer pricing credit to 

other closing costs

• FHA forbids pricing credits on Purchase 

HECM



Compensation Notes

• Most loans now have an Origination Fee (ARM)

• Loans with little to no mortgages (to pay-off) must rely on the Origination Fee for compensation 

• Small draw amounts limit lender paid compensation

• EPO has never been an issue

• Pre-Pay can be (Page 17 Reverse User Guide and Broker Agreement):

• In the event that any reverse mortgage loan Substantially Prepays, Broker agrees to pay Plaza a 

“Recapture Fee.” “Substantially Prepays” is defined as a Loan that within 6 months of closing of 

borrower(s) loan is paid down by: 

• 20% (twenty percent) or more of its unpaid principal balance (“UPB”); AND/OR 

• $10,000 



Origination



Origination Procedure

In accordance with FHA/HUD requirements, RESPA, Reg Z, AIR, and Plaza internal 

guidelines, it is essential you originate your FHA Reverse Mortgage in the proper date order. 

Failure to do so may cause instant file suspense upon submission and underwriting delays.

The number one operational mistake is to originate out of order. Always follow this quick 

reference. Failure to follow these directions will cost you time and money!!!   

 

1. Verify borrowers are on Title – DO NOT 

ORDER TITLE

2. Pre-Qualification

3. Purchase Contract

4. Counseling

5. Application / disclosures – all together pulled 

from Bay Docs

6. Order Preliminary Title

7. Case Number Assignment

8. Order Appraisal

9. Submit!

10. Certificate of Occupancy Issued – (New 

Construction) – Prior to Docs!!!!

Do Not Originate Out of Order!



Complying with FHA’s HECM Counseling Guidelines

The most important consumer protection built into the reverse mortgage program is the 

requirement that a prospective borrower must first meet with an exam-qualified, 

independent third-party counselor approved by the U.S. Department of Housing and Urban 

Development (HUD) before signing a loan application or incurring any fees.

Prior to the mandatory counseling session, HUD requires that all borrowers receive an 

information packet. 

Plaza’s Counseling Package from Bay Docs is compliant!

Plaza’s Counseling Package from Bay Docs (Page 2) has an Access Code for the borrowers 

to give to the counseling agency.



Complying with FHA’s HECM Counseling Guidelines

• A Loan Originator may not steer, direct, recommend, or otherwise encourage a client to seek the 

services of any one particular counseling agency. This is Steering and is forbidden.

• Loan Originators are strictly prohibited from assisting a senior in scheduling counseling; 

borrowers are not to be pressured in any way and must contact a counseling agency at their own 

pace.

• As mandated in Mortgagee Letter 2008-28, a lender may not pay for counseling.

• Upon completion, recommend that your borrower instruct the counselor to fax/email the 

completed certificate to your attention. Your borrower must independently provide the counselor 

with your information.

• Counseling typically takes 60-90 minutes.

• Counseling can be done over the phone. This is the most popular method.

• Instruct your borrower to immediately sign and date the completed certificate.

• Contact your senior client after to discuss any questions that may have arisen during the 

session.

Please Refer to the Counseling Information 

in our Reverse Mortgage User Guide.



File Flow



PlazaHomeMortgage.com

https://www.plazahomemortgage.com/


Plaza’s Reverse Mortgage Website



What is the Typical File Flow? (Steps 1-5)

1. Pre-Qual

2. Satisfy question, process, etc.

3. Counseling - The pre-qual provides a 

compliant counseling package with 

numbers and procedure

4. Application and disclosures on the reverse 

web-site

• Items needed for your Application disclosure 

package:

• Completed 1003 (Unsigned)

• Counseling Certificate - showing completion

• Title / Closing agent fees - Title fees are 

based upon Maximum Claim Amount

5. Request your FHA Case Number – after 

the application package is signed by your 

borrower



What is the Typical File Flow? (Steps 6-11)

6. Plaza Reverse will provide detailed 

Appraisal Ordering Instructions upon 

completion of the Case Number 

Assignment

7. Begin to gather your submission items to 

avoid delays at set-up

8. Upon Completion of the Appraisal- Submit 

• We must have a completed appraisal report

• We must have Title (#1 delay in setup)

9. Notification of Clear to Underwriting with 

posted Turn Times

10.Underwriter will send out the initial 

approval.

11.Conditions are uploaded in Reverse 

Processing



What is the Typical File Flow? (Steps 12-17)

12.Once Clear to Close - Doc Order / Fee sheets sent to your closing agent and verbally 

confirmed

• Broker fees are sent to the broker for confirmation and loan is locked.

13.Plaza Draws docs according to posted times and closing schedule

14.Refinance – Three-day rescission period is enforced. Purchase – No rescission period

15.Plaza funds and disburses

16.Broker is provided a “sample servicing booklet” to forward to clients

17.Plaza will typically have the loan boarded with our Sub Servicer within 2 business days

• Personalized Servicing Booklet will be mailed at that time



Resources



PlazaHomeMortgage.com

https://www.plazahomemortgage.com/


Plaza’s Reverse Mortgage Website

Click Here to 

Get Started!

News



Plaza’s Reverse Mortgage Website

Links - Useful Websites



Suggested Resources

*Plaza is not endorsing any third-party products or services.



Suggested Resources

*Plaza is not endorsing any third-party products or services.



Don’t Miss Our Other Reverse Trainings!

Plaza is pleased to offer additional on-demand Reverse training on topics including:

• Plaza's Reverse Mortgage PreQual Borrower Counseling Package

• Reverse Mortgage Basics

• Originating a Reverse Mortgage with Plaza: File Flow from Start to Finish

• Using Reverse to Purchase a Home

• Financial Planners Guide to Reverse Mortgages

• The Kitchen Table Approach: How to Present a Reverse Mortgage

• How Reverse Mortgage Loan Amounts are Determined and Impacted in a Rising Rate 

Environment

• What is the Reverse Mortgage LESA?

Upcoming Webinars: plazahomemortgage.com/calendar

Recorded Webinars: plazahomemortgage.com/training

https://www.plazahomemortgage.com/calendar/
https://plazahomemortgage.com/training/


Thank You for Attending!

Webinar recording, slide deck, and other resources will be emailed to you within the next 24 

hours. Check your junk/spam folder if you do not receive the email.

Please let us know your thoughts on the survey form when you exit the webinar. We value 

your feedback!

If you have any questions or comments, please feel free to contact your Plaza Account 

Executive or mark.reeve@plazahomemortgage.com.

mailto:mark.reeve@plazahomemortgage.com

	Housekeeping
	Slide 2: Social Media and Training at Plaza
	Slide 3: Reverse Mortgage Basics
	Slide 4: Legal Disclaimers
	Slide 5: Your GoToWebinar Toolbar
	Slide 6: Your GoToWebinar Toolbar
	Slide 7: Presenter
	Slide 8: Agenda

	Introduction to Reverse Mortgages
	Slide 9: Introduction to Reverse Mortgages
	Slide 10: What is a Reverse Mortgage?
	Slide 11: Definition Explained
	Slide 12: Loan Maturity
	Slide 13: Aging U.S. Population
	Slide 14: Guidelines that Protect the Borrower
	Slide 15: Initial Mortgage Insurance Premiums
	Slide 16: Income Qualification
	Slide 17: Table of Residual Incomes by Region
	Slide 18
	Slide 19: Credit Analysis
	Slide 20: Credit Analysis
	Slide 21: Chapter 7 & 13 / Mortgage Derogatories
	Slide 22: Property Charge and Payment History
	Slide 23: Set-Aside Requirements by Age – (LESA Table)
	Slide 24
	Slide 25: Limitations On Cash Out / MI Schedule
	Slide 26: Fixed Rate HECM
	Slide 27: Adjustable Rate HECM
	Slide 28: How Does the Credit Line Work?
	Slide 29
	Slide 30: Techniques to Improve Retirement Income Plan

	Compensation
	Slide 31: Compensation
	Slide 32: How Will This Help My Business?
	Slide 33: Broker Compensation
	Slide 34: Compensation
	Slide 35: Compensation Notes

	Origination
	Slide 36: Origination
	Slide 37: Origination Procedure
	Slide 38: Complying with FHA’s HECM Counseling Guidelines
	Slide 39: Complying with FHA’s HECM Counseling Guidelines

	File Flow
	Slide 40: File Flow
	Slide 41: PlazaHomeMortgage.com
	Slide 42: Plaza’s Reverse Mortgage Website
	Slide 43: What is the Typical File Flow? (Steps 1-5)
	Slide 44: What is the Typical File Flow? (Steps 6-11)
	Slide 45: What is the Typical File Flow? (Steps 12-17)

	Resources
	Slide 46: Resources
	Slide 47: PlazaHomeMortgage.com
	Slide 48: Plaza’s Reverse Mortgage Website
	Slide 49: Plaza’s Reverse Mortgage Website
	Slide 50: Suggested Resources
	Slide 51: Suggested Resources
	Slide 52: Don’t Miss Our Other Reverse Trainings!
	Slide 53: Thank You for Attending!


