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CHAPTER 1. GENERAL PROGRAM INFORMATION

1-1  Leqislative and Regulatory AuthorityThis section identifies the statutory and regulatory
authorities applicable to the Departmentos ro

A. Subsection 106(a)Housing and Urban Development Actof 1968h e Depart ment 6 s
primary authority to provide housing counseling services is found in subsection 106(a) of the
Housing and Urban Development Act of 1962 U.S.C. 1701x). Section 106 authorizes
HUD to provide, make grant® or contract with public or private organizations to provide a
broad range of housing counseling services to homeowners and tenants to assist them in
improving their housing conditions and in meeting the responsibilities of tenancy or
homeownership. Subsection 106 (astates that the Secretary is authoritmegrovide
counseling and advice to tenants and homeowners with respect to property maintenance,
financial management, and such other matters as may be appropriate to assist them in
improving their housing conditions and in meeting the responsibilities of tenancy or
homeownership.

B. Home Equity Conversion Mortgages (HECM) Housing Counsefiegtion 255(d)(2)(B) of
the National Housing Act (18SC 1715220(d)(2)(B)) provides that to bdigible for
insurance, a HECM must be executed by a mort
a third party (other than the | ender). o Sub
provide, or cause to be provided by entities other thatetiter, housing counseling for
HECM mortgagors.Mortgagorsmayalsowaive the housing counseling requirement for a
mortgage provided to refinance an existing HECM when the conditions specified in
subsection 255(k)(3) are satisfieBursuant to subsecti@b5(f), HECM housing counseling
must include certain topics, which are also described in the HECM Handbook 4235.1, this
handbook, and any subsequent mortgagee letters issued regarding HECM counseling.

C. 24 CFR 214 This part implements the Housing CodmggProgram authorized by section
106 of the Housing and Urban Development Act of 1968 (12 U.S.C. 1701x). The regulations
contained in this part prescribe the procedures and requirements by which the Housing
Counseling program is administered.

D. 24 CFR P# 206 This part implements the Home Equity Conversion Mortgage Insurance
program authorized by Section 255 of the National Housing Act. This section was amended
by the FHA Modernization Act, Title | of Division B of the Heing and Economic Recovery
Act of 2008. Section 2122 of this act amended Section 255 to require that adequate
counseling be provided to mortgagors by counselors who meet qualification standards and
are independent third parties not associated with or compensated by originatirngcorgser
entities.
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E. Other Requirementsin addition to the requirements of 24 CFR 214, the Housing
Counseling Program is subjectdtherapplicable federal requiremenisluding but not
limited to the nondiscrimination and equal opportunity requirements at 24 CFR 5.105

Program Descriptiorrhis program supports the delivery of a wide variety of housing counseling
services to homebuyers, homeowners,-ltmamoderge-income renters and the homeless. The
primary objective of the program is ¢éalucate families and individuals in order to help them

make smart decisions regarding improving their housing situation and meeting the
responsibilities of tenancy and homeovwaigp. Counselors aldwelp borrowers avoid inflated
appraisals, unreasonably high interest rates, unaffordable repayment terms and other conditions
that can result in a loss of equity, increased debt, default and possible foreclosumnselors

may al® provide reverse mortgage counseling to elderly homeowners who seek to convert
equity in their homes to pay for home improvements, medical costs, living expenses or other
expensesAdditionally, housing counselors may also distribute and be a resource fo

information concerning Fair Housing and Fair Lendiiitne Housing Counseling Program is
instrumental to achiThe mrndagreaghin@ldds&Gppomi s si on.
numerous departmental programs, including Federal Housing Administrakiéy) @ingle

family housing programs.

Compliance with Program Requiremengection 106 of the Housing and Urban Development

Act of 1968 authorizes HUD to provide, make grants to or contract with public or private
organizations to provide a broad rangéotising counseling services to homeowners and

tenants to assist them in improving their housing conditions and in meeting the responsibilities of
tenancy or homeownership. The regulations contained in 24 CFR Part 214 prescribe the
procedures and requirents by which the Housing Counseling Program is administdred.
accordance with 24 CFR Part 214l1la agenci es participating in H
Program must comply with the requirements outlined in the Housing Counseling Program
regulations 24 CR Part 214 Additionally, participants must comply with tthandbook, and

other applicable governing documents, including mortgagee leiteist applicablegrant
agreementand OMB regulations governing federal grant recipients.

Definitions

A. Action plan This plan outlines what the housing counseling agency and the client will do in
order to meet the clientds housing goals and
problem(s).

B. Affiliate. An affiliate is defined as a nonprofit @gization participating in the HUiBelated
Housing Counseling program of a regional or natiamarmediary or State Housing
Finance Agency. The affiliate organization is incorporated separately from the regional or
nationalintermediaryor state housmfinance agency. An affiliate is: (1) duly organized and
existing as a taexempt nonprofit organizatio(®) in good standing under the laws of the
state of the organization, and (3) authorized to do business in the states where it provides or
proposedo provide housing counseling services.



Branch or Branch Office HUD defines a branch office as an organizational and subordinate

unit of a local housing counseling agency, msiéte organization, regional or national

intermediary or State Housing Fance Agency, not separately incorporated or organized,

t hat participates in HUDOGs Housing Counsel in
in good standing under the laws of the state where it provides or proposes to provide housing
counseling servies.

Client Management System (CMSA client management system is an online system that
automates some of the counseling process, including intake, file creation, and the collection
and reporting of clieakevel information including, but not limited ténancial and

demographic data, counseling services provided, and outcomes. CMSs also provide
counselors with sophisticated calculators and other tools, for example to analyze credit,
evaluate readiness faomeownershignd compare loan products andtiees.

Clients Clients are individuals or households who seek assistance from an agency
participating in HUD®&ds Housing Counseling pr
housing problem.

Counseling Counseling is described as counséteclientassistance that addresses unique
financial circumstances and housing issues, and focuses on overcoming specific obstacles to
achieving a housing goal such as repairing credit, addressing a rental dispute, purchasing a
home, locating cash for a down paymeaising awareness about critical housing topics such

as predatoryending practices, faiending and fair housingequirementsfinding units

accessible to persons with disabilities, avoiding foreclosure, or resolving a financial crisis.
Except for reerse mortgage counseling, all counseling will involve the creation of an action
plan.

Education For the purposes of HUDG6s Housing Col
formal classes, with established curriculum and instructional goals, promidegroup or

classroom settingyr other formats approved by HUBgvering topics such as, but not

limited to: (1) renter rights; (2) the home buying process; (3) how to maintain a home; (4)
budgeting; (5) fair housing; (6) identifying and reportprgdatory lending practices; (7)

rights for persons with disabilities; (8) and the importance of good cigpécial Note: The
educational topic of AFair Housingo may i ncl
as they relate to ensuring equpportunity housing.Such educational sessiomsayinclude

topics such aglentifying and reporting discriminatory policies, procedyrexctices, fair

lending, Section 504 of the Rehabilitation Act, and predatory lending

Government Technical MonitdGGTM). The GTM is a HUD staff person that monitors the
grant activities of grantees as deemed necessary by the GTR. The GTM is responsible to the
GTR.

Government Technical Representative (GTRhe GTR is a HUD staff person that oversees
and moniors an agend@g housing counseling grant agreement.




Grant Agreement Thegrant agreement slegal instrument thadutlinesthe terms and
conditionsthat an agency must comply with when it receizé$UD HousingCounseling
Grant award The grantee and tiéUD Grant Officer orauthorizeddesignee signs the
agreement.

Grantee A HUD approved housing counseling agency or State Housing Finance Agency
that receives housing counseling funds from
ageng 6s branch or branch offices identified i.l

Grant Officer (GO) The GO is the HUD officialvho isdesignated authority to award and
administer grants.

Housing Counseling System (HCSJhe HCS is a webasedapplicationthat allows

agencies to verify certain information and reports, such as client level data, submitted from

their CMS. Agencies also usthe HCS to verify agency profile information such as changes

in address, telephone number, and contact informatiorD t8¢sheHCS to manage the

housing counseling program, including the scoring of grant applications and calculating of

grant amounts. The system is accessed through the Housing Counselingp age on HUD¢
website atvww.hud.gov

Housing Counseling Work Plan This i s a parthaiegpiaipsa (llheng agen
needs and problems of the target populationhé®) the agency will address one or more of

these needs and problems with its available resource$ie§pe of housing counseling

services offered; (4jee structure, if applicable; (5) the geographic service area to be served;

and (6) theanticipated results (outcomes) to be achieved within the period of approval.

When the plan ishanged or amendedhet agency must notify and provide a copy to HUD.

An agencyo06s housing counseling work plan mus
settings and formats for the provision of housing counseling senAdesnative formats

can include telephonic caseling or remote counseling systetesigned using Skype

technology, video cameras and the internet.

An Intermediar @8St at e Housi ng oFamoltasntcaet eA goerngcaymisz at i or
includes similar information for the network of affiliatagencie®r branchesHUD must
approve thanyamended plan prior to implementation.

Housing CounselorA housing counselor is a professional who provides advice and
guidance to individuals and households in order to assist them in improving themrghousi
situation, and meeting the responsibilities of tenancy and homeownership.

Housing Goal A housing goal is a realistic shootr longterm objective set by the client,
with advice from a housing counselor.

HUD-Approved Housing Counseling AgenciedUD-approved housing counseling

agencies are private and public nonprofit organizations that are exempt from taxation under
section 501(a) pursuant to section 501(c) of the Internal Revenue Code of 1996, 26 U.S.C.
501(a) and 501(c)), and approved by HUDaatordance with this Handbook and 24 CFR



http://www.hud.gov/
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214, to provide housing counseling services to clients directly, or through their affiliates or
branches, and which meet the requirements set forth in this part.

Interface Control Document (ICD)rhe ICD is a technical guide to assi¥IS vendorsthat
have been contractedbyousi ng counseling agencies to
database for the submission of client level and agency data.

Intermediary An intermediaryis a HUD-approved orgamation that provides housing

counseling services indirectly through its branches or affiliates, for whom it exercises control
over the quality and type of housing counseling services rendered. The Housing Counseling

Program recognizes two types of intexdraries, which include:

1. Nationalintermediary A nationalintermediaryprovides, in multiple regions of the
United Statesfa) housing counseling services, through its branches or affiliates or both;
and (b)administrative and supportive services to its network of affiliates or branches,
including but not limited to oversight, paggough funding, training and technical
assistance.

2. Regionalintermediary A regionalintermediaryprovides, in a generally regnized
region within the United States such as the SouthwestAtahta, New England: (a)
housing counseling services, through its branches or affiliates or both; and (b)
administrative and supportive services to its network of affiliates or branobkgjing
but not limited to oversight, pasisrough funding, training and technical assistance.

Local Housing Counseling Agency (LHCAA local housing counseling agency directly
provides housing counseling services. A local housing counseling agepdyameaa main
office, and one or more branch offices, in no more than two contiguous states.

Marketing and OutreachMarketing and outreach is the provision of information to raise
awareness about critical housing topics, such as predatory lefalimgndingandfair

housing issuesncludingwhattad o i f you think youdve been
to file a compliantand the availability of housing counseling and other forms of assistance
Marketing and outreadncludesdistributing magrials presenting at community events
conducting informational campaigns such as public service announcements (PSAS),
advertisements, or other forms of media campaigmg advocating with lenders and other
industry partners.

Multi -State Organization (BIO) A multi-state organization directly provides housing
counseling services through a main office and branches in two or more states.

Notice of Funding Availability (NOFA) T h e N OFuénding ®ppattunidyd s
announcement th& published inthe Federal Registéo announcéhe availability of
competitive housing counseliggantfunds It sets forth the instructions regarding the
preparation and submission of a housing counseling grant application

di



X. Participating Agency Participating agencies are all housing counselingraetmediary
organi zations participating in HUDO&s Housing
approved agencies; and affiliates and branches of-dpjdoved intermediaries, HUD
approved MSOs, and Stdt®using Finance Agencies.

Y. PersoninaPositionof TrustT hi s person is a participating e
both paid and volunteer staf@pnsultantpfficer, director, elected or appointed officiahy
member of their immediate families; anyone who is in a position tofluencea
par ti ci p a ddacisiapmakiggerocess oo has accesstohe agencyos
confidential clieninformation.

Z. Predatory Lending The term predatory lending describes unscrupulous actions by lenders,
appraigrs, mortgage brokers, home improvenmmnttractorsaand other industrparticipants
thattake advantage of mortgagors and can result in a loss of equity, increaseitideiit,
and possible foreclosurdexamples include, but are not limited teelling properties for
more than they are worth using false appraisals; encouraging borrowers to lie about their
income, expenses, or cash availabledimvn paymenin order to obtaira loan; knowingly
lending more money than a borrower can afford to regagrging higher interest rates to
borrowers based on their race or national origin and not on their credit history; or charging
fees for unnecessary or nonexistent products and services.

AA. Reverse MortgageA reverse mortgage is a mortgage that paysraewner loan proceeds
drawn from accumulated home equity and that requires no repayment until a future time.

BB. State Housing Finance Agency (SHEAY SHFA is defined as the public body, agency or
instrumentality, created by a specific act of a state legigaémpowered to finance
activities designed to provide housing and related services, for example land acquisition,
construction or rehabilitation, throughout an entire st&tdFAs may provide direct
counseling services or sgibant housing counselingrids, or both, to affiliated housing
counseling agencies within the SHFA's stdteSt at e 06 i ncl udes the seve
Rico, the District of Columbia, Guam, the Commonwealth of the Northern Mariana Islands,
American Samoa and the U.S. Virgin Island

CC. Subgrantee An affiliate of a HUDapprovedntermediaryor SHFA that receives a sub
awardof housing counseling funds provided under a HUD housing counseling grant

1-5 HUD Program Responsibilities

A. The Assistant Secretary for Housingederal Housing Commissionisrthe HUD official
responsible for administering the Housing Counseling Progiidre. Assistant Secretary has
designated the Deputy Assistant Secretary for Single Family Housing to carry out the
program.

B. The Office of the Depty Assistant Secretary for Single Family Housauyninisters the
program through the Program Support Division.




C. Program Support Divisiostaff at HUD HeadquarterslUD Homeownership Centeand
field officesadminister the Housing Counseling prograimese offices evaluate approval
and grant applications, and monitor particip
Housing Counseling Progranthe staff develops and implements program policy and
procedures. The staff also provides technical assiste and trai ning regard
Housing Counseling Program. Contact information for HUD Headquarters aHtUibe
Homeownership Centeiis listed inAppendix1.

D. Communication with Participating AgencieslUD communicates Housing Counseling and
other sigle family program information principally through email dnternet postings.

1. HCS Listserv The participating agendyslUD point of contacthat isregistered in HCS
will automatically be serilousing Counseling Program updates from HUIDe
a g e nidUD@aint of contact must have a valid email address to receive these updates
and is responsible for ensuring the address provided to HUD is #damnples of
announcements include system updates, extensions to file reports, iNOkzationand
trainingnotices.

2. FHA Homeownershigpistserv. HUD may sponsor oth@utomated email listsfor
example th&eHA Homeownershipistserv, through whiclsubscriberseceive emails
regarding FHA single family programs, such as newly issued mortgagee letters and
everis and training announcement3UD strongly recommends all participating
agencies sign up for email notifications through this and other avadaia# lists at
www.hud.gov/counselors/

3. Housing Counseling Homepag@&his webpage provides relevant infation for
housing counselors including Housing Counseling and HECM program information,
access to HCS, how to subscribe toFkA Homeownership Listsenand training
opportunities.Appendix3 lists the web address for this homepage.
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CHAPTER 2. OBTAINING HUD APPROVAL

HUD Approval A local housing counseling agency, mgtate organization or housing
counselingntermediarymay be approved by HUD to participate in the Housing Counseling
program upon meeting the requirements enumerated in 24 CFR 214 and this Handbook chapter,
and upon completingnd submitting all of the required documentationdiplicationoutlined in
HUD-Form 9900

The approval of a counseling agency does not create or imply a warranty or endorsement by
HUD of the listed agency, or their employees, including counselors, to a prospective client or to
any other organization or individualNor does it regesent a warranty of any counseling

provided by the agency. Approval means only that the agency has met the qualifications and
conditions prescribed by HUD.

A. Eligible Applicants HUD will accept applications from eligiblerivate or public
organizationgincluding grassroots, faithased and other communitased organizations)
such as nonprofit, statical or tribal government entities or public housing authorities that
meet the criteria outlined below in Paragragh 2

B. Religious and FaitfBased Orgamiations HUD is committed to full implementation of
Executive Order 1327%, 6 E Protedtion of the Laws for FaitBased and Community
Or g ani z.aThd Exatudive @@er established fundamental principles and
policymaking criteria to guide Federal agencies in formulating and developing policies that
have implications for faitihased and community organizations to ensure the equal
protection for theserganizations in social service programs receiving federal financial
assistanceT he Depar t me nt 85sl09rsetslagenerdl polcion & R

participation of religious organizations in HUD prograimsR e | i gi ous or gani zat

eligible,onthes ame basi s as any other organizatio
activities. Neither the Federal government, nor a State or local government, nor any other
entity that administers any HUD program or activity shall discriminate against an

organiat i on on the basis of the organization

C. State Housing Finance Agenci@HFAs) SHFAsare not required to submit an

n,

6s

application forappraw | t o partici pate in HUDOGs housing

they have: statory authority to provide housing counseling throughout their entire
state; and adhere to all program requirements outlined in 24 CFR Part 214, this
handbook and other governing documents.

However, to participate i n,SHRADrousteither:usi n g

1. Submit a successful grant application or otherwise be awarded a HUD housing
counseling grant; or

2. Submit a request and provide HUD with a list of affiliates, if applicable, and assure
that they meet all program requirements. SHFAs not planning to submit a housing
counseling grant application or that failed to receive funding from HUD but are still
intr ested in participating in HUDGO6s HousiI

Col

ng
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information required for SHFAs in form HUB900Housing Counseling Program
Application to theHUD Homeownership Centéinat has jurisdiction over their
state (seéppendix1).

D. Branches and AffiliatesHUD Program affiliates of HUEapproved intermediaries or
SHFASs are not required to be directly approved by HUD. Moreover, not every branch of a
multi-state organization ontermediarymust participate in the HUD portion of therpat
entityo6sHopmweowgerram.t o participate in HUDOGsSs Hou:
funded or not, branches and affiliates must meet all approval and programmatic requirements
described in 24 CFR Part 214, thendboolkand other governing docunisn It is the
responsibility of the parent entity to evaluate initial and ongoing eligibility and ensure
compliance.

E. Funding Discretionary grant funds appropriated by Congress to HUD to supgort
delivery of housing counseling services and trainiHglD awards thesefunds on a
competitive basio eligible organizations that participate in the Housing Counseling
Program An organization approved by HUD participate in the Housing Counseling
Programdoesnot automatically receive funding from HUDGrants for the direct
provision of counseling services arentingent upon congressional appropriations and
a competitive grant procesépproved agencies that want to compete for funding must
submitted a proposal in response to the Notice of Fundingafiéy which outlines
the application criteria aralong with applicabléederal and HUD policies and
regulations Agencies may receivaousing counselinfunds through a direct grant
award ortheymay receive funding asgarticipatingsubrecipient. The Housing
Counseling Program also awards competitive grants to organizations to provide training
for counselors employed by HUDApproved Housing Counseling agencies.

HUD funding is not intended to cover all costs incurred by the agency in delivering
counseling services or ensuring that counselors are adequately trained. See Chapter 7
for more information on HUD housing counseling graetpuirements

Approval Criteria The following criteria forapproval apply to all agencies, including: all
local housing counseling agencies, MSOs, and intermediaries; and all HUD program
branches and affiliates that are included in an application:

A. Nonprofit and TaxExempt StatusA housing counseling agency nhifisnction asa private
or public nonprofit organization, or be a unit of lo@untyor state government. The
agency must submit evidence of nonprofit status aneéxaxpt status under section 501(a)
pursuant to section 501(c) of the Internal ReveDade of 1996 (26 U.S.C. 501 (a) and (c)).

Units of local, county or state government must submit proof of their authorization to provide
housing counseling services.

B. Experience An agency must have administered a housing counseling progranicfastat
one yeain accordance with HUD requirementan intermediarymust have operated in an
intermediarycapacity for at least one year.



C. Compliance with Fair Housing and Civil Rights Lay®) Counseling agencies must comply
with all applicable fair housing and civil rights requirement4 CFR 5.105 (a). If you (a)
Have been charged with an ongoing systemic violation of the Fair HousingA@t) Are a
defendant in a Fair Housing Alawsuit filed by the Department of Justice alleging an
ongoing pattern or practice of discriminatioor, () Have received a letter of findings
identifying ongoing systemic noncompliance under Title VI of the Gights Act of 1964,
section 504 of th®ehabilitation Act 1973, or section 109 of the Housing and Community
Development Act 1974, and the charge, lawsuit, or letter of findings referenced in
subparagraphs (a), (b)) or (c) above has not
ineligible. HUD will determine if actions to resolve the matter include, but are not limited to:
() A voluntary compliance agreement signed by all parties in response to a letter of findings;
(i) A HUD-approved conciliation agreement signed by all par{igsa consent order or
consent decree; or (iv) An issuance of a judicial ruling or a HUD Administrative Law
Judgeds deci sion.

Affirmatively Furthering Fair Housing. Under section 808 (e) (5) of the Fair Housing Act,
HUD has a statutory duty to affirmativefiyrther fair housing in all its activities. HUD

requires the same of its funding recipients. You must affirmatively further fair housing for
classes protected under the Fair Housing Act. Protected classes include race, color, national
origin, religion,sex,disability and familial status. Housing counseling agencies are expected
to help remedy discrimination in housing and promote fair housing rights and fair housing
choice.

D. Ineligible Participants An agency, including any of the agency's directpasiners, officers,
principals, or employees must not be:

1. Suspended, debarred, or otherwise restricted under the Department's, or any other
federal regulations;

2. Indicted for, or convicted of, a criminal offense that reflects upon the responsibility,
integrity or ability of the agency to participate in housing counseling activities. These
offenses include criminal offenses that can be prosecuted at a local, state, or federal
level,

3. Subject to unresolved findinggcausef HUD or other government audit or
investigations.

E. Community Base A housing counseling agency and its HUD Program branches and
affiliates must have functioned for at least one year in the geographic area(s) the agency will
serve as a participating aggy asset forth in its housing counseling work plan.

F. Recordkeeping and Reportinbhe agency must have an established system of recordkeeping
so that client files, electronic and paper, can be kept confideeti@wedand annual
activity data for tle agency can be verified, reported, and analyzed.
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Client files, both electronic and paper must be kept confidential in accordance with 8§

214.315. This system must meet the requirements of 24 CFR 1.6, 24 CFR 84.€FR
8.55Compliance Informatioand 28 CFR 121 andnhustbe easily accessible to HUD for all

monitoring and audit purpos€®4 CFR 214.315)Participating agencies must ensure the
confidentiality of each clientbés personal an
including creditreports, whether the information is received from the client or from another

source. Failure to maintain the confidentiality of, or improper use of, credit reports may

subject the agency to penalties under the Fair Credit Reporting Act (14 U.S.&t$68§)L

Hard copies of client files must be kept in locked filing cabinets and electronic client files

must be kept secure, and be accessible only by authorized employees.

G. Client Management System (CMSAIl participating agencies shall utilize an autated
housing counseling client management system for the collection and reporting elecietnt
information including, but not limited to, financial and demographic data, counseling
servicegrovidedand outcomes. Agencies must utilize a Client Managé®gstem that
satisfies HUDO6s requirements and interfaces

H. Housing Counseling ResourceBhe agency must have the following resources sufficient to
implement the proposed housing counseling work plan:

1. Funding Evidence of funds immediategwailableor written commitment for funds, to
cover the cost of operating the housing counseling work plan during the initial twelve
month period of HUD approval or program participation.

2. Staff. The agency must employ stéfdined in housing counseling, and at least half the
counselors must have at least six months experience in the job they will perform in the
agencyo6s housi ng Evidengerosstaff tiainirgg mpst be documented in
a gency 0 sDocumenttion df staff training will be assessed when agencies
receive performance reviews and when agencies complete applications for grant funding.

3. Language skills The agency must have housing counselor(s) who are fluent in the
language of the clients thegrve, or the housing counseling agency must use the services
of an interpreter, or the agency must make a reasonable effort to refer the client to
another agency that.Farn fmeretth e&rh eg wild aeemd €,s s
Guidance to Federal Finaial Assistance Recipients Regarding Title VI Prohibition

Against National Origin Discrimination Aff
published in the Federal Register on January 22, 208 updated version. This
guidance provideB s ehértos 0 f or | anguage services as Wwe

between terms such as bilinguaterpretationgnd translations.

4. Alternative Formats The agency must be prepared to provide vital documents and
information in alternative formats for personghwaisabilitiesor make alternate
accommodations for persons with disabilities, in accordance with section 504 of the
Rehabilitation Act of 1973 (20.S.C.794), 24 CFR parts 8 and 9, and the American with
Disabilities Act (420U.S.C.12101 et seq.)

I. Knowledge of HUD Programs and Local Housing MarKkEete agency's housing counseling
staff must possess a working knowledge of HUD's housing and single family mortgage
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insurance programs such as FHA, other state and local housing programs available in the
community,theDe p a r t @omsolidd@tesPlansincluding an analysis of impediments to

fair housing choiceand the local housing markethe staff should also be familiar with
housing programs offered by conventional mortgage lenders and other housitageat
programs that may assist their clienfgpendix2 lists applicable HUD handbooks that may
be downloaded frorthe HUD websiteat www.hud.gov As a condition of approval or
participation, HUD may require traininfpr example training regarding FHA products and
programs.

J. Contracts or Agreements to Provide Eligible Housing Counseling SenAceagency and its
branchessub-grantees or affiliates must deliver all of the housing counseling activities set
forth inthe agency's housing counseling work pléris not permissible to contract out
housing counseling services, except:

In geographic areas where a need for housing counseling services is demonstrated and no
HUD-approved housing counseling agency shitanches, affiliates, or sigjpantees exists.

If a housing counseling agency identifesunderserved geographic area gnoposs to

provide counseling in thidentified aeathrough aservice ontract, the agency must present

a justification to HUD.HUD will review and approver disapprovathe requestUnder this
exceptionif the request to use contract services is approved for the identifiedreeea

contract must delineate the respective Housing Counda@iagyam responsibilities of the
contracting parties, the agency providing services (contractor) must meet thepidval
eligibility standards, and the contracting agency must receive prior written approval from
HUD.

Intermediaries and SHFAs may enter into agreements with affiliafgstae housing
counseling services.

a. The agreements with affiliates may be in the form of an exchange of letters, or a
contract, that delineates the respective Housing Counseling program responsibilities
of the parties.

b. Agreements must be sufficientiietailed to establish accountability and allow for
adequate monitoring in accordance with 24 CFR part 84 (Uniform Administrative
Requirements for Grants and Agreements with Institutions of Higher Education,
Hospitals, and Other NeRrofit Organizations)rad 24 CFR part 85 (Administrative
Requirements for Grants and Cooperative Agreements to State, Local and Federally
Recognized Indian Tribal Governments) as applicable and the OMB Circulars
described therein.

With prior approval f r ornteiedaryrgamzdtions mayHUDO s
operate a Housing Counseling program with a network of affiliated counselors, rather than
affiliated counseling agencies, if the structure is designed to meet a specaigh

counseling need identified by HUD.

12
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K. Community ResourcesThe housing counseling agency mdstnonstrate that it has
established working relationships with private and public community resources to which it
can refer clients who need help the ageraynot offer A description of these/orking
relationshipsand partnershipsiu st be documented | nproglam agenc)
approval andn theagency application for Housing Counselimgantfunds.

L. State and Local Requirementis accordnce with 24 CFR Part 214.103 (k) agency and
its branches and affiliates must meet all state and local requirements for its operation.

M. Facilities In accordance with 24 CFR 214.103 (I},l@using counseling facilities of the
agency and its branchefiliates, and sulgrantees must meet the following criteria:

a. Have a clearly and properly identified office, with space available for the provision of
housing counseling services. There must be permanent sigeagéing the housing
counselingoffice

b. The office should operate during normal business hours and offer extended hours when
necessaryHowever, a exception to this requirementaowed for certairbranch
offices thatonly have theesourceso operaten a partime basidut thesetheir services
arecritical to the community in which they are located

c. Provide privacy for irperson counseling and confidentiality of client records;

d. Provide accessibility features or make alternate accommodations for persons with
disabilities,in accordance with section 504 of the Rehabilitation Act of 1973 (29 U.S.C.
794), 24 CFR parts 8 and 9, and the Americans with Disabilities Act (42 U.S.C. 42101

seq).

N. Housing Counseling Work Plamhe agency must submit a detailed yet concise housing
counseling plan consistent with the requirements outlined in 24 CFR 214 and Chapter 3,
Paragraph-2. The agency must also describe anticipated results (outcomes) to be achieved
within the period of initial approvallntermediaries and SHFAs must requiattaffiliates
and brancheparticipating in their HUDhousing counseling program maintain a work plan.

O. Conflicts of Interest and Disclosure Requiremernithe agency must disclose any real or
apparent conflicts of interest and describe how these conflicts will be mitigated including any
disclosures that will be provided to clients. See Chapter 6, Paragrapdasds62 for more
information on conflict ofnterest and disclosure requirements.

Application ProcessFor initial approval, all applicants must complete form HQEDO

(available ahttp:/Avww.hudgov) and submit the application and all supporting documentation

to the appropriate HUD office that has jurisdiction over the agency. These offices can also be
contacted for technical assistandée HUD offices are listed iAppendix1. Agencies with
brantes or affiliates for which the parent entity exercises control over the quality and type of
housing counseling services rendered, must submit a single application for approval to include
all HUD-program offices.
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The HUD officeshould send a writteacknowledgement to the agency witkeémdays from the

date of receipt. This is to assure the agency that HUD received the application package and the
appropriate HUD staff is reviewing it. The HUD office should review the application package
within 60 days of receipt.

A. Notice of Approval If the application package meets all requirements outlined in §214.103,
HUD will approve an agency for a period up to three years. HUD will advise the agency of
its approval in the form of an approval lettertoghg e nc y 6 s BeeiParag@apgh®i c e .
for more information.

B. Deficiency. If the application does not meet all the requirements for approval and additional
information is needed to evaluate the application, HUD will issue a deficiency letter. The
letter will identify deficiencies and provide the applicant an opportunity to submit additional
information in support of the application within a specifpediod

C. Disapproval If, after responding to a deficiency letter, an application package does not meet
all requirements in 8214.103 and Paragrajzh BUD will deny approval and provide the
agency with the reasons in writing. Within 30 calendar days of the written notieaiaf,
the agency may submit a revised application,
as provided in 8214.205. If any agency decides to submit a revised application, the agency
may consult HUD to determine the specific actions needed to rebeldeficienciesSee
Chapter 8 for additional information on the Appeal Process.

D. HUD NonResponse If the agency does not receive an acknowledgment of its application
from the HUD office within 30 days of submission, the agency should communicatin&vith
HUD office to determine whether it received the application. If the agency does not receive
from the HUD office the approvalieficiencyor disapproval letter within 90 days of
submission of the application, the agency may contact the Program SDpsidn staff at
the HUD office that has jurisdiction over the agency to request prompt resolution of the
application.

2-4 Onsite Conference

Before the HUD office issues the approval letter to an applicant, HUD may requireséa on
conferenceat t he agencyods maand/oraffilidtd offiees. br anch of f i c

The HUD office may waive the esite visit if it lacks travel funds or available staff. In such an
event,either HUD may requira faceto-face conference at the HUD office, or #igency may
request a telephone conference at HUDsiies expen
visit, the agency may be asked to submit photographs and floor plans of the facility to

demonstrate that the facility meets programmatic requirementsasutaving the appropriate

space available to provide housing counseling services and adequate signage to identify the

agency to the public.

During the orsite conference, faceo-face conference at the HUD office, or telephone
conference, HUD staff may:
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A.Answer the agencyds questions, i fgeremly, about

guestions aboutUD funding opportunities antthe NOFA process thahaounces the
availability ofhousing counseling grafiinds. Please, note that becauseHbssing
Counselinggrans are administered througltampetitiveaward processtaff may only
provide information that is general public knowledge.

B.ldentify training needs of the agencyobs staf

C. Evaluate the facility for compliance with the requiremdisted under Paragraph2
Section L.;

D. Make inquiries, requegtformationor provide technical assistance regarding any issue
relevant to the approval process or compliance with programmatic requirements.

Approval of Application The HUD office willsend the approval lettertoh e agencyds mali

office.

A.Upon receipt of the approval l etter, the age

lines on the letter, and return it to the HUD office within 10 business days.

B. Certificate of Approval Uponreceipt of the signed approval letter from the ageA&ID
wi || i ssue a fACertifi cat e Theefcertifigatp wilbshoawvltheé t o t
period of approval.

C. Appearance on list of HUfapproved housing counseling agenci€sr purposes oflient
referrals, participating agencies that provide housing counseling services directly must
provide HUD with the agency name and contact information. This information may appear

on HUDOGs public website in a s edamhetlbusiigl e dat a

Counseling Program. In addition, names and addresses of all participating agencies that
provide housing counseling services directly may be made available to the public through
H U D éoB free housing counseling hotline.

All clients whocontact the agency as a result of these referrals must be served. In cases
where the agency does not offer the unique services requested by the client, is unable to
communicate effectivelwith theclient, does not have sufficient resourceserve the

client, or hasanyanother appropriate reason for not being able to service the ttent
agency must refer the client to another participating aggratycan meet the needs of the
client, preferably one in the area. If there is not a participatingcygerailable, the agency
must make a reasonable effort to refer the client to anothanization or resourdbat can
help them meet their needs. Resources permidggncies may not refuse to provide
counseling ta potential client because tlegent ladks the ability to pay for services.

Re-approval. At the end of the approval period, and upon completion of a successful
performance review, HUD will rapprove an agency. No application is required for re
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approval. The performance review of BlBlapproved housing counseling agency is described
in Chapter 6.
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CHAPTER 3. DELIVERY OF HOUSING COUNSELING SERVICES

Basic RequirementsThis section outlines the basic requirements as providedri24 CFR 214

and other applicable regulations and statutesiding applicable civil rights and fair housing
requirements A participating agen® failureto remainin compliance with theebasic

requirements could result in consequences which nayde, but are not limited to, termination

of agencyds HUD approval or participating sta
payment drawdown access; forfeiture of remaining grant funds; and denial of access to HUD
housing counseling trainingsources.The basic requirements are as follows:

A. Counseling Participating agencies must offer and be able to provide counseling, as opposed
to just education, to current and potential homeowners or tenants to assist them in improving
their housing coditions and in meeting the responsibilities of homeownership or tenancy.
Participating agencies must provide counseling on one or more of the topics outlined in
Paragraph -®.

B. Education All participating agencies that offer group, educational sesgioiss also offer
individual counseling on the same topics covereddroup, educational sessions.

C. Setting/Format Counseling services may take place in the offickhe housing counseling
agency, at an alternate locatiprf or e x amp | e, oathraughiarattdrnatsyee h o me )
format, as long athe alternative format or locationnsutually acceptable to the housing
counselor and clientAlternative formats can include telephonic counseling or remote
counseling systems designed using Skype techpoladeo cameras and the intern8kype
technology systems can also be used to deliver group education workshops and sessions.
However, all participating agencies that provide services directly must offer and provide in
person counseling to clients thmaefer this format.

D. Work Plan A participating agency must be in compliance with its HUD approved work plan
as described in Paragrapt2 ®elow. A participating agency shall deliver housing
counseling services consi slhgwotkplami t h t he agen

E. Geographic ScopeRegardless of the setting or format, counseling activities must be limited

to the geographic area specified in the agen
example, agencies may only offer telephone courgséictlients in their approved
geographic area. Wi t hdisttelidh@eograplicpscopevcanlbe or  a't

expanded or reduced.

F. Civil Rights. All participating agencies must administer their housing counseling programs
in accordance witandremain in compliance withorresponding Departmental regulations
and guidance antthe following nondiscriminationegulatory and legislativeequirements

a. Title VI of the Civil Rights Act of 1964,

b. Title VIII of the Civil Rights Act of 1968,
c. Executive Oder 11063,
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Section 504 of the Rehabilitation Act of 1973,
The Age Discrimination Act of 1975
Americans with Disabilities

Title IX of the Education Amendments of 1972

@—~oo

These requirement are designed to prevent discrimination in the delfusepefits and services
because of race, color, religion (creed), sex, national origin, age familial status or disability.

G.

Fair Housing In accordance with Section 808 (e) (5) of the Fair Housing Act, participating
agencies must affirmatively further fdiousing for classes proted under the Fair Housing
Act (Protected classes include race, color, nationgirgrreligion, sex, disabilityand

familial status) Participating housing counseling agencies are expecteslg remedy
discrimination in hosing and promote fair housing rights and fair housing choice.

. Accessibilityand FacilitiesIn accordance with 24 CFR 214.103 all participating agencies

its branches, affiliates, and sgbantees must (1) Have a clearly identified office, with space
avaiable for the provision of housing counseling services. The office should operate during
normal business hours and offer extended hours when necess&ng\i@e privacy for in
person counseling and confidentiality of client recordsP(8yide accessility features or

make alternative accommodations for persons with disabilities, in accordance with section
504 of the Rehabilitation Act of 19739 U.S.C. 794), 24 ER parts 8 and 9, and the
Americans with Disabilities Act (42 U.S.C. 12101 et seq).

Religious Discrimination and InfluenceAgencies and their affiliates and branches are

prohibited from:(1) discriminating on behalf of or against any segment of the population in

the provision of services or outreach, including those of other religialiatefhs; and, (2)

requiring religious instructions or religious counseling, conducting mandatory religious

services or worship, engaging in religious proselytizing, and exerting religious influence in

the provision of assiatfBnceauvuederot hebragehoy
counseling program.

Limited English Proficiency (LEP)'he Agency must make reasonable efforts to provide

|l anguage assistance to persons who are LEP.
Financial Assistance Recipients Regarding Title VI Prohibition Against National Origin
Discrimination AffectingLimt ed Engl i sh Proficient Personso
Register on January 22, 2007 or an updated version, to determine the extent of the assistance
the Agency should offer based on its own circumstances.

Referrals. For purposes of client referrals,rpeipating agencies that provide housing

counseling services directly must provide HUD with the agency name and contact
information. Thi s i nf ormati on may appear on HUDOG6s p
of agencies patrticipating in the Housing @seling Program. In addition, names and

addresses of all participating agencies that provide housing counseling services directly may

be made avail abl e t dollfreeh®usipgcbuhseliog hbtine.o ugh HUDG
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All clients who contact the ageneg a result of these referrals must be served. In cases
where the agenayoes not offer the unique services requested by the,dBamable to
communicate effectivelwith theclientor does not have sufficient resources, the agency

must refer the cliet to another participating agency, preferably in the area. If there is not a
participating agency available, the agency must make a reasonable effort to refer the client to
another agency that can help them meet their needs.

Housing Counseling Work &h The housing counseling work plan is a detailed yet concise
housing counseling plan that explains the needs and problems of the target population, how the
agency will address one or more of these needs and problems with its available resources, the
type of housing counseling services offered, fee structure if applicable, and specifies the
geographic service area.

A. Required Components of the housing counseling work pldr@ work plan must include the
following components:

1. Target Community The housg counseling work plan must describe the demographics,
housing needs and problems, and geographic boundaries of the target area(s) the agency
plans to offer its housing counseling services.

2. Services The work plan should identify housing counseling services to be provided in
response to one or more of the needs in targeted communities and geographic areas where
the agency and its branches and affiliates provide their housing counseling services. An
aencyds housing counseling work plan must
services described in § 214.300 and Paragrabb&sed on the approved topics outlined
in Paragraph-8. Group education and marketing and outreach strategies shoultkalso
identified in the agencyds housing counsel

3. Alternative Settings/FormatAn agencyo0s housing counseling
address, if appropriate, alternative settings or formats for the provision of housing
counseling services, f@ases in which the agency and the client mutually agree on the
need for an alternative setting or alterna
facilities are not accessiblélternative formats can include telephonic counseling or
remote counselg systems designed using Skype technology, video cameras and the
internet. Skype technology systems can also be used to deliver group education
workshops and sessions.

4. Follow-up. The housing counseling work plan mus
up communication with the clienthis plan must meet the requirements outlined in 24
CFR Part 214.300 and Paragraph (F) of this handboaok

5. Fee Structure The housing counseling work plan n
structure, if applicablepofr housing counseling and education services and how that fee
structure is communicated. It must also explain how fees charged meet HUD
requirements as outlined in Chapter 7 and 24 €aR214, including how the agency
assesses affordability and abilitypay.
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6. Limited English Proficiency The housing counseling work plan must describe how the
agency serves nelanglish speaking aslients withlimited English proficiency
Executive Order 13166, Improving Access to Services for Persons with Limitedhengl
Proficiency (LEP), seeks to improve access to Federally assisted services, programs and
benefits for individuals with limited English proficiency. Agencies participating in the
Housing Counseling Program must seek to provide access to program lzereefits
information to LEP individuals through language assistance services, in accordance with
Final Guidance to Federal Financial Assistance Recipients Regarding Title VI Prohibition
Against National Origin Discrimination Affecting Limited English Profidiétersons
published on the Federal Register on January 22, 2007 (72 FR 2732). For assistance and
information regarding LEP obligations, govavw.lep.gov

B. Plan Modification Whena counseling work plan is changed or amentieel agency must
notify and povide a copyof the updated plan tdUD prior to implementation. See Chapters
5 and 6, for more information on notifying HUD of work plan changes.

With HUDG6s approval, any aspeexampefieographic wor k
scope can be egpded or reduced. HUD may accept or reject work plan modifications

proposed by the participating agency, and may require the agency to adjust the work plan as

a condition of approval or participation.

HUD will evaluate a request to charggographic sape on aaseby-casebasis Approval
of the request will bbased on the capacity of the agency, the demarsgfoicesand other
factors. HUD may place limitations or restrictions, for example allowing a participating
agency to provide a particulampiy of counseling nationally but only to referrals from a
particular source, or only through counselors participating in an affiliated network of
counselors.Additionally, HUD may require specialized training or certifications prior to
approving certain hesing counseling services such as HECM counseling.

Client Intake A housing counselor or administrative staff person who is trained in requirements
of the Privacy Act may obtain basic information to determine if the agency can assist a potential
client, schedule an appointment with a housiognseloior refer the potetial client to other
resources. This client intake process is not housing counseling and should not be reported to
HUD under housing counseling activities.

InformationDisseminatiorand Correspondenck accordancavith 24 CFR 8.6 (Effective
Communication and 214.103 () (3) participating agencies shodidateon correspondence
materialsdisseminated tolients and prospective cliertew toaccess information through
alternative means if they have an impairment, disabditianguage barer, etc. For example,
written communications may include instructions on how to contact the agency via TTY, Relay
services oaccess translation or interpreter services. Additionally, written communication
should ask clients and prospective clients Waethey need assistance for mobility impairments,
visual or hearing impairments or other disabilities.
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Counseling Serviced n order for a client to be classifi
Counseling program, the client must receive all oftthsic services outlined §214.300 (6)(b)
andltems Ai E below. A housing counselor must perform and document these activities.

A. Housing counselingThe client must have received counselimgat least one of the topics
described in Paragraph6delow that enables timeto make informed and reasonable
decisions to achieve his or her housing goal.

B. Discussion of Alternative€Counseling must include a reasonable discussion of alternatives
and options available to the clierito accomplish this, counselors may discuss specific
products, featuregropertiesor programs.

For example, this type of discussion may occur if a recipient ghpyehase counseling asks
guestions about a specific loan product or feature, or if thesabor feels that having

information about a specific product, feature, property or program is in the best interest of the
client. However, if a counselor discusses specific products, feapnasertiesor programs,

they must provide at least threeseaable and comparable alternativéserefore, in the

example provided the counselor should have given the client the opportunity to consider
products from at leastreedifferent lenders.

Additionally, when discussing specific loan products or feauae least one of the
alternatives discussed by the counselor must be Federal Housing Administration (FHA)
products or features, the Federal government

Counselors must not advise clients, or promote §pgubducts, features or programs.
Their role is to simply make counseling recipients aware of their optionsrapowerthem
with the information they need to help them make smart chofseg.discussion of
alternative options should be documentedient files.

C. Action Plan Except for reverse mortgage counseling, housing counselors and clients must
establish an action plan as defined in Chapter 1, Paragrépiifhe action plan outlines
what the housing counseling agency and the client willdorind er t o meet t he ¢
housing goals and, when appropriate, address

D. Financial Analysis Every housingounselingsessiane qui r es an anal ysi s o
unique financial situation. This includes but is notitéd to:

1. Areviewof theclient's income, expenses, spending habits, haaheesand use of
credit.

2. A comparative analysisoftleel i ent 0 s stp deterdhinenifghe bliedb hatits
are more suitable faentingthanowning

3. The establishment of a househblaget tlat theclient can afford.
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E. Referrals If a participating agency is unable to provide a service and the agency is aware of
alocal, state, and federal resouthat wouldhelp meetthe | i e n t, hesageney atdic
make referrals to sualesources Referrals made by counselors should be documented in the
client file. Examples of referrals may include social service programs, energy assistance
programs, fair housing agencies, legal services, etc.

F. Follow-up. Participating agencies must make a reasonable effort to have-ighlow
communication with the client, to assure that the client is progressing toward his or her
housing goal, to modify or terminate housing counseling, and to learn and report outcomes.
Client follow-up should be conducted by a qualified housing counselor. The counselor
should make reasonable efforts to conduct a verbal (in person or via phonejupllow
session within the first 60 days of no client contact. If unsuccessfulpaftattenpts to
conduct a verbal follovup session, the counselor must write a letteseaidan email to the
client stating that such efforts have been made and inform the client that there is a need for
follow-up communication. The letter must request thatlient contact the housing
counseling agency no later than 30 days from the date of the letter, to help the agency assess
if additional client services are necessary to assist them in achieving their housing goals or if
services should be terminated. uigg) surveys to assess housing outcomes does not fully
meet the requirement for client follewp. Hiring a third party agency to conduct follewp
services is prohibited.

G. Client File Set up aonfidentialclient file documenting the activities requirled this
section, and with the documentation required in Chapter 5

H. Termination of Counseling The housing counseling agency m
file when housing counseling services are terminaléa: housing counselor must notate the
cients file with the date anQientdilesursig noerenmaihanat i ¢

open indefinitely. The counselor must make reasonable efforts to conduct a verbal (in person
or via phone) follomup session within the first 60 days of no cliemitect. If unsuccessful,

after several attempts to conduct a verbal follgwsession, the counselor should write a

letter or send an-mail to the client stating that such efforts have been made and inform the
client that there is a need for follemp conmunication. The letter must request ttiegt

client contact the housing counseling agency no later than 30 days from the date of the letter,
to help the agency assess if additional client services are necessary to assist them in
achieving their housing @ds or if services should be terminated. If the agency does not

have any client contact within®-dayperiod, the agency must not bill or count that client as

an active file against any future billing periods unless client contact is reinitiated.

NOTE: An agency should not bill a client file against a HUD Housing Counseling Grant or
continue to count the file as activity under the grant solely because the agency maintains the
file in an open status. Actual counseling, educafpoeparatioror follow-up activity must

occur to justify billing a HUD Housing Counseling Grattta client file remains open over
multiple reporting cycles or quarters, the initial counseling or education activity is only
recorded once on the logic model, in the quartertitadky occurred.Even if follow-up

occurs in the next quarter, it is still a part of the initial counseling interaction already

22



3-6

recorded in the previous quarter, and must not be counted again on the logic model. The
agency can however, bill the grant folow-up activity.

Termination occurs or may occur under any of these conditions:
1. The client meets his or her housing need or resolves the housing problem;

2. The agency determines that further housing counseling will not meet the client's housing
needor resolve the client's housing problem;

3. The agency attempts to, but is unable to locate the client;
4. The client does not follow the agreed upon action plan;
5. The client otherwise terminates housing counseling;

6. Client fails to appear for housing counsglappointments or fails to respond to agency
inquiries concerning the clientds progress
problem; or

7. Ot her circumstances beyond the participati
natural disaster that mightgvent continuation of counseling.

Approved Housing Counseling, Education, and Outreach tofike following
are examples of approved housing counseling, education, and outreach topics that
participating agencies may provide to, and discuss witmtslie

A. Pre-Purchase/HomBuying. This includes but is not limited to: advice regarding readiness
and preparation for homeownership; Federal Housing Administration insured financing;
housing selection and mobility; search assistance; fair hquaingendingand predatory
lending; budgeting and credit; loan product and feature comparison; purchase procedures and
closing costs; money management (does not include debt management plan programs);
selecting a real estate agent; and home inspection.

This also may include guidance on: alternative sources of mortgage doditpayment
assistancejocating housing that provides universal desigd visibility; how to apply for
special programs available to potential homebuyers; how to purchase asiogthe
Section 8 Homeownership Voucher Programg referrals to community services and
regulatory agencies.

B. Resolving or Preventing Mortgage Delinquency or Defatittis includes but is not limited
to the consequences of default and foreclosuss; foitigationbudgeting and credit;
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restructuring debt; obtaining-certification for mortgage subsidy; and establishing
reinstatement plans. It may aiscludehelping clients affected by predatory lending;
foreclosure prevention strategies; explagnihe foreclosure process; providing referrals to
other sources; and assisting clients with locating alternative housing.

The earlier that the housing counselor and lender establishes contact with the client, identifies
the cause of default and begingdiscuss reinstatement options, the more likely it is that the
default will be cured and the homeowner will be able to retain ownership. Efforts to assist

the client should ideally begin as soon as the loan becomes delinquent. The housing
counselor shdd conduct followup housing counseling with the client on amasded basis

until the default is corrected or the mortgage lender completes foreclosure and the client has
found alternate housing.

C. Non-Delinguency PosPurchase, including Improving Modge Terms and Home
Improvement Home maintenance and financial management for homeowners, including,
but not limited to: escrow funds; budgeting; refinancing; home equity; home improvement;
utility costs; energy efficiency; and rights and responsibildfdsome owners .

It may also include: loan and grant options; housing codes and housing enforcement
procedures; accessibility codes and how to design features to provide accessibility for
persons with disabilities; nediscriminatory lending and fundyfor persons who modify

their dwellings to accommodate disabilities; visibility and universal design; how to specify
and bid construction work; and how to enter into and manage construction contracts
including actions to address the Aeerformance of cdractors.

D. Locating, Securing, or Maintaining Residence in Rental Housiris refers to rental topics
including, but not limited to: HUD rental and rent subsidy programs; other federal, state, or
local rental assistance; fair housing; housing seasiktasce; landlord tenant laws; lease
terms; rent delinquency; budgeting for rent payments; and providing assistance with locating
alternate housing.

E. Reverse MortgageA reverse mortgage is a mortgggeductthat pays a homeowndoan
proceeds drawn dm accumulated home equity and that requires no repayment until a future
tme. The Feder al Housing Administrationdés reve
Conversion MortgagePlease see additional information on HECM in chapter 4 of this
handbook.

F. Homeless Assistancd his includes, but is not limitet information
regarding emergency shelter; other emergency services; and transitional
housing.
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3-7 Fair Housing and Other Civil Rights Requirements and Guidance

A. Nondiscrimination under 24 CFR 88 5.105 and 214.503
Pursuant to 24 CFR § 214.503, all participating agencies must comply with
HUDOGs gener al nondi scrimination and equal op
CFR § 5.105.For additional information on falrousing please visit the Office
of Fair Housingand Equ@p port uni ty onwwlbiRD@ier website at

B. Promoting Fair Housing and Protecting Civil Rights. All participating
agencies must take reasonable steps to affirmatiugher fair housing and to
ensure that persons are not denied housing counseling services or treated
differently on the basis of race, color, sex, religion, national origin, disability, or
familial status

1. Identify Impediments to Fair Housing Choice.Participating
agencies should review the Consolidated Plan and Analysis of
Impediments (Al) that cover the jurisdictions in their service area.
Another activity that participating agencies may undertake to
identify barriers to fair housing choice is aiew of their own
policies, procedures, and facilities to see if they pose barriers to
particular groups receiving housing counseling services.

2. Specify Activities to Affirmatively Further Fair Housing .
Participating agencies muatidress barriers fair housing
Reasonable steps to affirmatively further fair housing can include
outreach to particular population groups within the classes protected
by the Fair Housing Act, especially groups previously underserved
by housing counseling, reastateandhousing financial services.

Parti ci p atendeayorsaaffienativealydusthier fair housing

should include marketing and outreach activities. A participating agency
may conducaffirmative marketing and outreaelativities thatincludebut

are not limited to the followingpublic service advertising, conducting
informational sessions with communityased organizations and in public
facilities (such as libraries or town halls) and direct marketing to persons
least likely to know about the exgésice and availability of housing and
housing related services in particular housing market& persons least
likely to be aware of or pursue housing opportunities within a particular
housing market area are likely the ones who need housing counseling
services the most.

Examples of the components of an affirmative marketing and outreach plan
include: advertising the availability of services with an emphasis on certain
populations through internet, radio stations, flyers, newspapers, public
televisiln, message boards, and seminars that are known to be used by
those populations within a market area; educating persons within settlement
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agencies, faitftbased communities, service providers, and other
communitybased organizations about fair housing armid thbligations of
lenders, landlords, realtors, and sellers to follow nondiscrimination laws;
and marketing housing opportunities and housing related services to
advocacy groups such as disability or veterans groups on the availability of
housing or housig services.

In addition to marketing and outreach, reasonable steps to overcome
barriers to fair housing choice may also include the delivery of particular
housing counseling services or the manner in which they are delivésed
example, housing coseling to make persons aware of discriminatory
practices, education abdubusing desigor construction to increase access
for persons with disabilities, language assistance services to persons with
limited English proficiency (on the basis of nationagor), affirmative fair
housing marketing, or encouraging and assisting clients to seek housing in
locations that afford greater housing choice or access to educational,
service, or employment opportunities. For more examples of housing
counseling servicehat may affirmatively further fair housing, see
paragraph C below.

1. Reporting---Participating agencieshould maintain records of their
activities to affirmatively further fair housing. Such records should
identify the impediments to fair housing adsised by the planned
activities, describe the activities that took place, and, to the extent
possible, describe the impact of the activities. Participating
agencies are obliged to maintain records on the race, ethnicity,
disability statusand family stata of the beneficiaries of HCS
programs.

C. Fair Housing Counseling, Education and Outreach Activities The
following are examples of fair housing counseling, education, and outreach
topics that participating agencies may provide to, and discuss withtsdine
accordance with 24 0OHRE214.80D gspecially diemtaina a't
groups that have experienced impediments to fair housing choice

1. Pre-purchaseHome buying- including, but not limited to: advice
regarding readiness and preparation, fair housgids of
applicants and clients, identifying housing and lending
discrimination and predatory lending;

2. Resolving or preventing mortgage delinquency including, but
not limited to: default and foreclosurgghits of applicants and
clients, identifying discriminatory or predatory loan terioss
mitigation, budgeting, and credit;

3. Home maintenance and financial management for homeowners
- including, he preservation of accessible housing features; and
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4. Rental topics- including, but not limited to: HUD rental and rent
subsidy programs; other federal, state or local assistance; fair
housing laws; housing search assistance; landlord tenant laws; lease
tems; lights of applicants and clientgnt delinquency; reasonable
accommodations and modifications for persons with disabilities.

D. Responsibilities of intermediaries andsub grantees-- HUD-funded grant
recipients are obligated under various laws notgordninate in housing or
services directly or indirectlgased omace, color, religion, sex, national
origin, familial status, or disabilityHUD regulations further require that
recipients of Federal financial assistance comply @ithl Rights-Related
ProgramRequirements (CRRPRs) that affect nearly every aspect of each
program. (In the case of participating housing counseling agencies, such
agencies must adhere to these CRRPRs whether they receive Federal financial
assistance or not as a conditiortoi ei r parti ci pation in HUDG6s H
Counseling Program.All intermediaries andub granteeare held to the same
nondiscrimination and equal opportunity responsibilities of direct recipients of
Housing Counseling Services program funds or resouirggsding but not
limited to:

1. Maintaining records and actions takdRefer to Section-3.3.

2. Training of staff with applicable civil rights laws and their applications.
Refer to Section-FA.

3. Education and Outreach Activities. Refer to SectiofC3

Contacts and agreements between participating agencies and their affiliates or
subgranteesnust include terms to this effect.

E. How to File a Discrimination Complaint with HUD. For complaints under
the Fair Fbusing Act(42 U.S.C. 8§ 360%et seq) (nondiscrimination because
of race, color, national origin, sex, religion, disability, or familial status) clients
of participating agencies may file a discrimination complaint if they believe
that they have been subjected to unlawful discriminatieeticipating
agencies or a clientds representative may fi
For complaints filed with HUD, the complaint must be filed no later than one
year after the last alleged discriminatory act occurred.

If a participating agenclgas a client that needs fair housing assistance the
agency should refer the client to a state, county, or municipal fair housing
agency.Discrimination complaints that arise in a jurisdiction that
administers a law that HUD has certified as substangajlyvalent to the

Fair Housing Act will be referred by HUD to the respective state or local
government agencyror these certified agencies, the statute of limitations
for filing a complaint may vary.
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For other civil rights complaints such as: Title Vitbé Civil Rights Act, 42

U.S.C. 8§ 2000d et seq., (prohibits discrimination on the basis of race, color,

and national origin, codified at 24 C.F.R. part3grtion 504 of the

Rehabiliation Act of 1973 prohibits discrimination based on disability in any

program or activity receiving federal financial assistance, codified at 24 C.F.R.

part 8); and Executive Order 11063 (prohibits discrimination on the basis of

race, color, religion, neonal origin and sex, codified, 24 C.F.R. part 107),

clients of participating agencies may file a discrimination complaint if they

believe that they have been subjected to unlawful discrimina&enticipating

agencies or a cliéetascoeptasant ani tdemayikeint

Complaints filed pursuant to Title VI of the Civil Rights Act and Section 504
of the Rehabilitation Act of 1973 shall be filed within 180 days of the alleged
act of discrimination, unless the time limit is exteshd@ good cause shown.
Compilaints filed pursuant to Executive Order 11063 must be filed within one
year of date of the alleged act of discrimination unless the time for filing is
extended by the Assistant Secretary for FHEO.

HUD offers multiple ways tdile a complaint. The client, agency or a

representative may: (1) File a written complaint with the nearest HUD office; or

(2) Call the nearest HUD office or (3) Use th
Housing complaint formhttp://www.hud.gov/offices/fheo/nov108online

complaint.cfm Please note that the TTY numbers listed for those offices are not

toll free, or call the toll free national TTY hotline aB00-927-9275. Please

contact HUDOGs Office of Fair Housing and Equa
information at 1800-669-9777 or for the hearing impaired TTY 1 (800) 927

9275. A list of HUD local offices is available

at http://www.hud.gov/complaints/housediscrim.cfm

Industry StandardsHUD may requirepromoteor incentivize the adoption of, and
implementation of, housing counseling and education standards, by participating agencies.
These standards may includenimum acceptable counseling and education content and
activities, training and testinglhese industry standards may be developed or implemented by
HUD or by other entitieandendorsed by HUD For reverse mortgage counseling, HUD
requires the utilization of, and strict adherencettee HECMprotocol

Marketing and Outreach Initiative®articipating agencies may also conduct marketing and
outreach, including, but not limited to, providing general information about housing
opportunitiesconducting information campaigns, and raising awareness about critical housing
topics such as predatory lending and fair housing topics.

Affirmative fair housing outreach should be directed at those populations least likely to seek
counseling servicesTo do so, it may be necessary to broaden the target areas or provide
translation and interpretive services in languages other than English in order to reach a greater
variety of racial and ethnic minorities.
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Debt Management or LiquidatiortHUD considers debt management service asctvity

related to, but apart from, the housing counseling prodésgotiating payment plans with
creditorsandhandling the client's money and making payment to the creditors for the client are
usually doe under a cliertounselor contract. The contract governs the service provided by the
housing counselor and the obligations of the client to the agekgsncies that provide this

service must assure HUD in writing that they comply with all state aradl lpes, including

agency bonding, that govern these servitee es char ged for this servi.

guidelines (see Chapter 7, Paragrag).7HUD recognizes that a client may enter a debt
management plan as a result of housing counsefdginistration of client debt management

plans is not housing counseling and must not

work plan or counseling activity reporting.

Knowledge of HUD ProgramsThe agency's housing counselors must have do-dae
working knowledge of HUD housingnd fair housing prograniscluding FHASIngle Family

mortgage programsdUD staff will briefly assesesnagency 6s gener al knowl

programs when conductirag-site performance reviewsk-or exampleHUD staff conducting a

e

performance review may ask the agencybs staff

products omsk questions to determine if the staff person understands how to access HUD policy
memos, mortgagee letter, handbooks, etelobclips. SeeAppendix2 for a list of HUD
handbooks.

Referrals to Community ResourceAgencies musdiemonstrate that they hagstablisked

working relationships with private and public service agencies that could assist uliegts,
additionalservicemot offered by the agency are needed. The agembjlity to make referrals

to community resources will be assessé@n theagencysubmits arapplication forprogram
approvaor t o be considered for grant fundli ng.
network will be assesselrough the revie of client filesand client surveys.

Discussion of FeProfit Entities Helping clients resolve their housing problems may include
discussing foiprofit entities such as lenders or real estate professioli@slient requests
information or asks questions about a particulaipfofit entity, or if the counselor feels that
having information about a specific fprofit entity is in the best interest of the client, the
agency may discuss the entity but malsb identify and discuss a minimum of three reasonable
alternative forprofit entities, if available.

In the case of lenders, the alternatives must include a discussion of FHA mortgage insurance
programs and features.

Counselors must not advise clignor promote specific feprofit entities. Their role is to simply
make counseling recipients aware of their options and arm them with the information they need
to help them make smart choice€safeguards and disclosures must be used as described in
Chapter 6, Paragraphslg Items F and G to avoid conflict of interest. See Chapter 4, Paragraph
4-12 for more information on discussing lenders with reverse mortgage clients.
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CHAPTER 4. REVERSE MORTGAGE COUNSELING

Reverse Mortgagedilinseling andeducation A reverse mortgage israortgage that pays a
homeowner loan proceeds drawn from accumulated home equity and that requires no repayment
until a future time.

Reverse mortgage counseling assists seniors who seek to convert equity in theinteomes i
income that can be used to pay for home improvements, medical costs, living expeotes,
expenses.

FHA insures a reverse mortgage known as a FHA Home Equity Conversion Mortgage (HECM).
Specific information concerning counseling requirement$it6CM borrowers appears at the

end of this chapter. The first part of this chapter refers to general reverse mortgage counseling.
A participating agency is defined as a HdPproved counseling agency that employs a HECM
Roster counselor and includd&CM counseling in its housing counseling work plan.

A. Group Education or Marketing and Outreaéhparticipating agency may provide general
reverse mortgage program information to potential borrowers through group education or
marketing and outreachiTheagency MUST NOT use these types of activities to deal with
individual client needs that require confidentiality and prudent use of private information.
The agency MUST NOT issue the reverse mortgage housing counseling certificate to a
person who attendsity a group education or marketing and outreach session.

B. Oneon-One CounselingOneonone reverse mortgage counseling is required to receive a
HECM loan, and a HECM Counseling certificate is issued to counseling recipients as proof
that the counselingogurred. Other reverse mortgage programs may also have counseling
requirements.This counseling must meet the requirements of sectiwixhis Handbook,
with the exception of the creation of a written action plan, which is not required for reverse
mortgage counselingAdditionally, this chapter outlines specific content and other
requirements required for reverse mortgage counseling.

C. Faceto-Face MeetingsHUD recommends potential reverse mortgage borrowers,
particularly HECM borrowers, meet fateface with a counselor and lender to discuss their
unigue financial circumstances and decide what options are best for thero-Faue
counseling enables the counselor to assess whether the client understands the alternative
features and reverse morggaoptions and the financial implications of a reverse mortgage
on his/her householdAll reverse mortgageounselors must have the capacity to conduct
faceto-face counseling with prospective reverse mortgage borrovianselors must
advise potentiatlients that they have a choice to have a-taeace orcounseling through
another mutually agreed upon format stelephone counselingrhis choice should be
document ed i n t Additionallyi coumgel6rs may pravide hbnie lvigits for
those clients who cannot get to the particip:

D. Reveee Mortga@ Telephone CounselingHUD recognizes that many seniors prefer
telephone counseling to fateface counseling for a variety of reasons, including limited
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mobility and health conditiongHUD allows participating agencie® provide telephone

reverse mortgage counseliagly if theagency hasdicated that it will provide this as a
service option within it$lUD approvedousing counseling work plan. Pargiating

agencies must also define withinwsrk planthe geographic area in which it will do
telephonic counselingParticipating agencies may provide nationwide telephonic counseling
as bng as it is defined in the housing counselWagk plan

. Counseling Requirement for Home Equity Conversion Mortgage HECM) Borrowers.

Section 255(d) of the National Housing Act and the implementing FHA regulations at 24
CFR§ 206.41state that all prospective HECM borrowers must receive reverse mortgage
counselig prior to obtaining a HECMThis counseling must be received from eligible
counselors working for participating agencies approved to provide this statutorily required
counseling.

To meet the statutory requirements for obtaining a HECM, the prospbotin@ver must

receive oneon-one reverse mortgage counseling and be issued a HECM counseling
certificate. Counselors are allowed to provide the required reverse mortgage counseling to a
group of related family members if they are documented on the dgettheo.

. HECM Counseling Fee®articipating agencies may charge fees for reverse mortgage
counseling services to clierdsad related partigbat are able to afford thenThe fee must
never exceed the actual cost of providing the service. Moreover, HUD may further limit
allowable charges, for example through a Mortgagee Letter.

Thereverse mortgage counseling charges may be paid in awp @fays:

(1) The HECM counselig clientand related partiesan pay counseling fees directly to
the agency;

2) The cost of HECM counseling can be paid o
Upon agreement of both the lender and the borrower, the closingraggassume
responsibilityfor remitting payment to the counseling agency that performed the
service.

Payment methods must be reflected in the 800 series on thelkdilement statement.
Lenders (originators, servicers and funders) or other parties that sell annuities, investments,
long-termcareinsuranceor any other type of financial or insurance products are barred from
providing compensation to counseling agencies.

In accordance whtSection 313 024 CFR ParR14, participating agencies are permitted to

charge fees for reverse mortgage counseling services as long as the cost does not create a
financial hardship for the clienfThe housing counseling agentystmake a determination

about a clientdés ability to pay based on fac
obligations.

31



Clients must not be turned away because of an inability teqaryseling feesMoreover,
the housing counseling agenmyay not withhold counseling or the Certificate of HECM
Counseling based on failure to pay.

Moreover, HUD expects counseling agencies to avoid unnecessary separate counseling, and
to make every practical effort to counsel the borrower(s) and any rekatiesp
simultaneously.

Participating agenciaaustnot offer discount on counseling fees based on the @iability
to pay serviceipfront Clients that need to pay for counselgggvicesout of the proceeds
mustnot be penalizetbr having to do so

Entities Eligible to Provide Reverse Mortgage Counseligtities or individuals providing
reverse mortgage counseling must be separate from reverse mortgage lending instuiipns.
entitieswith active HECM Roster counselors al@ible to providereverse mortgage
counselingAgencies should s&& CFR Part 206or requirements foH U D #1ECM Roster
placement.

To be placed on the HECM Counselor Roster, a counselor must meet the following criteria:

1. Be employed by a HURpproved Housing Counselirggency or an affiliate of a HUD
approvedintermediaryor State Housing Finance Agency;

2. Successfully passed the standardized HECM exam administered by HUD or a party selected
by HUD;

3. Received training and education related to HECM within the prior twoyears

4. Have access to technology that enables HUD to track the results of the counseling offered to
each HECM clientand

5. Is not documented on any of the following

a The Gener al Service Administrationds Su

b. HUD&s Li mi tRanicip&tienrListaot o f

c. HUDG6s Credit Alert Interactive Response

In order to remain active on the Roster, a counselor must provide proof of training or continuing
education every two years and pass the HECM exam every three Yease timeframesa
effective from the date the counselor gets on the Roster, i.e. the counselor must receive training
or continuing education within two years of the date the counselor gets on the Roster.

An agency must also identify reverse mortgage counseling ingteag housing counseling

work plan including the specific geographic areas the agency will provide reverse mortgage
counseling.An agency may provide telephone counseling nationwide provided this is included

in the housing counseling work plaiftheagerty must also agree in its housing counseligk

plan to HUDO6s quality control measures which
reviews or other actions as determined by HUD.
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4-4

HECM Counseling ProtocolAs a condition of eligibility to provide reverse mortgage

counselingHECM Roster Counselors aa¢ésorequired to ustheHU D 6 s

Protocolas guidance when providing HECM counseliridhe HECM Protocol provides

guidance to counselors ail the information that they must cover during a counseling session.

The HECM protocols Appendix4 of this handbook

st aHEGMr d i

Preparation for thelECM Counseling SessiorHUD requires agencies to provide clients with

an informatiorpacket prior to the counselisgssion and in enough time so the client has time to
review the information and prepare questions. In cases where emergency counseling is
necessary, the counselor must send the information to the client immediately aftistiogntipe

counseling sessiorAdditional guidance on this requirement is provided in the HECM protocol.

Written communications should include instructions on how to contact the agency via TTY,
relay or other assistive means for persons with hearing impairments. Written comraosicati

can also inform clients and prospective clients about translation or interpreter selrvices.

addition,written communications should ask clients and prospective clients whether they need
assistance for mobility impairments, visual or hearing impaitmer other disabilities.

zed

The information packet can be sent via regular mail, priority mail, fax or email and must include:

Note:L o0 a n

1.
2.
3.
4.
5. The National Council on Aging (NCOA) bookligtUs e Yo ur

APreparing for You Counseling Session See HECM ProtocoAttachment C.12
Printout of loan comparisons
Printout of Total Annal Loan Cost (TALC) This calculation is available on the IBIS
software that counselors use to prepare loan printouts and TALC printouts.
Loan amortization schedule

GuideforHo meowner s Who Need Hel p Nowo

printouts must be relevant to t

Homei A o

he

Topics to be Covered in titECM Counseling Sessionlin accordance with HECM statute and

regulationdNational HousingAct Section 255 (f)fCounselors must provide potential HECM
borrowers withall the informationoutlined below It is suggested thabunselors confirm the
ent 6s r ec e iinfotmateom While oients reay alsm fecetvehseme of the

cl

information outlined below from lenders, it is the role of counselor to explain the concepts of

reverse mortgage and answer any questions the client may have. However, it is not the
counselorbd6s role to provide | & previdingazaunselinge

A.

B.

Alternatives and Optiongounselor reviews information on client's other options as

available and appropriate.
Reverse Mortgage Informatiohe counselor reviews basic information on reverse

mortgages.The counselor magresent this information within the context of the HECM
program. The topics most essential to an understanding of reverse mortgages include:
1.

2
3.
4

Rising debt, falling equity

Repaymentrequirements, when, how much
Nonrecourse limits

Leftoverequity (implications for borrower and their heirs)
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5. Factors that determine loan amounts and loan limits

6. Borrower obligations especially taxes & insuraneSe e A Rever se Mort
Borr ower ObAppemnpix4, pravidel@nt with this handout)

7. Fees and fee financing

8. Retention of title and other title issues

9 | mpact on public benefits (may use Nat.i

www.benefitscheckup.oras reference)
10. Refinancing a reverse mortgage

HECM- Specific Information The counselor should discuss key HECM program
features and information, including:

1. Eligibility, including any special problems relating to deed or progértgortant
Note: While the counselor can generally describe basimkar and property
eligibility requirements for a HECM, remember that only the lender and anr FHA
approved appraiser are authorized to make official determinations regarding the
eligibility of both the homeowner and subject property.)

2. Principal limit (theamount the borrower can receive from a HEGNIhe
principal limit at origination is based on the age of the youngest borrower, the
expected average mortgage interagtand the maximum claim amount.

3. Expected RateThe expected rate is fixed throughthe life of the loan and is
used to determine payments to the borrower. For a fixed rate loan, the expected
rate is the fixed interest rate. For an adjustable rate loan, the expected rate is the

sum of the | ender' s mar @acaonst@am Matutihod | oan
ten years.
4. Claim Amount The maximum claim amount is the lesser of the appraised value

of the property or the maximum mortgage amount for afamgly residence that
HUD will insure in an area under Section 203(b)(2) of the National Housing Act.
The maximum claim amount repretgthe maximum amount that HUD will pay
on a claim for insurance benefits.

5. Payment plan options and chang&dHECM borrower may request to change the
payment plan at any time during the life of the lodhe lender may charge a fee,
not to exceed $20.0@or changing the payment plaA borrower may change the
term of payments, may receive an unscheduled payment, may suspend payments,
may establish or terminate a line of credit, or may receive the entire net principal
limit (i.e., the difference betwedhe current principal limit and the outstanding
balance) in a lump sum paymemith all payment plans, the lender must be able
to make lump sum payments up to the net principal limit at the borrower's request.
The borrower may choose to prepay all ait pathe outstanding balance at any
time without incurring any penalties.
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6. Credit line growth Theunusedo or t i on of the | ine of <cre
|l ine growth rate, 0 whhiseshhe sase rateativehich t o t h
the principal limit and the loan balance grow, which is the current interest rate
plus 0.5 percentTherefore, the amant of funds available to the borrower from a
line of credit grows larger each month for as long as any funds remain.
Counselors must not tell clients that
credit line growth is simply increased access to borrgwiower, comparable to
an increase in a credit limit on a credit card.

7. FHA home standardsequired repairs

8. Loan costgreferencéAppendixi Rever se Mortgage Product
of Changeo)

Application fee, appraisal fee, credit report

Closing osts

Origination fee

Servicing fee

Mortgage insurance premium

Interest rate: Adjustable and Fixed and adjustment frequency

~ooooTw

9. Repayment

Requirements

When

How much

Openend credit v. Closednd credit

Openend credit loans allow for the repayment of soméherentire
principalthat can be Hporrowed at some future point in time ("revolving
credit"). Closedend credit loans do NOT allow for the “berrowing"” of
principal that is paid on the loan (thet e nur eo opti on f or

oo o

10.Borrower obligations (SeeAppendixCii Rever se Mortgage Borrow

provide client with this handout)

11. Tax implications

12. Estate planning servicésCounselorshould efrain from giving legal, tax, and
accouning advice to a prospective or existing client during a housing counseling
session and/or meetindf counselors arécensedprofessionalgnd are asked
general question®lated to that disciplineounselors may respond but should refer
clients to an outside sourta advisoryservice Counselors should not misrepresent
themselves to hold financial designations, for example, the designations of Certified
Financial Planner (CFP) or Certified Pubfccountant (CPA), unless they holckse
titles When a clientés needs are beyond the
or certification to provide, they should refer the client to a financial advisor or other
professional.
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13.Loan applicationFNMA 1009 A Resi denti al Loan Applic
Mo r t g &Thie application is provided by the lenghowever counselors should
review with client if requested.

D. Financial Implications The counselor reviews financial implications of reverse moesg&g
helpclientsassess whether the reverse mortgage proceeds will be sufficient to nreet the
financial obligations including taxes and insuranCeunselor may reference printouts,
including proprietary loan comparisons, as appropri¢dee Part 2Additional Products)
Financial overviews and printouts may include:

1. Cash advances and itemized costs
2. Individual loan amortization schedule(s)
3. Future projections and comparisons

a. Total cash advances

b. Total dollar costs

C. Leftover equity

d. Total annual average rates

4. Loan and annuity combination€ounselorsnust asla client if they intend to
use the HECM proceeds to buy an annulfyso, the Counselor shoulthform the
homeowner that there aogtherways topurchasen annuityandto point outthat
in most cases term or tenure HECM procagwuntsare greater than the annuity
monthly payment.The federal Truthn-Lending Act (TILA) recognizes the
unique difficulty of evaluating the total cost oH&CM that is used to purchase
an amuity. Counselors are also advised to give cli¢ghébrochure entitled
AUsi ng a Rever se Mo.0MgeadgtaledtinformBtiory an Ann
aboutHECM loans and annuityombinations is contained the HECM Program
Protocol Appendix 4

E. Client Concers and QuestionsCounselor answers client questions & discusses options.

F. Next Steps Counselor explains followp packet and next steps.

1 Contents of followup packet $eeSection 44 of this handbook
2 Instructs client to make and keep copieslbfiocuments

3. Loan processing & expected timelines

4 Provides ongoing access to counselor and other resources

Reverse Mortgage Printouté counselor must utilize and provide to the counseling recipient

computer printouts generatéy HUD or HUD endorsed software, or simikoftware generating

the same information, for calculating the maximum funds available to borrower(s), payment plan
options, angroviding loan comparisons of available products to cliebtsing the software,

counselos will be able to show clients how variations in different reverse mortgage products
mayaffectc | i ent sé6 access to equity, amortization s
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Counselors may discuss loan printouts and amortization schedules given by lenders to clients.
They may also generate and discuss amortization schedules and loan comparisons they generate
from an available reverse mortgage calculat@ounselors should awer questions about the

loan printouts and product featurégsowever, counselors must be sensitive when helping their
clients analyze and compare the financial implications of the loan choices clients are considering.
Counselors must be cautious nosteer clients toward any particular proprietary or HECM

product. They should strive to provide a balanced view by only provididiyidually

customizedoan printouts to clients on

1. HECM loans that are widely available from a majority of HECM lenders
2. Proprietary products that are broadly offered by reverse mortgage lenders, and
3. Proprietary or HECM products that have been offered to that client by a reverse

mortgage lender.
The printouts should include:

1. Future remaining credit line gextions based on credit line draws
specified by the client (if the client selects a credit line).

2. A comparison of estimated loan details at closing.

3. Projected loan comparisons at various future times, including projected
figures for total cash reoced, cash remaining, and total cost expressed in
terms of total dollars and a total annual average rate.

4, Amortization projections for selected products with yiegtyear details (the
loans negativelamortizeas the loan balance increases, equity deesa

Counselors must not encourage or discourage clients from any particular prddhestsnust
discuss loan printouts and information without bidikey should not provide any information on
which lenders are offering specific HECM variations or pietary products.

The webbased Reverse Mortgage Analyst software, which HUD makes availabléiteGi
Roster counselorgalculates principal limits for variations on a HECM based on different
interest rates with different indexes and margidkhough the software generates principal
limits for available HECM variations, it is not programmed to generate the principal limits for
any specific proprietary reverse mortgage product or every single HECM variation.

HUD HECM software maylso be usedFor agencies that have never installed the HECM
software, it can be downloaded frahe HUDc o u n s web pagesab
www.hud.gov/counselors/Updates are also available from the website.

Full instructions on howotuse the HECM calculatarein HUD Handbook 4235.1.

Fraud Preventianlt is important to educate prospective borrowers about how to avoid
becoming victims of fraud schemeln an effort to warn borrowers of potential fraud schemes,
HUD requires thataverse mortgage counseling cover the following:
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1. Discuss the potential of mortgage fraud with the borrowers;
2. Explain the standard ways in which borrowers can access their loan proceeds; and

3. Warn borrowers against signing over their funds to loan offioeother parties involved
in the mortgage transaction.

4. Recognizing and reporting predatory lending practices.

HUD will monitor compliance witthis requirement through client surveys and other customer
surveying tools.

Prohibition on Dissemination &pecific Loan Product informatiorA counselor must never

provide information on the specific costs charged by any individual lender, because costs are
subject to market fluctuations and may depend on variables that are not constant from client to
client. The counselor should tell the client that information on prices must come from a loan
officer. If a client presents a counselor with detailed information on a variety of loans offered by
multiple lenders, the counselor may help the client compare #tg. co

Sources ofnformation forCounseling The following publications available from HUD and
other sources provide information about the alternatives to the HECE&Udition, there are
additional resources availableAppendix4, Attachment C of thisandbook.

A. HUD. Options for Elderly Homeowners: A Guide to Reverse Mortgages and their
Alternatives which describes both alternative forms of home equity conversion and
alternatives to a reverse mortgage. It is available from HASER, whichcan be acesed
by using the Search buttonvaivw.hud.gov

B. Fannie Mae Money From Home: A Guide to Understanding Reverse Mortgemebe
downl oaded from Fannie Maeb6s website at:
http://www.fanniemae.com/global/pdf/homebuyers/moneyfromhome.pdf

Lender Steering and DisclosurElousing counseling agencies are not permitted to promote,
representtecommencar speak for any specific lendefhe clearest waytavoid steering is by

not presuming that a client wants to contact a lender unless the client specifically asks for help in
finding a lender.If a client does initiate a request for help in finding a lenthen counselors
shoul d tel | tclrrentlist @deAppendixBiforfhé web address) or give them a

copy of it. This ensures that only clients who expressly request help imdjradiender will be

given information about contacting lenders, and that the information they receive will be a list
provided by HUD rather than by a counselor or agematerials provided should be available

in alternative formats and either translat@rinterpretation should be provided for LEP clients.

The agency must provide reverse mortgage clients and retain in itsditedasure form
acknowledging any relationship or agreements between the agency and any lending institutions.
This disclosure must meet all the requirements for disclosure outlined in Chapter 6 of this
Handbook.
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4-11 Counselor SteeringThe lender may not steer, direcommenar otherwise encourage a
client to seek the services of any one particular coansecounglingagency Lenders are
required to give every client a list of HECM counseling providers that includes the national
intermediaries providing telephone counseling and five agencies in the local area and/or state of
the client with at least one of thechd agencies located within a reasonable driving disteomce
faceto-facecounseling. Lenders can obtain a list of these counseling agencies from the HECM
Counselor Roster on HUDOG6s website. Only agen
may be ncluded on the list given to clients.

Further, before, during, or after the counseling session is completed, the lender may not contact a
counselor or counseling agency to refer a clignany means including but not limited to phone,

fax, or electronic database; discuss a client
scheduling of the counselingr request information regarding the topics covered in a counseling
session.

4-12 Revase Mortgage Client FileChapter 5, Paragraph/lists all information that must be
mai ntained for the reverse mortgage <clientds

4-13 Follow-Up afterthe Reverse Mortgage Counselidession Regardless of counseling format, as
required by24 CFRg8 214.300(b)(2), housing counsekmust make a reasonable effort to have
follow-up communication with the client, when possible, to assure that the client is progressing
toward his or her housing goal, to modify or terminate housing counseling, and to kkarn an
report outcomes. Followp must be performed and documented for all reverse mortgage clients
to determine if the client needs additional assistance, obtained a reverse mortgage or utilized
other options discussed during the counseling session.

4-14 HECM Barowersi Persons Required to Receiveverse Mortgagklousing CounselingAll
eligible HECM borrower(s) meeting the requirements of Handbook 4235.1, including all eligible
mortgagors on the property deed, must receive reverse mortgage counseling togaapgs
outlined in this chapter.

In the event that multiple eligible borrowers shown on the deed are not located in the same place,
counseling may be provided to these parties by one counselor via teleconference call or the
individuals may receive cmseling separately from different counseldrawever, HUD

expects counseling agencies to avoid unnecessary separate counseling, and to make every
practical effort to counsel the borrower(s) and any related parties simultaneously.

A. Person(s) on the Deed\ny person(s) listed on the deed must receive reverse mortgage
counseling.

B. Beneficiaries of Life Estated~HA will insure a HECM on property held in the name of a
trust with beneficiaries according to the provisions described in the HECM Handbook
42351, Rev.1 and Mortgagee Letter (ML)-22. The HECM Handbook and ML 22

39



provide, in part, that all beneficiaries of the trust should be eligible HECM borrowers at the
time of origination and until the mortgage is released. Current trust beneficiaries o
individuals who are eligible HECM borrowers and are seeking a HECM loan must attend
reverse mortgage counseling and sign the HECM counseling certificate.

C.Borrower 6s L e g &drboiowgrsrlaeking lagal@dmpeteacy, the counseling
sessiorshall be conducted witherson holding a power of attorney (POA) tloe
borrower or a coudappointed conservator or guardian.

4-15 Faceto-Face Counseling for Prospective HECM Borrowers
While FHA prefers that all prospective HECM borrowers participatadeto-face interviews
with a HECM lender and reverse mortgage counselor, this procedure may create a hardship for
some prospective HECM borrowers, particularly those living in rural areas or with limited
mobility. FHA will allow prospective HECM borrogrs the option to meet fate-face with the
lender and/or reverse mortgage counselor or to participate in loan origination and counseling
activities by telephoner other HUD approved format for counseling

A prospective HECM borrower who decides to farggrticipation in facgéo-face counseling
will stildl be required to fulfildl FHAdrs manda
exampleby completing a telephone counseling session.

4-16 HECM - Exceptions to Reverse Mortgage Counseling Requirertreatcordance with the
provisions of 24CFR § 206.53,HUD may waive the reverse mortgage counseling requirement
for HECM mortgagors who are refinancing into a new HECM mortgage and choose not to
receive counseling, only if the following conditions are met:

1. The HECM mortgagor received the aakiurning distosure form required by law;

2. The increase in the mortgagoro6s principal I
by five times(although the current threshold is fiye times, this may change. Please,
seeFederalRegister for the most currestandard)and

3. The timing between the closing on the existing HECM loan and the date of the
application for refinancing does not exceed five years.

4-17 HECM - Persons Not RequiringdRerse Mortgagelousing CounselingThe following parties
are not required to receiveverse mortgageounseling relative to a HECM.

A. NonBorrower Spousel t has been brought to FHAOGs atten
HECM borrowers have quitclaimed their interest in real estate, whickerve as the
security for an FHAnsured HECM, when the spouse of the prospective HECM borrower
has chosen not to seek, or is ineligible for, an FrgMred HECM.

1. FHA RecommendationTo ensure that the ndsorroning spouseaunderstands the
implicationsand risks posed byug claiminghis/herinterest in the real estate, which will
serve as the security for the HECM, FHA recommends that the HESDNAorrowing
spouse receive reverse mortgage counsela-borrowing spousesiclude:
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a) A spouse, whds currently on the title for the real estate that will serve as the
security for the FHAnsured HECM and is eligible for a HECM, but instedains
to beremoved from the title;

b) A spouse, who is ineligible to receive a HECM, because she/he is ungear§2of
age but is on the title for the property that will serve as the security for the FHA
insured HECM

c) A spouse who is currently not on the title for the real estate

In the first two cases described aba¥e¢he nonborrowing spouseelects taguitclaim
his/her interest in the property to the prospective HECM borraiwanould be done
prior to the HECM closing.

2. NonrAssumableDuring counseling, all parties must be made aware that the FHA
insured HECM cannot be assumed by the-bomower spouse upon the HECM
borrowerd6s death, or change of primary res
due and payable upon the HECM boreow 6 s deat h, or when the re
as the security for the FHisured HECM, is no longer the primary residence of the
HECM borrower.

B.Prospective HECM.BRerhideanefia prespeQiteiHECM berrower,
who do not qualify foa HECM, but who currently reside on the real estate, or who are on
the title for the real estate that will serve as the security for theiRgl&ked HECM, but will
be removed from title prior to closing, are not required to receive reverse mortgage
coungling.

Although counseling for the child of a prospective HECM borrower is not required, it is
permissible, and reverse mortgage counseling will be made available by -apfisdved

housing counseling agency, if requested by the child. Counselingefohildren of a

prospective borrower does not have to take place at the same agency that provided reverse
mortgage counseling to the borrower.

C. Persons with a reversionary or remainder interest in the real estate, Trustees, and Contingent
Beneficiaries of Life EstateUnder FHA regulations at 24 CFR Section 206.35, if a HECM
borrower holds a life estate in the property that will serve as the security for thenstitad
HECM, persons with a reversionary or remainder interest in that property also nuugeexe
the HECM mortgage. The referenced Areversio
the real estate that will serve as the security for the-it$dred HECM. The trustee must
also sign the mortgage. Contingent beneficiaries of the trust whoeither receive any
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benefit from the trust nor have any control over trust assets until the beneficiaries/HECM
borrowers are deceased, need not be eligible HECM borrowers.

1. Counseling is not required for persons with a reversionary or remainder imetest
real estate.

2. The trustee is not required to attend counseling unless the trustee is also the
beneficiary/HECM borrower.

3. A contingent beneficiary does not have to receive reverse mortgage counseling.

4. While counseling is not required for persavith a reversionary or remainder interest in
the real estate, or trustees and trust beneficiaries who are not HECM borrowers, FHA
strongly encourages that these individual seek reverse mortgage counseling. They may
go to a HUDapproved housing counseliagency of their choice. Counseling for these
individuals does not have to take place at the same agency that provided reverse
mortgage counseling to the HECM borrower. However, these parties will not sign the
HECM certificate.

5. Persons with a reversioryanr remainder interest in the real estate, or trustees and trust
beneficiaries, who do not attend reverse mortgagmselingshould nonetheless be
familiar with the program requirements for the FHitsured HECM.

D. Persons with Advocacy InteredPersonsvith advocacy interest such as Amortgagor
members of the mortgagor's family, the mortgagor's attorney, a friend or friends of the
mortgagor, or staff from a HURpproved housing counseling agency may attend the
housing counseling sessidrthe mortgag@r requests it and/or agree&dvocacy interest
DOES NOT include a representative of the lending entity

4-18 HECM Counseling CertificateFor HECM loans, a HECM Counseling Certificate is issued to
demonstrate to the lender that the statutorily requiredssdimg was providedOther reverse
mortgage products and programs may also require this certification of reverse mortgage
counseling.

The lender can only proceed to process the initial loan application once the counseling is
complete, as evidenced bgampleted HUD 92902 that contains the date and signatures of both
the counselor and borrower.

When the counseling session is successfully completed, the counseling agency must issue a
certificate as described below.

A. All eligible mortgagors shown on thpgoperty deedor legal representative, as described
above) must sign and date the counseling certificate.
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B. In the event multiple parties shown on the daexinot located in the same place and the
potentialreverse mortgagmortgagors choose to receiseunseling from separate
counseling agencies, each of the parties would sign and date a sepanaie mortgage
counseling certificate.

C. The certificate must contathe name of the counselor, the name of the counseling agency,
and theHousing Counselin§ystem (HCS) identification numbef the counseling agency.
In addition, the certificate must be signed and dated by the counselor indicating the
statutorily required counseling has been completed. The counselor must also provide the
actual expiratiomate for the certificate. The certificate will expire 180 calendar days from
the date the counseling was completed. The certificate must also indicate any fee charged the
counseling recipient, if applicable.

D. Form HUD 92902s used for the Reverse MortgaCounseling Certificate. The certificate
must be produced in FHA ConnectioNo alterations to this form are authorized. For
example, housing counseling agencies may not print this form on their own letterhead.

E. Documentation Agencies mustkeepagoy of t he signed and dated
file. Agencies must send two certificates to clients counseled by telephone with instructions
indicating that the client should sign both copies and return one of the signed copies to the
counseling gencies. If the client fails to return a signed copy of the certificate, the housing
counselor must document their efforts to contact the clients and note that the certificate was
not returned.

F. Issuing the Certificate of Counselindhe counseling agency's issuing of a certificate of
counseling attests ONLY to the fact that the client attended and participated in the required
counseling and that the statutorily required counseling for a HECM was provided. Issuing a
certificate doe NOT indicate whether the counseling agency recommends or does not
recommend the client forraverse mortgage

A certificate of counseling may be withheld if the counselor believes that the counseling
recipientdid notunderstandingpasic informatiorabout reverse mortgages.

A counseling agencyustwithhold a certificate from a client wheannot successfully

answer five of the ten review questions that are provided in Attachment B.10 of the Protocol.
The client will be given adequate opportunitiesorrectly respond to the review questions

in accordance with the requirements in Attachment BTlte certificate cannot be withheld
based on lack of payment.

G. Faxing or Transmitting the Certificat®Vith the permission of the client, the counsel@ym
fax or otherwise provide a copy of the signed and dateerse mortgageounseling
certificate to the clientds | ender.

Concerns or Complaints Regarding a HECM Lender or Reverse Mortgage Coutfselor
consumer, lendecounseloior representative from the housing industry has a concern or
complaint about the services provided by a particular HECM lender or reverse mortgage
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counselor, they should immediately contactittdD Homeownership Centan their
jurisdiction. SeeAppendix1 for HUD Homeownership Centeontact information.
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CHAPTER 5. RECORDKEEPING AND REPORTING

Introduction The recordkeeping and reporting requirements contained in 24 CFR §214.315,
8214.317 24 CFR 8.5%nd this chapter are required of every partiengaagency.in

accordance with 24 CFR Part 214.315 all client files must be easily accessible to HUD for

monitoring and audit purposes.

Recordkeeping SystenEach participating agency must maintain a recordkeeping system so that

client files, electronior a combination of electronic and paper, can be reviewed and annual

activity data for the agency can be verifieghortedand analyzedThe system must permit
HUD to easily access all information needed for a performance revVikis.systemmustmeet
the requirements of 24 CBH..6, 24 CFR8 84.21 and 24 CFRart121.

Client Management System (CM®3) participating agencies are required to use a GV

A CMS is an existing online tool that automates much of the housing counseling process,

n

terfaces with HUDO6s dat abases f o Flevdldar.

including client intake, file maintenance, financial and craddlysis, outreach, client
notification, and reportingAlthough 24 CFR 214.103 (f) requires that all agencies participating
iNnHUDG&s Housi ng Coun s e that satisfieP HUD gegquireamenissaed a
interfaces with HUD databasesis important wte that HUD does not have a direct relationship
with CMS vendors. HUD does notonitor,negotiaé or engage with CMS vendors on behalf of
housing counseling agencies.

A.

n

col

CMS

order to inter f pattieipatimghoubing Eourid3dirsg agercy nmubt ase a |,
CMS with the following capabilities:

Required DataCapture all mandatory data elemeidted on theHUD Housing Counseling
websitefor one or more unique types of counseling and educakiua data listing can be
foundon HUDO® s wwevihsl.gdv/eounadors/

Loan Product Comparisdfool. Provide access to a loan product comparisonthal
interfaces with client data captured by the CMS, and includes FHA thswdgage
products as a loan product optiofhis requirement relates only to CMSs that cover
counseling/education involving horbeying or homeownership.€.: loans);

Financial CalculatorsProvide access to tools/calculators that interface eligémt data
captured by the CMS to analyze financial and credit information;

. Text Fields. Include text fields in which counselors can input an activity log and client

action plan;

File Access.Allow HUD limited access, in coordination with participagiagencies, to
access entire electronic client files for the purpose of conducting agency monitoring;
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F. Privacy. Ensure the confidentiality of all client level and agency profile information.
Housing counseling agenciesistusea CMS which has taken athe standard and required
security protections, including assurances that this data will not be shared with any entities
other than HUD and the housing counseling agemaigss explicitly instructed to do so by
the client themselves, and in the casegefiney information, the housing counseling agency.

File Retention Requirements-inancial records, supporting documents, statistical records and all
other pertinent records, both electronic and paper, shall be retained for a period of three (3) years
from the date the case file was terminated for housing counseling.

If the housing counseling agency is a recipient of a HUD housing counseling grant, then the
client files attributed to the housing counseling grant must be retained for three years from the
date the final grant invoice was paid by HUD.

Race, EthnicityReligion, Sex, Familiar Statugicome Disability Data Section 808(e)(6) of

the Fair Housing Act, as amended, states that the Secretary of HUD shall annually report to the
Congress and make available to the public, data on therefigegn, familiar statusgthnicity,
disability, sexand other characteriss of persons and households who are applicants for,
participants in, or beneficiaries or potential beneficiaries of, programs administered by the
Department. Section 562 of the Housing @uimunityDevelopment Act of 1987 also

supports this data collgon.

To enable the Secretary to fulfill this requirement, HUD requires participating agencies to report
this data to HUD for all recipients of counseling and education, regardless of funding source.
Participating agencies must maintain current and accurate data on the race, ethnicity and income
of their counseling clients and education participants.

Confidentiality of Records and Credit Reports

A. Confidentiality Participating agencigaust ensuw that their ®MSsprotectsthe
confidentiality of each clientods pepaxegnal
including credit reports, whether the information is received from the client or from another
source.

The participating agenayust ensur¢hat neither theyor ther CMS vendordisclose the

i nformation in the clientdés individual cas
personnel and HUDParticipating agencies must also ensure that their selected CMS
maintains the confehtiality of this information as wellThe only exception to this

requirement is when the counseling recipient expressly grants permission, for example in the
case of, through a CMS, the automatic creation of a loan application and submission to a
lender.

HUD staffmaynotdisclose to anyone except to authorized HUD personnel the information

contained in individual case files that may be sampled as part of monitoring or received as
part of reporting.
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Failure to maintain the confidentiality of, or imper use of, credit reports may subject the
agency to penalties under the Fair Credit Reporting Act (14 U.S.C.€t684) Hard copies

of client files must be kept in locked filing cabinets and electronic client files must be kept
secure, and be accessible only by authorized individuals.

B. Use of Credit Report InformationNothing in the Fair Credit Reporting Act preclsde
housing counseling agency from disclosing a credit report to a client. If a housing counseling
agency contracts with a credit bureau for credit reports, whether or not disclosure can be
made depends on the terms of the contract between the housnsgleuyiagency and the
creditreporting bureau.

Counsel ors must secure a clientdés authorizat.i

Counseling File The housing counseling agency must maintain a separate confidential file
documenting each unique, distirprovision of counseling services provided to a client, as
described in §214.300 and Chapter 3.

The client file may be for an individual or household or for a group of clients with the same
housing need, such as tenants of an apartment complex wgrtteecomplaint against their
landlord. Files may be electronmr a combination of electronic and pap@&he file must
include the following items:

A. Required DataAll required fieldsarelistedon the Housing Counseling websitgee
Appendix3 for theCMS website containing the listing of all required data fields;

B. File NumberA file number for the unique counseling interaction.

C. Financial AnalysisEvi dence of analysis of clientdds uni
circumstances;

D. Activity Log. A recording of the date, time, duration and description of each interaction or
activity performed on behalf of, and by, the client;

E. Action Plan. For all counseling, except for reverse mortgage counseling, the client file must
include an action planThe housing counselor prepares an individual housing counseling
action plan. The plan clearly identifies the client need or problem and outlines what the
agency and the client will do Aocopyoftleer t o me
actonpan must be given to the client and maint

F. Follow-up. A record of all followup communication with the client must be documented.
This documentation should also include an account of all written and verbal attempts made to
confact clients in order to conduct folleuwp sessions.

G. Pertinent DocumentsCopies (electronic or paper) of pertinent records or correspondence
received from the client or created on their behalf.
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J.

. Disclosure A copy of the disclosure statement provide@ach client in a facto-face

setting or a notation of the date that the disclosure statement was verbally provided during
telephone counselinglhe wording of the disclosure statement must be relevant to client.
(See Chapter 6, Paragrapii gltem G.)

Terminaton The housing counseling agenwhgn must doc
housing counseling servicase terminatedT he housi ng counsel or must
file with the date and cause/explanation of termination. Client files mustmaim open

indefinitely. (See Chager 3, Paragraph-3 (H) for additional information on client

termination)

Results Documentation of the results of counseling.

Funding SourceDocument the funding source or sources, and amounts to which the
counseling activity is attributed.

Fees If applicable, the amount paid through client fees and a copy of the receipt provided to
the client. Additionally, document the amount and soafdees paid by other parties, for
example lenderd he counseling file of each client charged fees must include documentation
demonstrating that the cost did not create a financial hardship.

. HUD Grant Activity. An indication, if applicableof the activity and amount, thatas

partially or fully funded by a HUD housing counseling grant orgramnt.

. Discussion of AlternativesA list of any service providers, product vendors, products,

features, services or properties about which informatias discussed with the client. (See
Chapter 6, Paragraphlg Item H.)

. Client AuthorizationDocumentation indicating client authorization to order a credit report

and/or to share information, for example with HUD or third parties, if applicable.

Miscdlaneous. Other information obtained during the intake and subsequent housing
counseling sessions not mentioned above.

Reverse Mortgage Counselingdditional documentation required for reverse mortgage
client files:

1. List of other people than the bower(s) that attended the reverse mortgage counseling
session and a description of their relationship to the client(s);

2. Signed and dated HECM counseling certificate, if applicable;
3. Power of Attorney or other documents relating to legal competency,li€aiple;

4. Total Annual Loan Cost Analysis;
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5. Amortization schedules for reverse mortgage loan options;

6. Notation of any brochures or handouts on the reverse mortgage lending process /
procedures / timelines, reverse mortgage lenders, and/or alternatives/erse
mortgage provided to client.

7. Documentation demonstrating that all required counseling content and information (see
Chapter 4) was provided

Group Education File The housing counseling agency must maintain a separate confidential file
for eat course providedThe file may be electronic or a combination of electronic and paper.
The file must include the items identified belo¥n individual file does not need to be

established for each education attenddewever,if a client has an existgnindividualfile and

attends a group workshop the clig@myarticipation in the workshop sessioust bedocumented

in his/herindividual file.

A. File Number A file number for the education/ workshop session

B. Data.All required fieldsare listed a theHousing Counseling Websit&SeeAppendix3 for
the CMS website containing the listing of all required data fields.

C. HUD Grant.An indicationof the activity and amount, thatas partially or fully funded by a
HUD housing counseling grant or sgbent, when applicable.

D. Course DescriptionCourse title, course outline or established curriculum; and instructional
goals

E. Instructors Name of each housing counselor, instructor or presenter participating in the
session.

F. Course Logistics Date,placeand duration of each session.

G. Participant InformationList of participating households and the race, ethnicity, and income
data for each household

H. Disclosure The disclosure statement provided to each household that is relevant to the
subject of the sessior{See Chapter 6, Paragrapti gltem G.)

|. Fees.If applicable, the amount paid through client fees and a copy of the receipt provided to
the client.

Financial RecordsParticipating agencies must maintain and make available to HUD upon
request evidence that leveraged funds cited in the grant application were actually provided to the
agency, and/or evidence that the total housing counseling budgeedepy the agency was

accurate and used for housing counseling purposes.
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5-10 Supporting DocumentatiorParticipating agencies must maintain and make available to HUD
upon request documentation (such as time sheets, paid invoices and payroll recordgyin supp
of expenses assessed to a HUD housing counseling grant. Housing counseling gragtastsub
recipients may be required to maintain additional records identified in the applicable grant
agreement.

5-11 Reports to HUD Participating agencies must subnottplete, accurate and timely activity
reports. The reports must be submitted in the format, by the date, and in a manner prescribed by
HUD. Participating agencies that are also recipients of HUD grants grauots may be
required to submit additionalperts as described in their grant agreements and prescribed by
HUD. If a participating agency fails to comply with the reporting requirements the
noncompliance will be documented as a finding
t he a gfiamaktfie thaintainedbyHUD | f t he asylanitherégsirecepmris| s t o
the agency can be terminated or placed on an inactive status.

HUD reporting requirements include clidevel data, agency profile changes, data regarding
program actiity, grant reporting and disclosures to HUD.

A. ClientLevel Datareflecting counseling and education activity with all sources of money,
must be transmitted to HUD quarterly via the
Client-level data transmittely theagency via theiCMS will be compiled and aggregated in
HUDG6s Housing Counseling System (HCS), where

B. Agency Profile ChangeswWhen agency profile information changes, such as address,
telephone number or other contact information, agencies must submit the current, corrected
information to the HCS database through their CMS. They may verify the change through
HCS. However, nidng these changes through the CMS does not relieve the agency of its
responsibility to notify the appropriate HUD officRarticipating agencies must notify HUD
within 15 days when any of the following occurs:

1. The agency loses or changes its¢soempt,non-profit status.
2. The agency no longer complies with HUD, other Federal, local or state requirements.
3. Changes occur in any of the items below:

a. Address(es) of the agencyds main office a
affiliates;

b. Staff personnelesponsible for the Housing Counselirggram, such as the housing
counselors and management staff;

c. Telephone numbers of the main office, affiliates, and branches, or
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d Any other aspect of the agencyds purpose
comply with programmatic requirements, applicalelgulationsor the applicable
grant agreement (e.qg. lack of qualified housing counselors)

C. Grantee Activity ReportsRecipients of HUDHousingCounselingGrants are required to
report activities under the grant in a format prescribed by HUD and within the designated
time frames required by the applicable grant agreemEmgse requirements may include
Form HUD-96010 (Logic Model), which captures projectioasd activity data specifically
attributed to the relevant grant.

D. Disclosure to HUD Agencieghat provide housing services in addition to housing
counseling servicemust disclose these additional services to HUBey must also make
HUD aware of any financial or other arrangements with other organizations. The Disclosure
should also contain the following information regarding their agency and its business
practices and procedures.

1. Any business practices andfmartnerships that would constitute a conflict of interest
pursuant to Chapter 6, Paragraph 6

2. Description of the organizational structure and business practices that protect the client
from inappropriate steering or influence;

3. Agencyo6s \vamrd ofethies;rands t an d

4. Agencyods quality control plan for identify
interest and complying with handbook requirements

This information must be submitted to HUD when an agency applies for approval, when an
agency tkes on new services that result in any of the practices listed in Parag@aph 6

upon request by HUD. If the information provided to HUD does not alleviate concerns
regarding conflict of interest, HUD may request that the agency address the coiterns.

agency wi || have 60 days to comply with HUDB®G

HUD may terminate the agencyds approval or

E. Housing Counseling Work Plan Changes to a participating
work plan must be submitted to HUD for approval prior to implementation. This includes
proposed changes in services to be offered and geographic boundaries.

F. Independent AuditThe mostrecemt ndependent audit of the part
records must be made available to HUD during a performance reieusingCounseling
Grant recipients and stiecipients shall be subject to the audit requirements contained in 24
CFR parts 84 anél5 and must provide HUD a copy of the audit report within 30 days of
completion.

G. Other Reports HUD may require that participating agencies submit additional reports.
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5-12 Activity Reporting Methodology.

5-13

5-14

The following methodology applies to all actwreporting, which could include client level
data, form HUB9902 orForm HUD-96010 {Logic Model). The methodology required by HUD
for reporting activity data is to report the number of unique counseling or education services
providedby the housing cawseling agencyby household.

ABy househol do means that i f a family comes i
the number of peoplé is captured as one counseling activity and outcome, or one course
attendee.Similarly, a group of tenants receiving counseling simultaneously on the same issue

would be captured as one counseling activity and one outcome, regardless of the size of the

group.

Moreover, an individual or household that receives multiple, distipestgf counseling or

education in a reporting period may be reported multiple times. For example, if an individual
comes in for one type of counseling (e.g-puechase), they are reported. If, later in the

reporting period, the same individual come$oinanother type of counseling, for example

default counseling, report this as new activity even though it is the same individual. By contrast,
if multiple topics are covered in one counseling session or education/group session, it is only
recorded as anactivity.

The requirement is to capture participation in each complete course on a unique education topic
or complete counseling service provision, regardless of whether it occurred in multiple sessions.
For examplewhether or not the course is comtgd in oné3-hoursession, or fou?-hour

classes, it is counted as one course. The same is true fonome counseling. Even if pre
purchase counseling requires multiple visits, it is still reported as one counseling activity with
one outcome.

Failure to Comply withRecordkeeping anBeporting Requirementg-ailure to comply with

any of HUDOs h eceslkeepp@andreporting reduiremeants could result in
consequences which may include, but are not limited to, a delay in paymentbéx®under a

HUD housing counseling grant; the granteeods f
account;thgr ant eef6s future housing counseling grant
because of this failure; ineligibility for HUD housing coghisg training resources; placement in
inactive status or termination of the agencybo
the list of HUDapproved and participating agenciesr furtherguidanceplease see

subchapters-2 (C) and 37.

HUD Review and Analysis of Agency Reportsocal HUD offices and HUD headquarters will
use the agencies' reports as follows:

A. Monitoring. HUD offices retain all reports for reviewing and monitoring the agency's
program participation and compliance underldHhousing counseling grant application, if
applicable.

B. Performance Indicators and Program AppropriatioAsnually, Headquarters may make
available to the public, through HUDOGs websi
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Data obtained from agencgports will be used to demonstrate the impact of the housing
counseling program; to justify annual appropriations; and to develop and report on
performance indicators and efficiency measures.

. Grant Application ScoringAgency reports are used in the sog of HUD housing
counseling grant applications.
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CHAPTER 6. PERFORMANCE CRITERIA AND MONITORING

Performance Criterialn addition to continuing to meet the application approval criteria set forth
in 8214.103 an€hapter 2, ParagraphZ a participating agency that provides housing
counseling and education services directly must meet the following performance cifitenia.
agency fails to complwith the performance criteria set forth in this handbook, the non
compliance i ssue wil/| be documented in the
agencyo6s per f or rAaddiianaly, if teevageecwfails t® poaacttthe non
compliance issuéhe agency can be terminated from the Housing Counseling Program or placed
on an inactive status.

A. Workload During each 12nonth period, the participating agency must provide housing
counseling to at least 30 clients. Agencies that offer only hoasimgseling services
limited to reverse mortgages, including home equity conversion mortgages (HECMs), are
exempt from this requirement.

B.Agency6s Housi ng ClheparsiopatingrmgencwWoustimplérheatiits
housing counseling work plan andngenstrate reasonable achievement of the outcome
objectives approved by HUD. Changes to a
plan must be submitted to HUD for approval prior to implementation. This includes
proposed changes in services to fiered and geographic boundaries.

C. Reporting The agency must submit to HUD complete, accurate, and timely activity reports
as described in §214.317 and Chapter 5, Paragrdgh 5

D. Nondiscriminatory PracticesThe agency must administer its housing counseling activities
pursuant to Title VI of the Civil Rights Act of 196the Fair Housing Acthe Executive
Order 11063, Section 504 of the Rehabilitation Act of 1973, and the Age Discrimination Act
of 1975. These laws prohibit discrimination because of race, color, religion, sex, national
origin, disability, familial status or age.

Afath-based organi zationdés federal statutory
the basis of religion is found at $ien 702(a) of the Civil Rights Act of 1964 (42 U.S.C.
2000e1(a)) and is not forfeited when the organization receives HUD fundifidiousing
counseling agencies are required to affirmatively further fair housing in accordance with
HUD r e gul adfiedonsectioads of shis Handbook.

E. Client Referrals from HUD and Other Participating AgenciEgcept as described in this
paragraph, all clients who contact the agency as a result of these referrals must be served. In
cases where the agency does offer the unique services requested by the client, is unable to
effectively communicate with the client, does not have sufficient resources, or if the client is
outside the geographic jurisdiction of the agency, the agency must refer the clienh&r anot
participating agency, preferabdyy agency n t h e c IIf thexenid nots paaticipatang
agency available, the agency must make a reasonable effort to refer the client to another
agency that can help them meet their needs.
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F. RESPA A patrticipating agency or its interested parties must be in full compliance with
Public Law 93533, 88 Stat. 1724, known as the Real Estate Settlement Procedures Act of
1974 [12 U.S.C. 2601 et seq.].

G. Conflicts of Interest The participating agency musbtmply with the conflict of interest
provisions in section-@ of this chapter and are responsible for ensuringhieatdirectors,
employees, officers, volunteers and consultants understand and comply with these
requirements.

H. Disclosure to ClientsA participating agency must provide to clients a disclosure statement
that identifies the agency and explicitly describes the various types of services provided by
the agency, as well as any exclusive, financial or other relationships between this agency an
any other industrpartners, that are relevant to the cliefhe counselor shall initially
determine what disclosures d&dovweverwvileevant to t
conducting performance reviewsdlUD staff will assesdiles to determingf proper
disclosures wermade. HUD will also review responses to client surveys to aséess
appropriatadisclosuresvere issued to clients

Disclosure must clearly state that the client is not obligated to receive, purchase or utilize
any other services offered by the organization, or its exclusive partners, in order to receive
housing counseling services. For clients with whom the agency meets-face, a written
disclosure must be provided. For clients receiving counseling via another format, for
example telephone counseling, the agency must verbally or electronically provide a
disclosure that meets the requirements in this paragraph.

Disclosure statemesimust be retained in the counselinggooup educatiofile. A note
indicating the date of verbal disclosure, or documentation of electronic disclosure, must be
retained in the files of all those counseled.

|. Fee ScheduleParticipatig agencies must inform counseling and education clients of any
fee schedule/structure in advance of providing services, including inadditionally, an
agencybts fee schedule must be posted in a pr
however participating agencieshouldalsoverballycommunicatehe fee schedule directly
to the cliens. Agencies must not refuse to provide counseling services if a chenbt
afford to pay fees.

Document this communication in the counseling or educal®nfdér example with a copy

of the written fee schedule and a note indicating communicafiamte indicating the date

of verbal fee schedule disclosure, or documentation of electronic fee schedule disclosure,
must also be retained in the files of &lbse counseled.

J. Alternative Information about Services or Produdfghe counselor provides information
about a specific service, prograf@atureor product, he/she must also provide information
on relevant alternatived=HA products, features orggrams must be discussed as one of the
available alternativesAt least three alternatives sources must be proyifiegtailable The
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counselor must documeint the client filethe information providetb the clienton
additional products available

K. Staff and SupervisionThe agency must employ staff trained in housing counseling, and at
least half the counselors must have at least six months experience in the job they will perform
in the agencyo6s Ho ubllesathan Gne baif ghe dounselprs gornat g r a m.
have the required experience this will be do
report as a findi ng aadffidial fleoraintaredby HUD Ifithe t he ag
agency fails to maintain qualified staff to meet phegramrequirementthe agency can be
terminated or placed on an inactive status until required staffing levels are met.

Supervisors of housing counselors must monitor the work of the housing counselors by
reviewing client files with the housing counseto determine the adequacy and effectiveness
of the housingounseling. The agency must document these monitoring activities and make
the documentation available to HUD upon request.

L. Funding The agency must maintain a level of funds that enablegiibtade housing
counseling to at least the required workload of clients every year whether or not the agency
receives HUD funding.

M. Audit. In accordance wit®MB CircularA-133revised grantrecipientsand subgrant
recipientsthat expend500,0000r mae in a yeain Federalawardsmusthave a single or
programspecificfinancialaudit conducted for thgear. Participating housing counseling
agencies thaaire subject to thisequirementnust submit for such fiscal year a financial audit
conductedbythe gency dés | ndepend eenifyingbhat thé agencyAc count ar
maintains internal controls over Federal awards; complies with applicablerdéguiations
and contract or grant provisis; and prepares appropriate financial statemdits.audit
must be conducted in accordance with the provisions provided in CircilaBAAgencies
should referencei@ular-A-133for additional guidance.

Housing Counseling participants that do nqtend $500,000 or more in a yeaHederal

awards must have an independent audit every two yebBing audit must be prepared in

accordance with generally accepted accounting principles and reporting practices and must
include an audibtoréasuvueedbewreppottand any su

HUD must be provided a copy of all audit reports within 30 days of completion.
N. Training Participating agencies are encouraged to send their housing counselors to formal
training coursesHUD may sponsor the training of counselors from participating agencies,

and strive to do so fairly and equitably. Information on training is available at the Housing
Counseling webpagdgSeeAppendix3 website address)
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Conflicts of Interest In accadance with 24 CR 214.303(f) A director, employee, officer,

contractor, volunteer, agent of a participating agency or the spouse, child or business partner of

any individual lolding these positions shall not engage in activities that create a sgglarent
conflict of interest

A. A person in a Position of Trustcluding adirector, employee, officecontractoryolunteer

agentof a participating agenayr the spouse, child or business partneairofindividual
holding these positiomaust avoid ap action that might result in, or create the appearance
of, administering the housing counselioyerationfor personal or private gain.

It is a conflict of interest for any of the above parties to provide preferential treatment to any

organizatonorer son, or to undertake any action
ability to ensure compliance with the Conflict of Interest requirements stated herein and to
serve the best interests of its clients.

. Direct Interest A conflict of interest would ask if thedirector, employee, officer,

contractoryolunteer oragentof a participating agency, t¢ine spouse, child or business
partner of any individual holding these positi@isrustor anyorganization in whiclthese
persors serves aanemployee ¢ther than with the participating counseling agency), or with

whom he or she is negotiating future employment, has a direct interest in the client by virtue

of their role:

A

1. As the clientbdés | andl or d;

h a

2. As the clientds real estate agent or broke

3. Asthecl i ent 6s creditor;
4. As the clientds mortgage broker;

5. Loan aiginator; having a financial interest in, servicing, or underwriting a mortgage on
the clientbés property;

6. Owning or purchasing a property that the client seeks to rent or purchase;

7. Servingaan col l ection agent for the clientos

For the purposes of th&ection a direct interest shall be definedaasninistering the housing
counseling operation for personal or private gain. This would include regeaimything of
value, including compensation on a commission basis, for any of the-edfevenced
services to the client related to the mattewhich theclient is being counseled.

However, it shall not preclude a directemployeeor officer, who povides multiple

affordable housing services on behalf of the participating agency, being compensated in the

form of a reasonable salary from that participating agency.
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The HECM statte specifically prohibits participating agencies from offering both MEC
counseling and HECM loan origination services fwtential HECM borrower.

C. Referrals It is a conflict of interest for a director, employee, officer, contragtaynteer,
or agentof a participating agency to refer clients to entities thatigeoa service to the
client related to the matter that ttleent is being counseled about in which they, or their
spouse, child, or general partnehgve a financial interest, including but not limited to

a. Landlord;

b. Real estate agesibr brokes;

c. Creditors,

d. Mortgage brokes

e. Loan originatos;

f. Property owneiisseeking to sell or remients;

g. Collectionagerdf or t he clientds mortgage | ender,

It is also a conflict of interest for the director, employee, officentracto, volunteeror

agent ofa participating agency to accept a fee or any other considefatiparsonal or

private gain for referring their housing counseling client(s) to any of those parties, or to
acquire the cliento6s pptay,peaccepyaféerormanyothdre t r ust
consideration for referring a client to the parties listed above.

D. HUD may investigate agency practices and may take action to inactivate or terminate the
agencyo6s approval or particramppation in the Ho

E. Participating agencies must notify HUD of conflicts of interestawer than 15 calendar
days after the conflias discoverecdndreport toHUD on the corrective action taken to cure
the immediate conflict and avoid future conflictehe report d the conflictof interest
discovered must be submitted in writing aibetter orane-mailtot he par ti ci pati ng
HUD GTR. If the participating agency fails to comply with this prognaquirementthe
agency maybe terminated on place on an imactatusuntil the agency implements a
corrective action to address the conflict of interest.

Performance ReviewdHUD may conduct periodic esite or desk performance reviews of all
participating agencies. HUD reserves the rightto monippear t i ci pati ng agency?®b
whether onrsite, remotely or a combination of both, as part of thepproval process or based

on perceived riskTheperformance review i | | consist of a review of
compliance with program gairements, including applicable civil rights requirements, and the
agencyo6s ability to deliver quality counselin
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A. Elements of a Performance RevieWheperformance reviewnvolves, but is not limited to:
compliance with basic prograamd applicable civil rightsequirements; skills and
experience of the manager and the housing counselors; the financial and administrative
capacity of the agency; program practices; compliance with conflict of interest requirements;
facility and accessibiy requirement&and grant requirements, if applicabldUD staff
utilizestheHUD-Form-9910, Performance Revie@hecklistasa monitoringtool when
conducting and recording the results of the review.

B. Housing Counseling Work Plan The reviewer may assure that
education activities comply with the initial work plan submitted by the agency as part of its
application for approval or any revised plan that is considered current. See Chapter 3 for
additionalinformation regarding the components of the housing counseling work plan.

If the agency did not implement the work plan fully or has modified its activities since HUD
approved the work plan, HUD will not issue an unconditionamgroval (provided allther
aspects of the review are acceptable) or continued participation, until the agency complies
with one of the two options identified below. HUD may require the agency to:

1. Commence full implementation of the work plan within sixty (60) days of HUD%eri
notice to the agency to that effect and notify HUD in writing that it has complied, or

2. Prepare and deliver to HUD a revised work plan no later than fifteen (15) days after the
reviewer's written notice to the agency to that effect. HUD expectottatiime, work
plans will be modified to accommodate changes in housing market conditions within an
agency's targeted area or geographic area where its housing counseling services are
provided. The agency may begin operating under its revisediplaredately afterthe
agency receives a letter stating that the corrective action plan has been accepted.

C. ClientCounseling Session EvaluatidBuivey. The reviewing HUD office will conduct a
client survey.Clients may anonymously respond to questions daggithe service received
from the agency.

1. During theperformance reviepHUD staff will randomly select clients to be surveyed
and subsequently send to the clients a survey form, for example forrrQ0&)
Housing Counseling Clierf8urveyand an envelopaddressed to the HUD office
conducting the review.

2. HUD staff may randomly select names and addresses from the client level data submitted
by the participating agency, request the names and addresses of clients randomly selected
from t he a glienhfiteyndnbers, sersl surveys based on a sampling of the
files reviewed, or any combination of the two sources.

D. Fee StructureHUD may r evi ew t hetoangueercampliarsce iteadl st r uct
programrequirements outlined within this handbcakd the 24 CFR 214.
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E. Compliance with Housing Counseling Grart the participant is a recipient of a Housing
Counseling Grant,orsube ci pi ent , the reviewer shall exal
the applicable funding notice,h e par t i ci p a ndndtee ggmt ar nobperativgp | i c at
agreement, including but not limited to reviewing supporting documentation for vouchers
and implementation of the proposed work plan, as well as verifying actual leveraging of
resources.

F. File Review by HUD Staff The reviewer decides which files and how many files will be
reviewed and determines the method used to identify files. HUD staff may review files at the

agencyb6s office, request copi e sperformantei | es be
review or remotely access files through the
arrangementThe purpose of the file review is to d

compliance with recordkeeping and other programmatic requiremehts analuate the
quality of counseling services being provided.

G. Access to Files and Informatioffhe participating agency must allow HUD staff to obtain
the necessary information to complptrformanceeviews and provide any information that
HUD requests. HUD staff assigned to review the housing counseling activities of a
participating agency may request from the agency specific client files and group education
files for review. These files, in paper or electronic format, or a combination, must be
provided to the HUD reviewerOther documentation that may be requested includes, but is
not limited to, the most recent housing counseling work plan; evidence of leveraging;
financial statements; documentation supporting draws or allocations on grambsgoarsts;
and audit reportsParticipating agencies must also provide the names, addresses and other
uniguely identifying information of clients when requested to do so by the HUD office
conducting the reviewMost information and files will be viewed/BHUD staff while on
site conducting performance reviews. HowewerpccasiorHUD staff may requesin
agency to sencequiredinformationor filesto the HUD officeprior toanon-sitereviewor
as preparation for a desk revied/hen information is\eededor those purposeshe GTR
will generally requeghe informatiorvia official correspondence with required dates and
times for submission.

H. Confidentiality of Client RecordsHUD staff conducting the review will protect the
confidentiality of allclient records maintained by the agency. HUD staff will not disclose
information to any person or entity outside of HUD or that is not an agent of HUD, unless
directed to dsoby a duly constituted legal authority such as a court of law or if an dfficia
investigation is being conducted with HUDOGS
enforcement agency. The only exception is noted in Paragraphein | below.

|. Falsified Records or Frauderogatory findings indicating the possibility of falsd records
or fraud may be reported by the reviewing HUD office to the appropriate Office of the
Inspector General and the Deputy Assistant Secretary for Single Family Housing

Consequences of a Performance Reviéiging the findings of thBerformancd&eview the

HUD office may determine whether to renew the approval or continue participation
unconditionally, conditionally, temporarily change status to inactive, or terminate approval or
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participation of the agencyAdditionally, the findings of a pesfmance review may serve as a
basis for determining future grant funding for the Housing Counseling Program.

A. Unconditional Reapproval or Continued Participatiéor affiliate organizations|f the
agency is in full compliance with programmatic requirements, HUD mayppeove the
agency unconditionally for up to three years or altmatinued participatianHUD will
notify the agency of its rapproval or continued participation.

B. Conditiond Re-approval or Continued Participatiéor affiliate organizationsIf the agency
fails to comply with programmatic requirements, but the failure does not seriously impair the
agency's counseling capability as required in this handbook and applicadbgions, HUD
may extend the agency's approval or allow continued participation for up to one hundred and
twenty (120) calendar day$iUD will notify the agency of its conditional approval or
participation.

1. HUD may grant this conditional extension oiflfhe agency agrees to attempt to correct
its program deficiencies within the period of the extension. Otherwise, HUD may
terminate the approval or the continued participation of the agétidia will notify the
agency and again specify the deficiencies.

2. Once HUD receives what it considers an acceptable letter documéireuired
corrections of deficiencies, HUD may conduct a foHopvreview to determine if the
deficiencies have been corrected.

HUD may grant unconditional approval or continuedipgoation if the deficiencies

have been corrected. HUD will make a determination that the deficiencies have been
corrected by eithera review of the agency response; documents submitted;:siteon
follow-up review or a combination of any of thesé.HUD determines that the

deficiencies have been corrected, HUD will then sendagppeoval letter and a new
certificate of approval to the agency or a communication granting continued participation.

3. If the agency fails to reply within the deadlineifddUD determines that the response is
inadequate, HUD may termina@proval or participation of the agency, notify the
agency and again specify the deficiencies.

C. Inactive status HUD may temporarily change an agenc
6-5 below for more information on this status.

D. Termination of HUDapproved or participation status and grant agreem&vken HUD
determines that the agency's program deficiencies seriously impair the agency's ability to
comply with this handbook or aligable regulationgncluding any nordiscrimination or
Fair Housing requirementslUD may terminate approval or participation of the agency.
HUD may also terminate approval or participation when the agency fails to correct the
deficiencies identifiedluring the review. HUD sends a notice to the agency of the
determination to terminate approval or participatitfifHUD does not reinstate the approval,
or terminates participation, the agency may file an appeal, as discussed in Chapter 8.
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HUD may ternnate an agency's approval, remove an SHFA, remove one or more branches

or affiliates from the HUD portion of antermediarg s ulti-8 at e Or gan®),zati ono
or SHFAG6s housing counseling program, and te
upon confirmation of any of the following reasons:

1. Non-compliance withall programand regulatoryequirementsincluding noncompliance
with provisions of the Depat ment 6 s rul es that i mpl ement t
other civil rights laws.

2. Failure to implement in whole or in part the agency's approved housing counseling work
plan; failure to notify HUD of changes in the agency's housing counselingplasrkor
failure to accept HUD decisions regarding wplén;

3. Lack of the capacity to deliver the housing counseling activities described in its approved
housing counseling work plan;

4. Failure to achieve outcomes described in the work plan;
5. Misuse of gant funds; or
6. HUD determines that there is good cause.

If a determination is made that the agency did violate the requirements of the housing counseling
program in any way, HUD may t er miandanayeimposee age
sanctionsn accordance with 2 CFR Pai80 and 2424

Inactive StatusUnder A 214. 200, HUD may change a part.
in lieu of terminations of HUEapproved status or removals from the list of Hajproved

agencies, under certaiiraumstances that may temporarily impair an agency from complying

with its housing counseling work plan. - An ag
by-case basis for a period not to exceed six months unless an extension is provided by HUD.

HUD may change any agencyo6s status through ei't
of information obtained by the Department.

A. Conditions For This ActionSome of the conditionsnder which inactive statusay be
considered include but are not limited to:

1. Loss of counselor(s);

2. Damage to facilities by natural disasters that renders the agency unable to function
properly;

3. Significant, unexpectelbss of funds;

4. Relocation;
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5. Other circumstances caused bgsons beyond the agency's control;
6. Results of performance review;
7. HUD detects any questionable business practices or conflict of interest.
8. Outstanding Fair Housing violations
B. Process for Requesting Inactive StatAgencies that seek temporary inactive status must
submit a request to HUD in writing. Documentation of evidence of the condition(s) that

rendered the agency incapable of carrying out its housing counseling work plan must be
submitted along with the reques possible.

C. HUD ResponseUpon receipt of the request, HUD will review and notify the agency of
approval or rejection. If approved, the agency's name and contact informltibe
temporarily removed from HURpproved the web list of agencesdparticipatingagencies
and the telephone referral system.

D. Temporary Conditions Remediethe agency must notify HUD in writing and provide
supporting documentation or evidence when it is ready to resparationor no later than
the end of the inactevperiod. After review and acceptance by HUD, the agency's contact
informationmaybe restored to the web list BUD-approved and Participatiggencies
and thetoll freetelephone referral system.

E. ExtensionsAt HUDG6s di scr et istdlaxjsts aftérsit nmoethscan ndi t i on ( s
extension of the inactive period may be considered or the agency may be terminated or
removed from the Housing Counseling program. HUD will notify the agency in writing of
its decision.

F. Acti on Not at .IAHJE madegeadentlyRobtgins efermation of
circumstances that may temporarily impair an agency from complying with its housing
counseling plan, or HUD detects any questionable business practices, HUD may initiate the
change to inactive status until a fuilestigation can be completed. Notification to the
agency will be in writing and will provide the manner in which the agency may resfSaead.
Chapter 8 for information regarding an agenc

Suspension, Termination, Debarment and LimiDedial of Participation In cases where HUD
has found fraud, misrepresentation or any other act or activity that HUD determines to be
unsatisfactory, HUD may exercise its ability under 2 GfaRs 180 and 24240 suspend, debar,
terminate or impose a lited denial of participation of a program participant.

Agency Withdrawal The participating agency may withdraw from the Housing Counseling
program at any time. The agency must notify HUD in writing of its intent to withdraw.
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PostTermination, PosWithdrawal Requirements All terminations by
withdrawal, must be communicated in writing. When a termination or withdrawal occurs, the
agency mustreturisi Cer t i f i ¢ a ttetheblWD Harpepwnership Centénat issued
theappoval certificate. A terminated or inactive agency cannot continue to display the
certificate. If HUD has determined that an agency will be terminated from participating in the
Housing Counseling program, and an agency does not voluntarily withdraw, then HUD may
follow the provisions found in 2 CFRarts 180 and2424.
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CHAPTER 7. FUNDING

HUD Housing Counseling Grants

A.

Housing Counseling Grant Program Notice of Funding Availability (NOHRAjunds

become available that are to be competitively awardedD will notify the public through a
Notice of Funding Availability (NOFA) in thEederal Registeron the Internet or other
electronic media. The NOFA will set forth application instructions. Publication generally
occurs between January 1 and May thefyear following the appropriation by Congress.
HUD may notify agencies of the publication date, but ultimately it is the housing counseling
agency's responsibility to ascertain when publication of the NOFA occurs.

Who May Apply

HUD-approved LocaHousing Counseling Agencies (LHCAS);
HUD-approved national and regional intermediaries (Intermediaries);
HUD-approved MultiState Organizations (MSOs); and

State Housing Finance Agencies (SHFAS).

. Grants.govHUD mayrequires its housing counseling grant applicants to submit their

applications electronically throudtitp://www.grants.gov SeeAppendix3 for more
informationconcerninghis website.

. HUD Approval or ProgranParticipation Does NOT Guarantee Funding from HUD

Funding for the Housing Counseling program depends upon appropriations from Congress,
and is awarded competitively under Federal and HUD regulations and policies governing
assistance programs, includingcBons 102 and 103 of the Department of Housing and
Urban Development Reform Act of 1989 (42 U.S.C. 3535(d), 3537a, anccB54$.

. Agency Program FundHUD housing counseling funds awarded under a NOFA are NOT

intended to cover all expenses incurbgdan agency to deliver housing counseling services.
An agency must maintain a level of funds that enables it to provide housing counseling to at
least the required workload of thirty (30) clients every year whether or not the agency
receives HUD funding See Chapter 6, ParagrapiiA.

Duplicate Billing Grantees must not voucher HUD fail or partialhousing counseling
service costs under a HUD housing counseling grant and charge other funding sources for the
samefull or partialservice to the same clienExamples include but are not limited to:

1. Theagencymay use multiple sources of funding to pay for a specific counselor or
specific counseling activities, provided the combined funding does not exceed the actual
cost. For eample, if a noFfHUD grant program reimburses at a fixed rate on a per
household counseled basis, and the reimbursement does not cover the true cost of
counseling the agency may bill HUD for the balance of the cost.
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2. The agency charges a client a feetf@a housing counseling services. Only the portion
of the session not covered by fees can be counted toward the HUD Housing Counseling
NOFA grantdrawdownif fees charged to the client do not cover the full cost of the
session.

7-2  Grant Administration Local, multistate organization, and state housing finance agency housing
counseling grants are administered bykitdD Homeownership Centeavithin whose
jurisdiction the agency is located. Housing counseling grants awarded to national and regional
intermedaries are administered by the HUD Headquarters Program Support Division.

A. Appointment of Government Technical Representatives and Government Technical
Monitors Government Technical Representatives (GTR) and Government Technical
Monitors (GTM) are responsible for grant administration. See Chapoerdefinitions of a
GTR and GTM. HUD Handbook 2210.17, Discretionary Grant and Cooperative Agreement
Policies and Pbcedures, Chapté&; sets forth the duties of these two positions.

B. Vouchering HUD Under A Housing Counseling Grafhhe housing counseling grant
agreement provides specific instructions on how to voucher HUD for payment under a
housing counseling grant award.

C. HUD Government Technical Representative (GTR) and HUD Government Technical
Monitor (GTM) Approval of Vouches: Only the GTRGTM or their designee may approve
payment request vouchers submitted by grantees.

D. Voucher Request ApprovalThe GTR or GTM may approve the grant voucher payment
request only if the agency is in compliance with the grant agreement. HRdin27053,
Request Voucher for Grant Payment, must be submitted with each request for grant payment.
This form can be accessbgvisiingHUD®&s Cl i ent I nformation and
website atvww.hud.gov/ludclips/ Grantees are strongly encouraged to draw down funds in
conjunction with quarterly report submission.

E. NonrApproval If there are outstanding reports daatstanding program compliance issues
or if a voucher is incorrect, it is grounds for tB&R or GTM to reject the voucher.

F. Grantees seeking information about the stafissvoucher must contact the GTR or GTM at
the appropriate HUD office.

G. Payments by HUD to GranteeBlUD makes direett e posi t payments to the
financial institutions. Part of the graatvard process includes the grantee's completion of
Standard Form 1199A, DireBteposit Sigrup Form This form can be accessby visiting
H U D &l&ent Information and Policy Informatiowebsite atvww.hud.gov/hudclips/

H. Documentation of Expense&rantees must maintain source documentation of costs
(invoices, cancelled checks, salary reports, etc.) to support all requests for payment. This
information must be made anable to HUD upomequest Financial records, supporting
documents, statistat records and all other gerent records, both electronic and on paper,
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shall be retained for a period 3 years from the date the case file was terminated for housing
counseling. Housing Counseling Grant recipientsst retain files (financial records,

supporting documents, statistical records and other pertinent re¢or@syears from the

date the final grant invoice was paid by HUD.

Audit. Housing counseling grant recipients and-sedipients shall be subject to the audit
requirements contained 8% CFR parts 84 and 85. HUD must be provided a copy of the
audit report within 30 days of completion.

The DrugFree Workplace Act of 1988The Act requires grantees of federal agencies to
clarify that they will provide drudree workplaces. Each potel grantee must certify that

it will comply with drugfree workplace requirements in accordance with 24 CFR Subtitle A
part 2L. See the CFR for specific requirements.

7-3  Other HUD Grants as a Funding Sourtgsted below are examples of HUD grants thiéaw
housing counseling and education as eligible activities as of the publication of this handbook.
This list is not meant to be ahiclusive and is subject to change.

A. Block Grants

1. Community Development Block Grant (CDBGJhe CDBG program isféexible
program that provides communities with resources to address a wide range of unique
community development needs. The funds are provided annually on a formula basis
to general units of state and local government. Funding for housing counseling an
fair housing services may be available from these units of government.

2. Home Investment Partnerships Program (HOME)ants are provided to state and
local governments to expand the supply of decent, affordable housing for low and
very low-income familes. Nonprofits may provide housing counseling on behalf of
the State and local government grant recipients.

B. Fair Housing Initiatives Program (FHIPYhe Office of the Assistant Secretary for Fair
Housing and Equal Opportunity publishes a FHIP NOFA wdppropriated funds are
available(24 CFR part 125)Eligible activities include providing outreach and education
about fair housing rights and obligatiopasd how to avoid predatory lenders

C. Housing Choice Voucher Family Séiufficiency Program (FSS)This grant is designed
to help voucher families obtain employment that will lead to economic independence and
self-sufficiency. Eligible activities include household skill training and homeownership
counseling.

Alternative Funding SourcedHUD recommads approved agencies and participating agencies

seek and secure funding from various other potential funding sources that may include local and
state governments, private foundations, lending or real estate organizations, and individual
donations.Agencies must also assure that such arrangentlent®t violate the provisions

regarding conflicts of interest described in 24 CFR 214.303 (e) and in Chapter 6
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Lender Funded Counseling Services

With the exception of reverse mortgage counseliegdérs may pay agencies for counseling
services, through a lump sum or on a dagease basis, provided the level of payment does not
exceed a level that is commensurate with the services provided, is reasonable and customary for
the area, and does noblate requirements under the Real Estate Settlement Procedures Act (12
U.S.C. 260%ktseq. These transactions and relationships must be disclosed to the client as
required in 8 214.303 (g) and in Chapter 6, ParagrapB,6f this handbookAgencies mus

also assure that such arrangements do not violate the provisions regarding conflicts of interest
described in § 214.303(e) and in Chapter 6, Paragr&oh 6

The Real Estate Settlements Procedure Act (RESPA) provides for disclosures and protections for
consumers during the process of closing a mortgage loan. It governs interactions between those
parties involved in the home buying process, including lenders, title companies, real estate
agents, mortgage brokers, and consumers by:

1. Requiring disclosures tbughout the process of closing a loan. These disclosures inform
consumers about fees, the various responsibilities of the lender and escrow agent in the
servicing of the loan, and basic relationships of the parties involved,;

2. Prohibiting unearned fees akitkbacks from the lender in exchange for referral of business.

24 CFR Sec. 3500.14 (g) states that Section 8 of RESPA permits:

A payment to any person of a bona fide salary or compensation or other payment
for goods or facilities actually furnished for services actually performed.

Thus, while RESPA explicitly prohibits lenders from paying agencies for providfegals the Act
does allow lenders to pay fees specifically associatedseithices

Oncea housing counseling agenless decided to enter into a relationship with a particular lender,
HUD requires that you enter into a Memorandum of Understanding, signed by both parties, to

formalize your relationship(An exampl e MOU can be) Thepupaseodn HUDO

the doaiment is to outline the expectations of both part@stline the terms of your agreement to
ensure compliance with RESR@&quirements and additionalliye two following terms should also
be included in the agencybés MOU

1. The client will choose betweaomparable products from at least 3 different lenderd
2. The fee income is based on services rendered, NOT on the amount of the loan.

Fees for Housing Counseling and Related Services

Participating agencies may charge reasonable and customargrfeesi$sing education and
counseling services (including HECM counseling see additional guidance below) as long as the
cost does not create a financial hardship for the client.
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Participating agencies must assepeses® clientds
determine if charging the client a fee for service will create a financial hardehgagency

should examine factors including but not limited to, household income and debt obligations to
determine a clientbs dcks. | ity to pay for couns

If an agency serves a client with an annual housdahotine ofless than 200% of the Federal
Poverty Level the agency should consider waiving the fee in its entirety or reducing the fee to an
amount the client can afford to pay.

Additionaly, fees must not be charged fmtucation or counselingrovided in the following
services areas: mortgage delinquency; default or homelessness.

An agencyob6és fee schedule must be posted in th
viewed by allvisitors to the agency, and must be available to HUD for review. In addition, the

fee schedule must be communicatedballyto all potential counseling and education recipients

prior to the provision of services:ee schedules must include the cost eflitreports, if

applicable.

Only the portion of the counseling or education session not covered by fees can be charged to the
HUD Housing Counseling NOFA grant if fees charged to the client do not cover the full cost of

the sessionClients cannot be charged for the initial client intake (See Chapter 3, Paragraph 3

3). Clients can only be charged a fee for housing counseling and education services provided as
described in Chapter. 3

A. If an agency chooses to charge fees, the agensy econform to the following guidelines:
1. Provide counseling without charge to persons who cannot afford the fees.

2. Fees must be commensurate with the level of services proeidede reasonable and
customary for the area.

3. Agencies may not impose feegon clients for the same portion of or for an entire
service that is already funded with HUD grant funds.

4. The agency must disclose all fees that will or rnaycharged to the client, prior to the
beginning of counseling services.

Note: Additional guicance on fees for HECM cliert$n accordance with the regulations at 24

CFR 214.313the Federal Housing Administration (FHAJs determined thagencies
participating i n HUDO& smakichange a feegior BECM cosiresélingn g Pr o
services asong as the cost is reasonable and customary, does not create a financial hardship for

the client, and meets the other requirements of the regulation. The housing counseling agency
must make a determination aboutudedactard,i ent 6s ab
including, but not limited to, income and debt obligations. HUD recommends that the housing
counseling agency have written procedures in place for determining ability t&pely.
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procedures should support that a determination is baselj@ctive criteria, and not a subjective
determination. The counseling file of each client charged fees should include documentation
demonstrating that the cost does not create a financial hardship.

A clientmust not be turned away because of an inalidifyay. Moreover, the housing
counseling agency may not withhold counseling or the Certificate of HECM Counseling based
on failure to pay.

B. Credit ReportsThe agency may also be reimbursed from clients for the direct cost of
obtaining copies of clientsd credit reports
a hardship for the client. In cases where the participating agency receives a d@cent
cost of credit reports, this discount must be passed on to the dliempostediee schedule
must include the amount the housing counseling agency will charge for obtaining client
credit reports, if applicable. If an agency receives a disdouttte cost of credit reports,
this discount must be passed on to the client.

Debt Management Service FeddUD considers debt management service as an activity related
to, but apart from, the housing counseling procésswvolves the client turninfunds over to

the agency that then distributes the funds to creditors via agency checks. Parabdagls Aot
applyto charges for debt management services even if the clients are also housing counseling
clients. If both debt management fees and mousounseling fees are charged to the same
client, the agency must clearly differentiate between the two.
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CHAPTER 8. APPEALS

Who May Appeal An agency making an application for approval, an approved or participating
agency seeking fapproval or continued participation, an agency issued a letter terminating
HUD approval or participation, or an agency placed in inactive status involunsaaly have

the right under 8214.205 to appeal any adverse decisions rendered by HUD.

Appeal ProcessAn appeal must be in writingAn applicant or participating agency may make
a formal written appeal by writing to the HUD office of jurisdiction showlot. The appeal
may include a request for a fateface meeting with the appropriate HUD office staff.

A. Local entities and muklstate organizations must make an initial appeal in writing to the
reviewing HUD office (Sedppendix1 for the list of HUD dfices). If the initial appeal
does not result in a reversal of the original decision, the agency may appeal in writing to the
appropriateHUD Homeownership CentéHOC) Director.

B. National and Regional Intermediaries must make their initial appeal in writing to Director of
Single Family Housing’rogramDevelopment at HUD Headquarters. In the event that a
second appeal is necessary, it should be sent to the Deputy Assistant \siar&iagle
Family Housing at HUD Headquarters.

Timeliness of AppealsHUD must receive an appeal within 30 days of the date of the HUD
decision letter to the applicant agency. HUD is not bound to review appeals received after this
30-day period.

Other Action Nothing in this section prohibits HUD from taking such other action against an
agency as provided in 2 CHRrts 180 and 242dr from seeking any other remedy against an
agency available to HUD by statute or otherwise.
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APPENDIX 1

HUD Office Contact Information

Applicants and participating agencies may contact the following offices to obtain technical support for
HUDG6s housi ng c dApphicatiens mustgoe sulbbnuttgd tatme .appropriate office based on
type of organizatio or geographic location of the main officEontact information is also available at
http://www.hud.gov/counselors/

National and Regional Intermediaries

Mail applications to:

Director, Program SuppoRivision

Office of Single Family Housing

HUD Headquarters, ®omB-133i Plaza 2206
451 Seventh Street, S.W.

Washington, D.C. 20410

For technical assistance conta@02)4022209

Local Housing Counseling Agencies, Multstate Organizations, and Statédousing
Finance Agencies

Contact theHUD Homeownership Centénat has jurisdiction over the state where the main office is
located.

Connecticut, Delaware, District of Columbia, Maine, Maryland, Massachusetts, Michigan, New
Hampshire, New Jersey, NewrkK,00hio, Pennsylvania, Rhode Island, Vermont, Virginia, and West
Virginia

Mail applications to:

U.S. Department of Housing and Urban Development

PhiladelphiaHUD Homeownership Center

ATTN: Director, Program Support Division

The Wanamaker Building, 10®enn Square

East Philadelphia, PA 191€B880

For technical assistance contadt(800) 2255342

Alabama, Puerto Rico, Florida, Georgia, lllinois, Indiana, Kentucky, Mississippi, North Carolina, South
Carolina, and Tennessee
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Mail applications to:

U.S.Department of Housing and Urban Development
AtlantaHUD Homeownership Center

ATTN: Director, Program Support Division

40 Marietta Street,"8Floor

Atlanta, GA 30302806

For technical assistance conta¢t04) 3315001

Arkansas, Colorado, lowa, Kaas, Louisiana, Minnesota, Missouri, Montana, Nebraska, New Mexico,
North Dakota, Oklahoma, South Dakota, Texas, Utah, Wisconsin and Wyoming

Mail applications to:

U.S. Department of Housing and Urban Development
DenverHUD Homeownership Center

ATTN: Director, Program Support Division 2@loor
1670 Broadway

Denver, CO 80202801

For technical assistance contadt(800) 2255342

Alaska, Arizona, California, Guam, Hawaii, Oregon, IdaNeyadaand Washington

Mail applications to:

U.S.Department of Housing and Urban Development
Santa AndHUD Homeownership Center

ATTN: Director, Program Support Division

Santa Ana Federal Building

34 Civic Center Plaza, Room 7015

Santa Ana, CA 92704558

For technical assistance contat14) 7961200 ext. 3210

73



APPENDIX 2

HUD Handbooks

Handbooks may be downloaded frémtp://www.hud.gov/hudclips/

1378.0

4235.1

4240.4

4330.1

4350.1

4350.3

4381.5

7420.3

7465.1

7472.1

8024.1

Tenant Assistance, Relocation and Real Properties Acquisition
HomeEquity Conversion Mortgages

Rehabilitation Home Mortgage Insurance

Administration of Insured Home Mortgages

Project Servicing

Occupancy Requirement

The Management Agents Handbook

Section 8 Housig Assistance Payments Program

Public Housing Occupancy Handbook

Indian HOME Program Grants Administration

Title VIII, Complaint Intake, Investigation and Conciliation Handbook
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Identified below are frequently used website addresses. Addresses may periodically change. If you are having

APPENDIX 3

Website Addresss

problems accessing a particular sitere are many ways to get help:
1. Go t o HUD DO kttp:Mwev.lsud.geeandause the Search box top left

2. Contact the appropriatdUD Homeownership Centdisted inAppendix1
3. Call 1 (800)CALL FHA
4

Send an mail to: info@fhaoutreach.com

Information
Source

Web address

Website purpose

HUD Main Page

http://www.hud.gov

The main web pagadcludes
HUD news, highlights, program
and contact information for the
publicand HUD partners.

HUD Main Page

http://espanol.hud.gov

In Spanish Includes HUD

in Spanish news, highlights, program and
contact information for the
publicand HUD partners.

HUD Client http://www.hud.gov/hudclips/ H U D dibsary for HUD provides

Information and
Policy System

links tohandbooks, mortgagee
lettersand forms. The site also
explains how to order HUD
pamphlets and publication&.
also includes links for the
Federal Register.

HUD Housing
Counselor Main
Page

http://www.hud.gov/counselors/

This page provides links to the
Housing Counseling System,
training opportunities for
housing counselors, frequently
asked questions, how to becom
a HUD approved housing
counseling agency, grant
information.and HUDO®O s
mortgage housing counseling
network.

HUD Client http://www.hud.gov/counselors/ This link provides information
Management Click on Client Management System | about CMSnterface requiremen
System (CMS) for housing counseling electron
Main Page systems including interface
requirements, HCS compliant
vendors, security information,
and frequently asked questions
HUD National http://www.hud.gov/offices/hsg/sfh/nsc/| This page provides links to loss

Servicing Center

schome.cfm

mitigation servicing guidelines
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for housing counselors,
mortgagedettersand training
information sp
loss mitigation program.

HUD http://portal.hud.gov/portal/page/portal/| This page has links to income

Grantees/Non UD/groups/grantees limits, fair market rents, and

Profits main other information useful telUD

page grantees and nonprofits

HUD User http://www.huduser.org/portal/ Mai n page for
Research Information Service,
includes over 1,000 free
downloads of data sets, reports
and publications.

American http://www.aarp.org This page includes information

Association for
Retired Persons

on Reverse Mortgages

Area Agency on

www.eldercare.gov

Aging
Fannie Mae http://www.fanniemae.com/global/pdf/h{ This page also includes
mebuyers/moneyfromhome.pdf information on Reverse

Mortgages

Grants.gov http://www.grants.gov The site provides information

Federal grant about federal grant programs a

information ontline grant application
submission.

Office of http://www.omb.gov This site providesadditional

Management anc
Budget

information on federal
regulations governing federal

financial assistance
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HECM Counseling Protocol
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|. Objectives of Reverséortgage Counseling

The objective of reverse mortgage counseling is to educate clients on:

U How reverse mortgages work and the implications of reverse mortgages,

U The appropriateness of a reverse mortgage for their personal and financial situation, and
U Possible financial &rnatives to reverse mortgages

The following topics must be thoroughly covered in every reverse mortgage counseling session:
0 Client Needs and Circumstances

Features of Reverse Mortgages

Client Responsibilities Under a Reverse Mortgage

Costs to Obtain a Reverse Mortgage

Financial/Tax Implications of a Reverse Mortgage

Financial or Social Service Alternatives to Reverse Mortgages

Warnings About Potential Reverse Mortgage/Insurance Fraueh®s and Elder Abuse

[ ent I ent BN et et B e 3 i

Current HUD reverse mortgage counseling policies appear in Attachment A. Additional resources for
counselors appear in Attachment Besources for clients appear in
AttachmentC.

ll. Reverse Mortgage Counselor Roles an&esponsibilities

Role of the Counselor

The counselorés role is to educate the client ab
appropriateness of a reverse mortgage or other fifanciept i ons t o meet the clie
counselor should noell the client whether to proceed with a reverse mortgage, or which reverse

mortgage product to use, but should provide guidance and resources to enable the client to make an
informed decision. The counselor must provide ongoing support to the cliaeighbrd the process.

Responsibilities of the Counselor
Client Education on Reverse Mortgages and Relevant Financial/Housing Options

The counselor must provide the client with a discussion of reverse mortgage products and other
financial, social servicend housing options within the contex
order to do so, the counselor must be familiar
must work with the client following the requirements of Attachment B.X2¢ét er mi ne t he c |
financial situation. The counselor must counsel the client on reverse mortgage features covered in

the section fiFeatures of Reverse Mortgageso and
alternatives prlotvedeatinesiFaméansSu@mapl édment s. o

Counselors must follow this Protocolvhen counseling their clients. Counselors must ensure that
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clients receive HUDOGs required handouts (1listed
the clients need to assisttheir decisioamaking. The agency must also agree in its housing
counseling plan to HUDOGsSs quality control measur
performance reviews or other actions as determined by HUD.

Objectivity, with No Conflicts of Interest

The counselor must consider each clientds uniqu
appropriate options for the clienThe counselor must remain objective when discussing these

products and options and must not steer the client in a partiixdation.

Counselors must not participate in sales or lending transactions as real estate agents, loan officers or
appraisers, or as agents who sell kbegn health insurance policies or annuities. The Housing and
Economic Recovery Act of 2008 prohbienders or any other party from requiring HECM

borrowers to purchase insurance, annuities or any other additional products as a requirement or
condition of eligibility for a HECM loan. Counselors must not perform, or offer to perform, any
services thatonflict, or appear to conflict, with the best financial interests of the client.

Detection and Prevention of Fraud and Elder Abuse

The counselor must be sensitive to the clientos
cl i ent 6 s egsandctiicunatdnees. If the counselor believes that the client is being

pressured by a family member, a lender, an investment or financial consultant, an insurance agent, or
any other party, the counselor must request that other individuals who hiwanuial interest in

the reverse mortgage be present during the counseling session (e.g. family members, attorney,
trusted advisor, etc.) to help protect the clie
that it is his or her decision go forward with a reverse mortgage and not the decision of others.

If fraud is suspected, please contactitb Homeownership Centernd HUDG6s Of fi ce of
Inspector Generals listed iPAttachment B.13.

Sensitivity to Clientsd Circumstances

Counselorsmst be sensitive to a clientds engagement
believes that the client is not benefiting from the counseling session because of hearing deficiencies,

lack of languageomprehensioor other significant impairment, the counselor must recommend that

the session be +&cheduled with an accompanying family member, trulstedd or advisor. In

addition to these issues, counselors should be sensitive to any dsiueal thainterfere with the
clientés understanding of the counseling sessio
these issues prevent the client from benefitting from the counseling.

Issuance of the Counseling Certificate

Counselors must withhold tle®unseling certificate if they reasonably believe that the client:

1. does not have an adequate understanding of a
uni que situation, and the clientds own respon

2. is being coerced into obtaining a reverse mortgage; or

3. is a potential victim of fraud

Reviewing the Clientds Level of Understanding
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The counselor must make specific effortsedwview thec | i éewnet obuaderstanding of reverse
mortgages, including thiellowing:

1. The basic mechanics, requirements and implications of a reverse mortgage;

2. The i mpact on the clientdos personal financi al
interested; and

3. The clientds r espons ieddericyunderdhe matgade r equi r e ment
Review Tool

Attachment B.10 provides a list of questions the counselor must ask to assess client
comprehension. Counselors must ask questions about reverse mortgages in general and
guestions appropriate to the specific cliensituation. The client must be able to answer five of
the ten questions in order to receive the counseling certificatkuring the first session These
guestions will be interspersed throughout the session. The counselor will ask questions in the
spirit of a review throughout the counseling sessigmather than an exam at the end of the
sessionin order to avoid intimidating or insulting the client.

The counselor may discontinue the session without issuing the certificate if it is apparent early in the
counseling session that the client is not able to understand the material. Refer to Attachment B.10
for the appropriate course of action in this case.

Following Up with Clients

The counselor must follow up with clients to answer any additional quesioh® determine the
outcome of the counseling sessidounselors must make a reasonable effort to follow up with the
clients to ensure that they are progressing toward their housing goals and meeting their financial
needs, to modify or terminate housitmunseling, and to learn and report outcomes to HUD. The
Counseling Session Protocol provides further details and timeframes for following up with the client.
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lIl . The Counseling Session

In addition to understanding reverse mortgage products and keepiaglafe with the market,

counselors must be able to work with a diverse group of potential borrowers with varying levels of
education and financial literacfeach counseling session masnsist of a discussion of reverse
mortgage features that i s tnaedshndfinandialgoals.t he cl i ent

This section provides:

A. Information on the Counseling Process

B. Steps in the Counseling Process

C. Protocol that Counselsmust follow to set up, conduct, and follow up on the Counseling
Session

A. Information on the Counseling Process

U Paying for Counseling
Agencies participating in HUDOGOs Housing Counsel
for HECM counseling services if the fee is: 1) reasonable and customary; 2) does not create a
financial hardship for the client; 3) commensurate with the lefvetrvices provided; and 4) meets
all other HUD requirements (refer to Attachment A.2 for further details). Lenders may not pay for
counseling services directly or indirectly.

Agencies may charge a higher fee for clients needing multiplerime, o prolonged sessions;

however this higher fee may only cover the actual cost of the services provided. Agencies may not
turn clients away because of their inability to pay and may not withhold the Counseling Certificate
because of a pay.iGCeunseling agéenaes maylcdlldctythe fe@prior to conducting
the counseling session or they may be paid from the reverse mortgage proceeds.

U Lender Referral
No lender, or party associated with or acting on behalf of the lender, may contact aiegunsel
agency on a Glidnts musttcdantct dceumselind agency directly and personally to
initiate the counseling process and schedule an appointmMéren the client calls to schedule an
appointment, the counselor must mail, fax, oremailUD r equi red handouts to

If a client has already been in contact with a lender, the counselor must respect that established
relationship by neither encouraging nor discouraging the continuance of the relationship. The
counselor mustcontintieo f ocus on the clientédés unique finan

Clients who demonstrate a detailed knowledge of reverse mortgage features may receive a summary

overview of the required topics. The counselor must ensure that the client understands the features
of the specific reverse mortgage in which he or she is interested.
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When clients have already met with a lender and have received specific reverse mortgage product
details, it is appropriate for counselors to discuss the features presented as theythppiijent.
Counselors must use a reverse mortgage loan comparison tool to compare proposed products with
other available mortgages. Counselors must discuss the results of the comparison with clients, and
must not steer clients toward or away from gpetenders or reverse mortgage products.

The lender may not contact a counselor or counseling agency to:
1. Discuss a clientdés personal i nformation, inc
2. Request information regarding the topics coverea eounseling session; or
3. Check on the progress of the counseling session.

Similarly, counselors and counseling agencies may not discuss any of these topics with a lender.
To report instances where the lender is attempting to influence the outctimecotinseling
sessioncunsel ors may c ofinspadatot GehkldDidine byOf f i c e

e Phoneat(800)347-3735

e EmailatHOTLINE@hudoig.gov

e FAX (202)7084829.

Lenders must provide every client with a list offlewer than nine HUERpproved counseling

agencies that can provide HECM counseling, five
state, and at least one agency must be located within a reasonable driving dist@nather four

agencies (which offer services nationwide) must be:

National Council on Aging (800)510-0301

Consumer Credit Counseling Services of Atlan{866)616-3716
Money Management International (MM1)(877)908 2227

National Foundation for Credit Counseling (NFAQQB66)698-6322

Counselors must confirm that clients understand that lenders may take, but not process a loan
application, or charge for any applicatioglated services until the lender receives a sigogg of
the counseling certificate from the cliemtdditional guidelines regardinacceptable lender
activities prior to receiving a counseling certificate appear in Attachment A.8.

Impact of Referrals and Market Conditions

Counselors must be awarebfé cl i ent 6s | evel of knowledge abolt
biases or concerns the client may have concerning reverse mortgages in general or to any specific
product.
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U0 Faceto-face Counseling
HUD encourages faem-face counseling, and certatates require faet®-face counseling for all
borrowers considering a reverse mortgagGeunselors who meet with clients faceface may be
better able to assess client needs and compreher@@omselors who are unable to meet with
clients faceto-face and who instead engage in telephone counseling must be particularly sensitive
the clientbés engagement in the session and unde

U Telephone Counseling
Clients may receive telephone counseling unless such counseling istptbimliheir state.
Tel ephone counseling must not commence until th
(Attachment B.1) and has had adequate time to review the documents. Because the counselor may
have difficulty ga utgnthegoursdlirg sesdion, the dodnselorenug @ramgtme n
the client for questions, concerns or points of confusion during and after the counseling session.

U Emergency Counseling
Emergency counseling is HECM counseling that occurs without the client scheduling an
appointment in advance. The client may receive emergency counseling by phone or in person only
if:
A The client is in imminent danger of losing his or her home or
A The cient requires access to funds for impending medical treatment, and he or she is not able
to access these funds without obtaining proceeds from a HECM.

HUD permits emergency counseling without a prior appointment, and recognizes that in emergency

crcumstaces, it is unlikely that the client has re
that the borrowers provide documentation that the emergency counseling is necessary. The
documentation should indicate t hbaingforetlemsedorl i ent 0 s

that the client needmpending medicareatment. Unlike scheduled fateface or telephone

counseling, counselors who are participating in emergency counseling are not required to provide
relevant materials to clients prior to the counseling session. Although counselors may be able to

descibe product features to clients throughout the session, clients will not have reverse mortgage
materials unless a lender has provided them previously. Counselors must provide clients who
receive emergency counseling wesourdemdtddi@lés require
immediately after the session. These may be sent via éaxail; regular mail.Information on

handouts to clients is in Attachment B.

U Issuing the Counseling Certificate
Reverse mortgage counseling typically ends with the issuaraceafnseling certificate, validating
that the client received the required counseling and understands basic concepts about the mechanics
and implication®f reversemortgages and their alternatives, as required by law.

U How to Issue the Counselin@ertificate
The counselor may provide the counseling certificate to the client in person, by mail, or bjaéax.
counselor may also send the Certificate direct/l
verbal or written requestLenders mst have a certificate that is signed by the client and that has all
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the relevant information completed. Refer to Attachment A.8danseling certificatguidelines
andlender communications=HA will only accept HECM certificates generated from FHA
Connection when the lender submits the loan for insuring.

0 Reviewing the Clientds Level of Understanding
To review a clientés understanding of reverse n
interspersed throughout the session. The questions, sdlectethe list in Attachment B.10, must
be relevant to the clientds situation. The cou

answer five of the 10 questions correctly in the first session. Additionally the counselor must note in
the clent file that the certificate was withheld and the reason why it was withheld.

When the certificate is withheld in the first counseling session, the counselor must provide one of the
alternatives below to the client:

1. Offer to call the client back ahather time, e.g. the next day at a different time of day,

2. Ask if there is someone else the client could bring with them that they trust or who could
join them in a phone conversation,

3. Suggest that the client meet fatceface with another counselor andias the client with
finding another HECM roster counselor,

4. After all options are exhausted and the client is still not able to answer five out of ten
guestions correctly, the counselor will offer them additional time to further understand
reverse mortgage If the client is insistent, the counselor will issue a certificate and will
flag the certificate in FHA Connection so t|
understanding of reverse mortgages is minimal.

B. Steps in the Counseling Process

Thereare four required steps in the counseling process:
1. Intake
2. Counseling session
3. Client file update
4. Follow up

C. Protocol that Counselors must follow to set up, conduct, and follow up on the
Counseling Session

Step 1: Client Intake
The first step in theounseling process is an initial client screening and intake of client information
Intake may be completdny a trained assistant or theunselor, and must include the following topics:

A Client Information
A Client Name(s), Address, Date(s) of Birth
A Estimated Home Value, Location, Type
A Existing Debt on Home
A Any unpaid Federal Debt

A Client Objectives
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A Determine the clie

[ 0s main reason(s) for inv
A Discuss the client fin

nt
60s personal and ancial g
A Disclosure

A Counselors mustisclosethe fee structure for the counseling session at the beginning of the

~ session, or at intakgReferto Attachment A.2

A Counselors must determiifgpaying the HECM fees will cause the client financial hardship.

A Client Assistance
Counselor andlient discuss:
A Hearing or language problems
A Legal capacity

A Power of attorney

A Family/Advocate Participation
The counselor must encourage

p t i c i Ppadiciparasn by f
i n Reverse Mort gagirAtt&iomem A.4) i ng

ar
Sessionso
A Counseling Process Overview
The counselor must inform the client of the cou
reverse mortgage counseling. The counselor must advise the client that they have a choice to have a
faceto-facecounseling session or a telephone session. This choice should be documented in the
cl i easdfies

A Individualized Information
At intake, the counselor must stress the benefits of having the client receive and review the materials
thoroughly beforehte counseling session.

A The counselor must provide clIPiegarng®rYaur t h HUDOSs
Counseling Sessigittachment C.12)2) printout of loan comparisons; 3) printout of TALC
calculation; 4) loan amortization schedule; and B)NfationalCouncil on Aging (NCOA)
Booklet,Use Your Home to Stay at Homa Guide forHomeowners Who Need Help Natv
www.ncoa.org/rm The counselor may send these documents to the client by regular mail,
priority mal, faxor e mai | . Loan printouts must be rele
the counseling session.

A The counselor must establish that the client has received and thoroughly reviewed the
educational materials before the counseling session.

Except in situations where emergency counseling is necessary, clients may not proceed with the
counseling session until they have received the required informational packeeither the counselor
or areverse mortgage lender) and have had sufficier@ to review it.If the client received emergency
counseling, the counselor must send out the materials immediately after completing the session.
Additional suggestions for handouts are provided in Attachment B.2 of this document.

Step 2: Conducting the Counseling Session
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The counselor is required to discuss each of the protocol elements, with attention to the relevance of
each el ement to the clientdés specific situation.
each element and its impditons.

A Confirm Client Data
A Gather any additional client data not recorded in initial client intake and confirm any previously
recorded client data.

A Find Out Client Concerns/Interest in Reverse Mortgage
A Determine the main reason(s) for investigatingereg mortgages.
A Discuss personal and financial goals that may affect decisions about applying for a reverse
mortgage.
A Help the client understand how a reverse mortgage may affect his or her financial situation,
including income, assets, liabilities and debts, and current or potential expendiones.
clients may be uncomfortable discussing their financial situatiso, he counselor should
explain to the client that some financial information is necessary to discuss reverse mortgages
and other alternatives.
Address concerns about preserving assets.
Discuss the length of time the client plans to remain in his dndree.
Discuss the condition of the home and whether repairs or modifications to address
mobility/healthrelated issues, as well as future maintenance, are likely to be necessary.
Determine whether the client intends to secure an investment or annuithevithverse
mortgage loan. Thigsky strategyequires additional discussion and information.
The counselor must notify the client that lenders and HUD do not require estate planning
services in order to obtain a HECM.
The counselor must create a budgghg the Financial Interview Tool discussedittachment
B.12 based on t hedebtdndexpenséss i ncome, asset s,

> > > P>

A Discuss Client Needs and Circumstances

A This section presents many of the most common client situatiddhsounselors should become
familiar with these common issues and potential solutidins.not necessary to review this
entire section with a client.

A Counselors should use software printouts to walk their clients through their preferred loan
examplesas well as other relevantexamplése f er t o AClI i ent Scenari 0S
Vv, ACI i ent Need,sforéurheérd&dilss cumst ances

A Discuss Client and Property Eligibility

Basic borrower issues: age, deed restrictions

Power of Attorney an@onservator/Guardian (if applicable)

Property eligibility requirements for a HECM

Note: only the lender is authorized to make official determinations regarding the eligibility of
the homeowner and subject property; eligibility requirements vary fardiit proprietary
products.

A Residency and allowed time away for health reasons and time spent at a vacation home.

> >
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A Required repairs (including, if applicable, the 15% rule)
A Properties held in trust (if applicable)

A Introduce Reverse Mortgage Features

A Risingdebt/falling equity

Retention of title

Repayment requirement

Closed or opefended funding
Factors that determine principal limit
Payment plan options

Leftover equity

Loan balance

Growth rate of payment plans
Individual loan negativamortization schedule(s)
Future projections and comparisons
Non-recourse

scuss Reverse Mortgage Loan Costs
Origination fees
Third party closing costs including appraisal fee, credit report, and title search
Loan costs
Mortgage Insurance Premium
Sevwicing fee and set aside
Interest rate

scuss Borrower Obligations and Reverse Mortgage Implications After Closing
Repairs
Taxes and insurance
Financial implications
Effect on public benefits

>>>»>»0 >>>>>>0 D> D> D> D>

A Provide Information About Financial Alternatives

Sellingand moving

Deferred payment and home repair loans

Home equity loans

Social service alternatives

Property tax deferral and relief

SSI and Medicaid

Medicare (QMB/SLMB, Part D, etc.)

Other housing options (congregate housing, assisted living, etc.)

I I D I D D

A Provide Information on Reverse Mortgage Refinance
A Refinance for a lower interest rate
A Refinance to take advantage of home value appreciation and access to a greater amount of equity
A More information regarding refinancing can be found in Attachment B.7
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A Provide Information on HECM for Purchase
Counselors conducting sessions with clients who are interested in purchasing a residence with a
HECM should refer to the information provided in Mortgagee Letter 200%vhich can be
accessed oH U D dvebsite ahttp://www.hud.gov/hudclips/

A HECM homebuyers must be counseled on the following topics:

Role of the real estate professional,

Importance of legally binding sales contracts

Importance of home inspections in the buying process;

Ability to write an offer contingent on satisfactory home inspection;
Including repair expenses in the purchase agreement;

Role of the Appraisal in the buyg process;

Expenses associated with properties needing significant repairs;
Limited right to cancel transaction at any time prior to closing; and
The HUD1 Settlement Form

A Counselors must also advise clients on the following topics:

¢ Real estate professionals are required to provide clients with the FHA Amendatory Clause
and Real Estate Certification which can be found in Attachment C.13;

e There is no three day right of rescission for HECM mortgages being used for purchase,
unless reged by state law;

e | f the Appraisal Report states that the prop
repair of various deficiencies, these repairs must be completed before closing; If the borrower
pays for the repairs, payment must come froret bor r ower 6s personal as

e Borrowers may not borrow fundstocladgsal | funds to close must co
personal assets and must be available at closing.

A Counselors must caution clients regarding the following:
e Clients are not reqred to use a HECM to purchase any property;
e Foreclosed and shestle properties may require substantial repairs to be habitable, and it
may be necessary to perform these repairs prior to closing on the reverse mortgage. If so,
and if the borrowerispayig f or the repairs, then payment
personal assets, and not HECM funds; and
e Clients must not be rushed into purchasing a property.

A Counselors must repastispected fraudto the locaHUD Homeownership Center to the
Office of Inspector Generalsee Attachment B.13.

| Discuss Purchasing an Annuity with a Reverse Mortgage

This step is optional if all HECM proceeds will be used to pay off the forward mortgage.

The counselor must ask the client if he orish@nsidering using the loan proceeds to purchase an
annuity. If the client is considering an annuity, the counselor must inform the client that there are
ways to obtain an annuity other than through a reverse mortgage. The counselor must also discuss
the costs and implications of purchasing an annuity with the proceeds from a reverse mortgage. The
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counselor must explain that in some cases fixed monthly annuity advances that continue for life may
be smaller than the fixed monthly loan advances fronverse mortgage for as long as the client

lives in his or her home. If the client still expresses an interest in purchasing an annuity with the
loan proceeds, the counselor must give the client a copy of Attachment C.9, Using a Reverse
Mortgage to Buy an Anuity.

Counselors must remind their clients that only reverse mortgage borrowers themselves can
determine how to use the loan proceeds. Counselors must caution clients to resist pressure from
insurance agents, financial advisors or other individualsezomg the use of loan proceeds to
purchase an annuity or to invest in a risky venture.

Review Client Understanding of Session Contents

The counselor must review the topics of the session, and ask the clier@nasehquestions to

ensure that the clieninderstands the information and is able to make an informed decision. Refer to
Attachment B.10.

U Address Client Concerns and Questions
A list of frequently asked questions from clients is provided in Attachment C.10.

U Provide Additional Handouts and Resources
Additional handouts and resource guidelines are in Attachment B. HUD requires the client to
receive the handouts prior to the counseling session, except in an emergency. If the session was
performed as emergency counseling, the counselor mmstlp the materials at the session or
immediately after the session is completed. There are other handouts and resources in
Attachment C that may be useful to the client during or after the counseling sds=ioers
may also provide the handoutsAppendices8 and C.

U Issue the Counseling Certificate
The counselor may fax the certificate tothecliangd i r ect ly t o t he | ender
verbal or written consentGuidelines for issuinthe counseling certificate ahehder
communications & in Attachment A.1.

U Discuss Next Steps
A Referrals: Counselors may provide clients with information about approved lendarkst
of approved HECM lendesan be obtained by searchHgU D6 s wae bsi t e
http://www.hud.gov/ll/code/llsIcrit.cfm
A ResourcesCounselors must provide clients with additional information or resources that
may help clients decidehetherto pursue a reverse mortgage or other alternatifdsst of
these resources is Attachment C.

Step 3: Completing the Client File

The counselor must complete the client file at the end of the session. The use of electronic files is
acceptable Counseling agencies must maintain a separate, confidential file for every @lent.
cownselor must ensure that paper and electronic files are stored securely, and only accessible to
authorized individualsThe files mustontain all of the items listed in Attachment A.3.
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Step 4: Followup

The housing counseling work pl an -opecsmmurdcatbrai |t he
with the client to confirm that the client is progressing toward his or her housing goals, learn outcomes

and determine if the agency should modify or tern@reatunseling for the client.

A qualified housing counselor must conduct client folHo; hiring a thirdparty agency to conduct

follow-up services is prohibitedlhe counselor should make reasonable efforts to conduct a verbal
follow-up within 60 daysfter the counseling session (in person or telephdh#)e counselor makes

several verbal followup attempts without success, the counselor must write a letter or semdagirte

the client stating that the counselor htemptedo follow up, andmform the client that there is a need

for follow-up communication.The letter or email must request that the client contact the housing
counseling agency no later than 30 days from the date sent, to help the agency assess if additional client
services a necessary to assist the client in achieving his or her housing goals, or if the agency should
terminate counseling serviceRefer to Attachment B.4 for a sample Follbip Letter. Issuing surveys

to assess housing outconugges notmeet the requiremeiar client follow-up.

A Follow-up Phone Call
If the counselor is successful in reaching the client by phone, the counselor must review the
information discussed during the counseling session and the materials provided to thEhdient.
counselor must empkize that the client may call the counselor at any time after this initial phone
call with questions or concerns.

A Follow-up to Emergency Counseling
When the counselor performs emergency counseling and the client receives the information packet
during orafter the counseling session, counselors should24édib 48 hoursto contact the client so
that the client has time to review the materials and consider his or her options. Again, the counselor
must emphasize that the client may call the counselaydirae with additional questions or
concerns.

A Closeout or Outcome letter
After enough time has passed for the client to close on a reverse mortgage loan, the counselor must
send the client a letter to remind the client of borrower obligati@enerdly, this should occur
three to six months after the counseling sessidre letter must also remind the client to be cautious
of insurance agents offering costly annuities to be purchased with the loan proceeds, and other
individuals who may suggestudfesor t he | oan proceeds that are no

The letter must encourage the client to call the counselor with any additional questions or concerns and
include a survey for the client to report the outcome of the ses&mputcomdetter is not
necessary if the counselor has already called the client for foloand recorded the outcome (for
example, the client has closed on the loan, the client has no addiu@ssilonor the client will not
proceed with a reverse mortgage).
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V. Client Needs and Circumstances

Clients receiving reverse mortgage counseling have diverse needs and circumstances, which counselors
must consider when conducting the counseling sessionnselors should be able to discuss the
following topics,wih r ef erence to the clientsé specific ci

i

Property Value: Effect on Available Equity

The value of the clientds property determines
mortgage.Clients living in homes with high property values may be able to obtain higher proceeds
through proprietary reverse mortgage products than through HECMs, since HECM loans are subject
to a national FHA loan limit. Further, older houses may have loweriapdraalues, and some

houses may require certain repairs in order to qualify for a reverse mortgage. If you are counseling a
client on a HECM, the counselor must tell them about other proprietary reverse mortgage products
and provide a comparison of coatsd benefits. Additionally, other reverse mortgages are not

insured by the federal governme@ounselors should ensure that clients understand the benefits of
FHA mortgage insurance.

Borrower ds Age: Effect on Eligibility

HECMs are available only teniors age 62 or older. Other reverse mortgage products may have
different age requirement®ll borrowers on the loan must also be on the title and must be age 62 or
older. If a client considers removing a younger spouse from the title in orderligible ethe

counselor should caution the client about possible consequences for therrawer spouse. For
example, in the event of the borrowero6s death
payable. The counselor should also advise tleatcthat the younger spouse may be added to a new
HECM loan when he or she has reached the age of 62 via a HECM refinance. HECM refinancing is
not guaranteed, and will depend on the eligibility of the clients and the equity in their property, as
well as he availability of HECM loans.

Borrower 06s Age: Ef fect on Access to Equity
FHA includes life expectancy in the formula to determine reverse mortgage proceeds. Older
borrowers are usually eligible for higher initial limits on principal. If there is ni@e one
borrower on the loan, FHA requires the lender to use the age of the youngest borrower for the
HECM loan calculations. Other reverse mortgage products may use different calculations to
determine proceeds based on the age of the borrower or mhtiipéevers.

Income Requirements: Effect on Reverse Mortgage
There are no income requirements or restrictions for reverse mortgages. Reverse mortgage proceeds
are not income, and therefore are not taxed. However, clients must consider their cumestanco

r

h

determine i f reverse mortgage proceeds are appr

current income does not his or her needs, a reverse mortgage may be a useful financial alternative to
allow the client to remain in the home andimain a comfortable way of life into old age. Clients

must also consider how their income may change in the future and if there are alternative ways to
supplement their income.

Investment Requirement: Effect on HECM for Purchase
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Clients interested in HECM to purchase a new property should receive counseling about the
monetary investment required at closing. At closing, HECM borrowers must provide a monetary
investment, whiclis the difference between the HECM principal limit and the sales pri¢e of t
property, plus any HECM loarelated fees that are not financed, minus the amount of the earnest
deposit and/odown payment Borrowers may provide a larger investment amount in order to retain
a portion of HECM proceeds for future paymentsvithdrawals.

Length of Time Remaining in the Home: Effect on Costs and Obligations

The costs of a reverse mortgage are ffoatled. Unlike a forward mortgage in which costs are

folded into the monthly mortgage payments and paid over time, the costsveirse mortgage are

paid (and usually financed) at the time of origination. As a result, the total origination cost of the
loan, relative to the loan amount, decreases over time. Therefore, the counselor and the client must
discuss how long the clieekpects to remain in the hom€lients who are planning to move in the

near future may find the costs of the reverse mortgage burdensome compared to the costs of directly
selling their home to meet their financial neeBg.contrast, clients who plan stay in their homes

for a longemperiodare more likely to realize a lortgrm benefit from the HECM loan.

Clients also must consider what the implications of a reverse mortgage are on their obligations and
debts. For example, will they be able to payxés and insurance and still maintain the horié#t
they be able to pay forihome care if that becomes necessary?

Using a HECM to Purchase a Less Expensive or Smaller Property

If the client currently has a HECM on his or her property, thatliennaustb at i sfi ed pri or
endorsement of the new HECM for purchase. A borrower may not have two HECM mortgages at

the same time. When considering a HECM to purchase a new property, counselors must advise

clients to obtain a home inspection, particuldrthe home, which the client intends to purchase,

available because of a foreclosure or a short S&lese properties may require extensive and costly
repairs.

Payment Plan Options, and Their Effect on Current and Future Financial Obligations
Clients may choose from several payment plan options:

A Line of Credit: The line of credit is the payment plan most borrowers choose. It is often a
solution for clients who can no longer afford their forward mortgage, but otherwise have enough
funds tocover their daily living expenses. The proceeds from the HECM must be sufficient to
pay off the forward mortgage and any other liens on the property.

With the line of credit option, clients can draw varying amounts of money at unscheduled
intervals of ime. This plan is useful for those clients who want a particular sum of money up
front and would maintain a balance upon which to draw in the future. The remaining available
funds in the line of credit will grow at the note rate as it adjusts over piroeiding the client
access to a larger line of credit over time.

Clients may also choose to draw all of the proceeds at cloSiognselors must caution clients

against withdrawing all funds at closing if there is not an immediate need to do sos @hent
draw all proceeds at closing will accrue interest on the loan balance and will not benefit from the
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credit line growth feature. Counselors must warn clients away from lenders who seek to advise

them on how to use the loan proceeds, particularheifénder is urging the client to purchase
an annuity or other investment.

A Tenure: This plan provides a fixed monthly disbursement and is particularly useful for clients
who intend to remain in their homes for a Igregiod and who know how much mongyey
need to meet their monthly expenses. Although tenure plan calculations are based on clients
reaching the age of 100 years, clients will continue to receive payments for as long as they
remain in the home.

A Term: The term plan provides a fixed mbht disbursement to clients for a set number of
years. This plan provides security of income to clients who know how long they will remain in

their home and how much money they need each month. Because the available funds may be

disbursed over a shortperiod than under a tenure plan, clients may receive larger monthly
payments than they would under a tenure plan.

A Combination: This option enables clients to combine a line of credit plan with either a @nure
a termplan. It is beneficial for clientwho need a fixed amount of money each month and who
want to reserve funds for unforeseen expenses or for their heirs if they do not need the funds.

Paying Off the Existing Mortgage and All Other Liens

The HECM proceeds must be sufficient at least to fiiagllcexisting liens on the home. If the
HECM is large enough, it may be a good option for a client who wants to pay off a forward
mortgage and receive additional monthly income.

Recurring and Future Expenses

The counselor must help the client consider
clientés current income meets existing and
reverse mortgage for these expenses.

Recurring expensesclude:
A Property taxes

A Hazard insurance
A Home maintenance

Future expenses may include:
A Home repairs

A Ramps

A Grabbars

A In-home health care or assistance
A Other medical expenses

Availability of Public Benefits to the Client

Counselors must determine whether¢hent receives public benefits (e.g. SSI, Medicare, and
Medicaid). If not, counselors must inform clients about their potential eligibility for such benefits.
Counsel ors wi l |www.bendfitsceakup.orgvehichdliovisAigess to check
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eligibility for frequently utilized public benefit programs. If the client has an income below 200% of
the Federal Poverty Level or is disabled, counselors must run BenefitsCheckUp to inform the client
of programs fowhich he or she might be eligible and provide the client with appropriate forms or
referrals.

A reverse mortgage may be a substantial supplement to public benefits for seniors; however,
counselors must make clients aware that a reverse mortgage ntaytediieeligibility for some
public benefits if they allow their loan proceeds to accumulate. See Attachment B. 9 for more
information on public benefits, financialternativesand supplements for seniors.

The Reverse Mortgage and&statehe Borrower 6s Heirs
Some clients may be concerned about leaving an estate to theirR@pexrse mortgage borrowers

who remain in the home for many years may use a large part of their home equity, reducing the
amount they can leave to their heirs. However, ssvarortgage borrowers do not have to use all of

the equity made available through the reverse mortgage. The different payment options enable
borrowers to preserve varying amounts of equity.

Counselors must advise clients that fluctuations in the vdiltreew property over time may increase
or decrease their equity. Further, the age of the youngest borrower is a factor in calculating the
allowable principal amount of a HECM loan.

Client Scenarios and Loan Comparisons

Prior to conducting the counselisgssion (except in an emergency), the counselor or the counseling
agency must provide the client with the following documents: a loan summary; an amortization
schedule; and comparisons of the different reverse mortgage loans available to the client.

Courselors must use loan comparison software that generates a set of loan options to help clients
understand what a reverse mortgage requires; the timing of payments in a reverse mortgage; and the
purposes and benefits of the loan. If the client is seekingrgeinformation only, then the

counselor should use loan examples. If the client is interested in a particular loan or loan feature, the
counselor should use this information in addition to providing examples of loans with different
features for compagon. Attachment B.11 provides information on loan comparison software.
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V. Features ofReverse Mortgages

Overview of Reverse Mortgage Programs and Product Features
Counselors must discuss the features of the reverse mortgage that are relevardoth@rnt s 6 si t u a
or interests.

U Eligibility

A Borrower Eligibility

Property Eligibility

Required Repairs

Properties Held in Trust (if applicable)

Power of Attorney and Conservator/Guardian (if applicable)

> > > >

U Loan Features
A Reverse Mortgage Products
LoanLimit
Principal Limit
Payment Options

e Line of Credit

e Tenure

e Term

e Combination Payment Plans
A Interest Rate

e Adjustable Interest Rates

Margin/Index
Interest Rate Cap
Fixed Interest Rates
Expected Rate

e Note Rate
Leftover Equity
Mortgage Insurance
Retention of Title
Repayment of Debt

> > >

> I I D

U Loan Costs

A Mortgage Insurance Premium

Servicing Fee and Set Aside

Third Party Costs (Appraisal, Credit Report, and Processing Fees)
Origination Fee

Financing Closing Costs

Payment Plan Change Fees

Total AnnualLoan Cost (TALC)

I > > > >
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U After Closing

A Disbursement of Funds

Right of Rescission

Borrower Obligations

Loan Payable Events/Repayment of Debt
Prepayments

Impact on Public Benefits

Income Tax Implications

Ability to Change Payment Options

I I D D D> >

Eligibility

U Borrower Eligibility
All borrowers must be 62 or oldelf both husband and wife are on the title to the property, they
must both be at least 62 years old in order to qualify for a HEEMounger spouse may take his or
her name off the title of the propgiit order to allow the eligible spouse to participate. Then, when
the younger spouse turns 62, he or she may be added to the loan if the borrower chooses to
refinance. However, there is a significant risk associated with removing tHsormmanwving spous
from the title in order to pursue a reverse mortgage. If the borrowing spouse should die, the reverse
mortgage will become due and payable and thebmwrowing, nortitled spouse may be forced to
sell the home to pay off the loan.

Borrowers must recee reverse mortgage counseling from a Hajgproved housing counseling
agency before applying for a HECM loan with a lender.

Borrowers must maintain their principal residence in the property securing the HECM loan. They
cannot leave the property for neathan 12 months. Borrowers may have only one principal
residence.

Borrowers who have an existing mortgage on their home must either pay it off before getting a
reverse mortgage, or use an immediate cash advance from the reverse mortgage to pay it off.
Borrowers who do not pay off the mortgage before obtaining a reverse mortgage, or who do not
qualify for a sufficiently large cash advance to pay off the existing mortgage, will not be able to get a
reverse mortgage.

If the closing proceeds from the HEAbaN are not sufficient to pay off existing liens on the
property, the borrower may not incur additional financial obligations, such as a credit card cash
advance or an additional lien against the property from a home equity loan, to pay off the existing
liens. FHA regulations require that borrowers have no outstanding federal financial obligations or
liens on their property to get a HECM loan.

To be eligible for a HECM for Purchase, clients must be able to make the required monetary
investment at closingThis investment is the difference between the principle limit of the HECM

loan and either the sales price of the property or its appraised value, whichever is less. Clients may
use cash on hand or funds from the sale of their existing property ottfeasale of personal assets

such as retirement accounts and stocks to satisfy the monetary investment requirement. Clients may
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not use Agap financingo or other interim financ
or any other financial digation that cannot be satisfied at closing. Additionally, sellers may not
provide any concessions, except to reduce the sales price.

Counselors must advise the client that |l ender s
credit check dung the application process.

Eligibility requirements for other reverse mortgage products vary from those for a HECM.

Property Eligibility

For HECM loans, eligible property types include sirigmily homes (one to fowunit properties),
manufactured hoes (built after June 1976), condominiums, properties in planned unit
developments, and townhouses. Properties held in a living trust are also eligible for HECM loans.
Counselors must be aware of HUD program changes concerning the eligibility of differpetty
types, as these requirements may change over time. Ghestonfirm the eligibility of their

property with their lender.

Properties eligible for HECM for Purchase must be one toedaitrproperties held in fee simple, or
on renewabldéeasehold lasting at least 99 years, or not less than 50 years beyond the date of the
100" birthday of the youngest borrower.

Newly constructegbroperties are eligible only if local authorities have issued a Certificate of
Occupancy or its equivalent.

Ineligible properties include the following:

A Cooperative units

A Boarding houses

A Bed and breakfast establishments

A Manufactured homes built before June 15, 1976

A Manufactured homes lacking HUD certification labels or a permanent foundation

Additionally,i f | i ppedo properties are ineligible for p
ineligible:

A Properties being sold by anyone other than the owner of record

Properties being reold 90 or fewer days from the previous sale

Properties being reold between 9&nd 180 days from the previous sale and the new sales price
exceeds 100% of the previous sales price and there is no additional documentation to validate the
propertyds value

A
A

Note: HUD may issue exceptions to these restrictions to accommodate hommsale
economically distressed areas. Potential borrowers must confirm with their lenders whether
specific properties are exempt from HUDG6s el i

A Borrowers must occupy the property within 60 days.
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U Modifications and Required Repairs
Borrowers must consider what modifications may
they age. For example, it may be necessary to add ramps, stability battstubs or wider
doorways for wheelchair access. Clients must consider whatheraceeds of the reverse
mortgage will cover the costs of these headtfated modifications.

Certainr epai rs, which affect tnmgbehquies tbrsa ptoetyitotba b i | i t
eligible for a HECM loan. The HECM may be closed befibre required repairs are completed if

the estimated cost of the repairs does not exceed 15 percent of the maximum claim amount. Funds
equal to 150% of the cost of the repairs, plus the administration fee, may be set aside from the loan.
Thefunds maynot be drawn until the repairs are compléfethe costs exceed the funds that have

been set aside, the borrower must pay for the repairs directly, or with any funds available in a HECM

line of credit. Repairs must be completed within the time statédeoloan documents at closing

(usually 6 months). Otherwise, the lender must discontinue all payments on the loan until the repairs

are complete.

U Properties Held in Trust
I f a clientbs property is being held in a |ivin
of other individuals (such as the borrower s he
mortgage if it meets all other eligibility criterialhe HECM application process is the same as for
properties that are not held in trust. FHA does not require a trust to be irrevocable for the property to
be eligible for a HECM. However, a lender may require the trust to be irrevocable as a céodition
approving a reverse mortgage.

U Power of Attorney and Conservator/Guardian
The counseling session may be conducted with a person holding a durable power of attorney for the
client. A person holding a durable power of attorney specifically desigrsedhtive incapacity may
execute necessary loan documents. To be valid, the legal documents establishing the durable power
of attorney must be prepared when the borrower is competent to understand the nature of the
arrangement. If the counselor suspelatt the Power of Attorney is fraudulent or that the agent is
abusing the use of the Power of Attorney, the counselor must refer the clienHtdhe
Homeownership Centén that region.

If a court has judged the homeowner to be legally incompetentrfcapable of decisiemaking),

the loan documents may be executed by a @ppbinted guardian/conservator and the reverse
mortgage counseling may be conducted with the guardian/conservator present.

Loan Features

U In aforward mortgage, the borrower makes monthly payments to the lender, gradually building up
his or her equity in the property. In a reverse mortgage, the lender makes monthly payments to the
borrower, gradually purchasing the equity in the home flerbbrrower. The borrower continues
to hold title to theproperty, whichs security for the loan.

There are three types of reverse mortgages:

98



A Single purpose reverse mortgageState and local government agencies usually offer this type
of loan, in whichthe borrower may use the proceeds in only one specific way. For example, the
borrower may use the proceeds for home repairs or payment of taxes. This type of reverse is
often restricted thomeownersvith low or moderate income.

A Proprietary reverse mortgage:Private lenders offer this type of reverse mortgage, which is not
insured by the federal government. Borrowers may use the loan proceeds for a variety of
purposes. Propriety reverse mortgages may be more suitable fofingpae borrowers with
high -value homes.

A Reverse mortgage insured by the Federal Housing Administration (FHA) The Home
Equity Conversion Mortgage (HECM) is a reverse mortgage insured by the federal government
through FHA. FHA insures participating lenders against losses on B, and designs and
administers the guidelines governing lender and borrower eligibility and use of HECM loans.
Borrowers may use a HECM for any of the following purposes:

e Paying off any existing forward mortgage

e Accessing home equity of a curreasidence (after satisfying any outstanding mortgage debt
on the property)

e Refinancing an existing HECM

e Purchasing a new residence and obtaining a reverse mortgage in a single transaction

U Loan Limits
HECM loan limits are set by law. The maximum HECM laamount is the lesser of the FHA loan
' imit or the homebds appraised value.

The loan limit on a HECM for purchase is the lesser of the FHA loan limit, the appvaisedr
the sales price.

Proprietary reverse mortgages may have higher loan limitdHB&Ms, or no limits at all. Clients
may want to consider proprietary products if they have a home with a high property value.
Counselors must inform clients aware that proprietary products may have higher costs or
substantially lower loato-value ratioghan HECMs.

U Principal Limit
The principal limit is the amount of money that a borrower may access through a reverse mortgage.
For HECM loans, the principal limit available to the homeowner is determined by multiplying the
maximum FHA insurance claim ammot (which is the lesser of the appraised value of the property or
the FHA loan limit) by a factor based on the age of the youngest borrower and the expected interest
rate, which may be no lower than 5.5 percent. The net principal limit is calculatesdiag)@and
increases each month by emeelfth of the sum of the note rate and the monthly mortgage insurance
premium rate.

i Payment Options
The lender disburses HECM loan proceeds to the borrower through the payment plan of the
borr ower 06s enureplinemereditot aeconmbinatian of line of credit with term or tenure
(Amodi fied ter moespectivBlypodi fi ed tenure
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A HECM borrower may request to change his or her payment plan at any time during the life of the
loan. The lender may chge a fee, not to exceed $20.00, for changing the payment plan. A
borrower may change the term of payments, receive an unscheduled payment, suspend payments,
establish or terminate a line of credit, or receive the entire net principal limit (the diff&emeaen

the current principal limit and the outstanding loan balance) in one payment.

The lender establishes plans with monthly payments to the borrower (term or tenure) by using the
net principal limit, the length of the term in months (for the tepteon, 100 years minus the age

of the current borrower), and the note rate. For either of these plans, borrowers may choose to
receive less than the maximum monthly payment allowed under the plan, in which case the
remaining funds are placed into a limiecredit.

Proprietary reverse mortgages may not offer different payment options. If the proprietary product
offers different payment plans, the lender may prohibit the borrower from changing the payment
plan, or require the borrower to pay a fee to gegplans.

A Line of Credit
The lender may offer the borrower the HECM proceeds through a line of credit. The borrower
may access the money at any time until the line of credit is exhausted. The line of credit is
exhausted when the loan balance equals¢h@rincipal limit. As with any HECM payment
plan, a borrower with a line of credit who uses up the entire principal limit may stay in the home
as long as he or she continues to pay homeowners insurance real estate taxes, and makes any
necessary home rajps.

The unused portion of the |ine of credit gr ows
the note rate. This is the same rate at which the principal limit and the loan balance grow, which

is the current interest rate plus 0.5 percerter&fore, the amount of funds available to the

borrower from a line of credit grows larger each month for as long as any funds remain.

Counselors must not tell clients that HECM cr €
is simply increasedccess to borrowing power, comparable to an increase in a credit limit on a
credit card. Moreover, all HECM payment pl an

line of credit. Counselors should advise clients that proprietary reverse momuagbave a
lower credit line growth rate, or no credit line growth at all, which will affect the amount of cash
available to the borrower over the life of the loan.

A borrower may receive the entire net principal limit from the line of credit at clasioga up

front draw or lump sum. This draw schedule is not a payment plan in itself but is an option with
a line of credit. A borrower may use this money to pay off an existing mortgage. If the client
has indicated that their lender is trying to creslsthem an annuity or other investment, the
counselor must provide the client with the OIG Hotline number to report the lender.
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A Tenure
Under the tenure option, the borrower receives equal monthly payments as long as the borrower
maintains primary res@hce in the home. Even if the loan balance exceeds the principal limit of
the loan, the borrower will continue to receive payments. The length of the term for tenure
payments is calculated by subtracting the age of the youngest borrower from 100ltyeargha
the borrower will continue to receive payments if he or she lives past 100 years of age.

A Term
Under the term option, borrowers choose a fixed period of time during which they receive equal
monthly payments. At the end of the term, the borrowers may remain in the home as long as they

fulfill their obligations under the terms of the mortgage by payheir property taxes and hazard
insurance, and maintaining the home.

A Combination Payment Plans
Borrowers may combine a line of credit optieith termor tenure payment optiondJodified
Tenure combines a line of credit with monthly payments asdsrtge borrower remains in the
home. Modified Term combines a line of credit with monthly payments for a fiieedd
determined by the borrower.

Note Rate

Counselors must ensure that clients understand the interest rate being charged by the laader for t
reverse mortgage.

For either adjustable or fixete loans, lower interest rates may be offset by higher origination
costs, which the borrower may pay at closing or finance in the loan. If closing costs are financed,
less cash will be available tbe borrower.With HECMs, origination charges are rarely paid by
increasing the interest rate because the higher rate results in result in a lower principal limit.

A Adjustable Interest Rate
The interest rates for adjustable loans are comprised of an index rate plus a margin. Currently,
HECM adjustable rate mortgages are based on either the Treasury Rates (adjusted to a constant
maturity of one month or one year; also called the Constant Maiueasury [CMT] index) or
the London InteiBank Offered Rate (LIBOR).

Rates that adjust monthly tend to reflect economic conditions on a timelier basis. As economic
conditions change, the adjustable rate will rise or fall to its maximum cap or minimum floor.
With an adjustable rate mortgage, the net principal limit willxgad the current rate, which will
fluctuate monthly or annually, whichever the borrower chooses.
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The chart below displays the eligible index types for adjustable rate HECM loans.

Eligible Index Types

Periodic Expected Average Mortgage
HECM ARMs Adjustments-Note Interest Rate or Expected Rate

Rate (Determines Principal Limit)

1-Month CMT 10-Year CMT swap
Monthly Adjustable | 1-Year CMT 10-Year CMT

1-Month LIBOR 10-Year LIBOR swap

_ 1-Year CMT 10-Year CMT swap

Annually Adjustable

1-YearLIBOR 10-Year LIBOR swap

A Margin
The margin is aamount that lender adds to the index to determine the note rate of the
adjustable rate mortgage. The note rate, which is a combination of the index and margin, affects
how much a borrower pays on the loan balance as well as the growth of the principal limit. The
margin is also added to the expected rate, which affects the calculation of the initial principal
limit. The higher the rate, the lower the principal limit. Margins may vary from lender to lender
and from product to product.

A Interest Rate Cap
The inteest rate cap is the maximuamount thathe lender may add to the initial interest rate on
an adjustable rate loan. Annual adjustable rate HECM loans have a 2 percent annual cap and a 5
percent lifetime cap. Proprietary reverse mortgages often havesintate caps, but these will
vary from product to product.

A Fixed Interest Rate
Some lenders offer HECMs with a fixed interest rate. With a fiatel reverse mortgage, the
principal limit and the loan balance will grow at the interest rate determaingdsing. When
discussing a fixedate reverse mortgage, counselors must make clients aware that some lenders
may set the interest rates at a level that makes the line of credit with afunudraw at
closing the only feasible option. Drawingethntire loan balance at closing exposes the borrower
to many risks, including the lack of future availability of loan proceeds from credit line growth.
Additionally, once the full amount is drawn, the borrower will pay interest on that large loan
balanceor the life of the loan. This may create a significant and unnecessary expense if the
borrower does not need all the funds at closing. Over time, arfatedoan which avoids the
risk associated with an adjustable interest rate may be less advastégéte borrower than an
adjustablerate loans which maximizes the amount of equity availabiizart and has a lower
initial rate.

In mostcasesthe interest rate on a fixed rate will be higher, initially, than an adjustable rate,

because a fixed matorings greater risk to the lender. Because the interest rate on an adjustable
rate loan may increase over time; for line of credit borrowers who do not plan to draw all of their
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funds at (or soon after) closing, an adjustahte loan may actually prae more available
borrowing power for the homeowner.

A Expected Rate
The lender calculates the expected rate at origination and uses it to determine the principal limit
and the servicing fee saside. For a fixedate HECM loan, the expected rate is&do the
fixed rate and is the same as the note rate. The higher the expected rate, the lower the principal
limit will be.

Foran adjustable at e | oan, the expected rate is the su
index adjusted to a constant matyiof ten years (1:¢ear CMT or 18year LIBOR swap rates).

When determining the principal limit for an adjustable rate HECM, if the expected rate is less

than 5.5 percent, then 5.5 percent will be the rate the lender uses to determine the principal limit.

A Note Rate
The note rate is equal to the current interest rate (current index plus margin). The lender uses the
note rate to calculate the loan balance, credit line growth, and the available loan funds at any
given time.

Leftover Equity Reserve

When aborrower takes out a reverse mortgage, there is a portion of the equity in the home that is
reserved to reduce the | enderdés and FHAOG6s ri sk.
the |l oands principal I|Timit to the amount of equ

Mortgage Insurance

HECMs are insured by the federal government. The borrower pays a mortgage insurance premium
at closing and on a monthly basis. FHA insures HECM loans to protect lenders against loss if the
loan balance exceeds the property value whendan is due and payable. If the sales proceeds are
not sufficient to pay the amount owed, FHA will pay the lender the difference. Because lenders are
protected by FHA insurance from losses, they can provide better loan terms, including a higher
principal limit and lower costs to borrowers.

FHA insurance also directly protects the borrowléthe lender fails to make payments due the
borrower, FHA will make the payments to the borrower.

Retention of Title
Throughout the term of a reverse mortgage, the borrower retains ownership of the home. The title
wi || remain with the borrower or the borrower 6s

Repayment of Debt
The HECM loan becomes due and payable for any of the fiolgpreasons:

1. The last surviving borrower passes away;

2. The property is no longer the primary residence of the borrower;

3. The last surviving borrower does not occupy the home for more than 12 consecutive months for
health reasons;
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4. The borrower maintainesides at another property for more than 6 months out of a year; or
5. The borrower fails to perform an obligation under the mortgage, such as paying taxes and hazard
insurance.

If the borrower sells the home, the outstanding loan balance is due. tbtsegs from the sale of

the home are not sufficient to pay the loan balance, the lender will accept the proceeds from the sale
of the home as payment in full and file a claim with FHA to cover the difference. If the borrower
chooses to prepay the loanlmuidating assets, while retaining ownership of the home, he or she

must pay back the total outstanding loan balance.

AfOp-endo credit | oans allow for the repayment of
may reborrow at some future daté C| oeesneddd0 credit | oans do not al |l c
borrow principal that is paid on the loan. Usually, fixate HECMs are closeehd credit loans.

U Non-Recourse Feature

ANernecour seo means that i f a | wenfdreefaultoatheslsan,| e g al
the borrower is not legally obligated to pay the lender more than the lender can get for the sale of the
property. This repayment standard also applies

sold to repay theusstanding loan. However, if the heirs or the estate wish to keep the property, they
are personally liable for the full balance of the loan.

The lender is limited to 6 months it may provide to the heirs or the estate to pay off th&Hhean.
lender canmequest HUD approval for up to two 90 day extensions if the heirs or estate can
demonstrate they are actively marketing the propdggtension requests must be made before the
initial 6 month, or previously extended timeframe has expitechust promply confirm the

intention of the heirs or the estate to eitlsetl the property to a third party,do keep the home and
pay the balance of the loan in fulvhere no information has been provided, the lender will have no
other option but to initiateofeclosure.

Loan Costs

U Mortgage Insurance Premium
Borrowers must pay both an-fimnt and monthly premium for the insurance provided by FHA.
These premiums are calculated at closing. The borrower paysfeontpsurance premium, which
is 2 percent of the maximum claim amount, plus a 0.5 percentlgmenaium. Mortgage insurance
fees are charged to the borrower throughout the life of the loan and are not refundable.

HECM borrowers who refinance into another HECM are eligible for a reduction in th&ontp
mortgage insurance premium. The prempend on the new HECM is calculated by multiplying the
difference between the old maximum claim and the new maximum claim amounts by 2 percent.
HECM for purchase is not a refinance, and as such there is no initial reduction in premium even if
the borrowepreviously held a HECM mortgage.

Today, reverse mortgages that are not federally insured do not have a mortgage insurance premium

and generally include other fees and pricing programs to protect lenders from risk. For example,
norrinsured products maesthe principal limit much lower than a HECM, as illustrated below, so
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that the beginning | oan balance represents a sn
balance grows over time. Without mortgage insurance to protect them from lossestessath

the loan balance growing larger than the property value, lenders take a conservative approach and set
the principal limit lower. As a result, typically the FHAsured product gives borrowers access to

more equity than nemsured reverse mortga products. Counselors should make potential

borrowers aware of the costs and available loan amounts on proprietary products that compensate for
the absence of a mortgage insurance premium.

Crossover Risk

ACrossover o occur s whtaepropehyevalle.oRHA charges animsusence x ¢c e e d
premium as protection against crossover risk. With proprietary products for which the crossover
exposure is greater than with a HECM, lenders protect themselves by setting the initial principal

limit lower than they would on a HECM (as shown in the chart abod&CM loans generally offer

higher ratios of principal limit to equity in the home and lower costs as a result of the mortgage

insurance program, and also provide lenders and borrowers with theysettull backing by the

federal government.

Loan Balance

Crossover Risk (FHA)

“u

Property V

AN

Crossover Risk (Proprietary)
Initial Principal Limit

Initial Principal Limit
(Proprietary)

Time

Servicing Fees and Servicing Fee Satside

Servicing fees are monthly fees paid to the lender for administering the loan, such as making
monthly cash advances and processing payment plan changes. Thageat¢o the cost of the loan
and are set aside from the available equity at closing. For annually adjusting and fixed rate HECM
loans, these fees may not exceed $30 a month. For monthly adjusting HECMs, the fee cap is $35.
Lenders may charge less thhie maximum set by FHA.

The servicing fee seatside ighe present amount of money that will be enough to pay all of the
monthly servicing fees until the borrower reaches age 100This calculation ensures that

sufficient loan proceeds are set aside so tifie servicer may collect the monthly servicing fee. This
amount is subtracted from the principal limit to arrive at the net principal limit that is available at
closing. The amount reserved for these future payments is not part of the loan balksoet do
accrueinterestand is not a cost to the consumer until the fee is paid.
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U Third -Party Closing Costs
These costs include the usual and customary expenses associated with obtaining a mortgage,
including the appraisal, credit report, title searches, and title insurance. The costs depend upon the
third parties who perform the activity for the lender, nothantype of mortgage. Clients must
obtain a list of estimated closing costs from their lender prior to closing. Counselors must not quote
any specific closing costs, but may discuss usual or customary ranges. The counselor must inform
the client that ane of the charges associated with these-fardy origination activities may be paid
before the counseling is completed. A client must not write a check or pay cash for the services until
he or she completes a reverse mortgage application with therlend

U Application Fee and Origination Fee
These fees compensate the lender for processmigrwritingand prepang the loan documents.
Lender origination fees are 2 percent of the first $200,000 of the maximum claim amount, plus 1
percent of the balance above $200,000 to a maximum origination fee of $6,000. Some lenders may
charge lower origination fees, but theyyr@narge higher interest rates. This practice may be more
costly to the consumer.

U Financing Closing Costs
Borrowers may finance the mortgage insurance premium, origination fees, arghitiyrdosts,
using a draw at closing from the loan to cover thesial costs. Borrowers may also pay closing
costs with their own available funds.

U Payment Plan Change Fees
The borrower has the option of changing the reverse mortgage payment plan type at any time for a
fee not to exceed $20. Borrowers should asédemnabout the procedures for changing the payment
plan when applying for a reverse mortgage.

U Total Annual Loan Cost (TALC)
Similar to an Annual Percentage Rate on a forward mortgage, the Total Annual Loan Cost is the
interest rate that shows the truetaaoisa HECM by including all costs of the loan. It is a projection
based on how long the borrower will have the loan, how the borrower draws the loan proceeds, and
an assumed property appreciation rate. The TALC will decrease the longer the borra¥ver has
HECM, as the costs associated with the loan are averaged out over a longer period of time. See B.6
for sample TALC calculations.

After Closing

U Disbursement of Funds
After closing, the lender disburses term and tenure payments on the first bdaye$sgach month.
Lenders must disburse livté-credit payments within five business days of receiving a written
request for funds from a borrower. Lenders are subject to late charges equal to 10 percent of the
disbursement amount (up to $500) if theyribt meet the payment timeframes. There is no
minimum amount that the borrower must withdraw from a line of credit.

106



U Right of Rescission
After closing, borrowers have three days to cancel the Idanborrower decides not to take the
reverse mortgge, he or she must notify the lender immediately of this decision. Theoeight of
rescission with {lECM for purchaseinless state law provides it.

U Borrower Obligations
The borrower must pay pr
to p

0 a
may withhold funds ay

y taxes and hazard
se costs on the bo
The borrower must maintain the condition of the property as it was when the lender apipeoved

reverse mortgage. If the borrower fails to maintain the property, the lender may notify the borrower

of the deficient condition, indicating the necessary repairs. If the borrower does not begin repairs

within 60 days, the lender may declare the |dae and payable.

U Impact on Public Benefits
A reverse mortgage does not affect a borrower 6s
because eligibility for these programs is not based on income and assets. However, a reverse
mortgage may affect eligjlity for benefits from needbased government assistance programs (i.e.
Supplemental Security Incomedicaidand Food Stamps). Generally, these programs do not treat
loan advances as income. However, if the borrower retains loan advanceadilyavailableform
(i.e. a bank account) past the end of the month in which the borrower received them, then the
proceeds count as a fAliquid resourceobasedd may d
government benefits.

For the current limits floallowable liquid resources in the Supplemental Secpridgram,go to
www.ssa.gov If the borrower resources exceed these limits, that benefit will be terminated.

U Income Tax Implications
The Internal Revenue Serviceadonot consider loan advances from a HECM to be taxable income;
the IRS views HECM loan advances as debt. Interest on a reverse mortgage isdeatuettble
until it is actually paid through loan prepayment or payoff.
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VI. Financial Alternatives and Supplements

Here are five questions that counselors must ask clients to assess how well a reverse mortgage meets the

cl i

ent s needs:

Is downsizing a better option? Examining other housing options can help your clients weigh
the costs and benefits of staying in their home versus moving.

How long do you plan to stay in your home?A reverse mortgage may not make sense, for
example, for someone planning to move tweang in the future.

What are your financial needs and how would a reverse mortgage help you?

How much could you get from a reverse mortgage®ill a reverse mortgage be enough to
cover your financial needs?

When do you need the loan”Clients may be eligle for more money under a reverse mortgage
as they get older and the value of their home increases.

Further details and resources regarding these options are in Attachment B. 9 of this document.

Selling and Moving

For many clients, selling theitomes and moving into a less expensive residence or one that better suits
their physical needs may be the most appropriate option. Clients must consider the costs of the real
estate transaction, which usually include real estate broker fees and mowngess@mnd may include

other costs as well. The process of investigating other living arrangements will help clients determine
whether to purchase a different home or remain where they are, and ultimately, evaluate the advantages
of a reverse mortgage.oGnselors must discuss the following options:

U Alternative Ownership Arrangements

A

Retirement communities

Retirement communities offer a number of services such as meals, housekeeping services,
transportatiorand activities. Residents may retain thedapendence while eliminating most of
the burdensome responsibilities of homeownership.

Home-sharing arrangements
Clients may be able to find another senior to share a home, either through informal networking
or, in some communities, through an ageney ftreens and matches potential hcmarers.

U Selling
Clients may consider selling their homes because:

I > > D

The home is too large and the client wants to downsize.

The upkeep of the home is too burdensome or costly.

The house needs repairs or upgratasthe client cannot afford.

The client believes he or she will save money by selling and renting.

U Renting
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A Subsidized or affordable senior apartments
Subsidized housing is generally available to people 62 years or older and below a certain income
level. Both state and federal programs offer this type of housing, which provides funding
towards monthly rent. This funding covers the difference between how much the senior is able
to pay and the actual rent.

Seniors who qualify for subsidized housing lass subject to dramatic increases in rent over

time as long as their income remains stable. The stabilization of housing costs is often attractive
to seniors living in homes with low value or homes subject to large debt. Seniors must be aware
that theproceeds from selling their home or any other large increase in income will may affect
their ability to qualify for subsidized housing.

A Non-subsidized rentals
There are many communities that offer rsubsidized housing for seniors 55 years or older.
When living in nonsubsidized rental housing, residents have more flexibility with the amount of
assets they maintain, as their assets do not affect their eligibility to live in the community.
However, rents may increase over time, possibly on an annusi &eniors must plan for
potential increases when considering leegn nonsubsidized rental housing.

U Other Financial Options

A Home Equity Loans
A home equity loan uses teguityi n t he b or r colateral @lseseHoanmare a s
sometimes useful to help pay for unexpected home repairs and medical bills. A home equity
loan creates pnior lien against the borrower's home. Home equity loans must be repaid in
monthly payments of principal and interest, which become due as soon as the loan is closed.
Borrowers must have suffemnt income and good credit to qualify for a home equity loan.

A Individual Retirement Accounts
Many clients may have Individual Retirement Accounts that may serve as sources for extra
income. There are several types of IRAs including traditional IRA#) IRAs SIMPLE IRASs,
and SEP IRAs. Combined with potential tax savings at the time of contribution, IRAs may be
valuable tax management tools for individuals. Depending on inebthe time of retirement,
an individual may be able to fit into a lower tax bracket withdeguctible contributions during
his or her working years, while still enjoying a lower tax bracket during retirement. Seniors who
have invested in IRAs shoul@dmtact their financial institutions to learn more about their ability
to draw on these accounts.

A Refinance of Existing Forward Mortgage
If a client has an existing forward mortgage, he or she may be able to refinance the mortgage to
obtain a loan with eer terms, including a possible lower interest rate. In some cases, the client
may be able to pay off the existing mortgage and obtain funds by borrowing against the
additional equity in the property. Borrowers must have sufficient income and goaderedi
qualify for a refinancing mortgage.
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Services provided through the Aging Network

Federal funds support the provision of services in local communities through the Aging Nefivaé.
areas benefit the most broadly from federal funding:

i

Information and Referral (I&R)

These programs exist to help older adults and their caregivers find specific information on programs
that are available to the elderly. Man& IR programs also publish a directory of resources or
maintain a website with information aliacommunity resources for the elderly.

Senior Centers
Many senior centers offer a variety of exercise programs, health screenings, socialization and
recreation opportunities, counseling services, hot meals, and other activities.

Nutrition Services

A significant portion of funds under the Older Americans Act is targeted to provide hot noontime
meals in senior centers, churches, and other convenient locations.-ddbveeed meals may also

be available.

Community Programs

A wide variety of additioal services and programs may be offered by local public agencies or nonprofit
groups at the community level, such as:

A Home repair and adaptation servicesSubsidized funds for minor home repairs, to build
wheelchair ramps, and to install safety featdoe®lder adults;

A In-home care, homemaker, and chore serviceBublic assistance available for those who need
help with tasks like housekeeping, grocery shopping, or personal care;

A Adult day care: Group care programs may serve as an alternative msixe onen-one home
care for adults who need constant supervision;

p>N

Transportation: Assistance via public programs or volunteer groups;

p>N

Volunteer coordination programs: Assistance with yaravork, house painting, roof repairs,
grocery shopping, transgation, social contact, and other needs;

A Corporate Programs: Corporate eldercare programs may provide information and referrals for
their employees, as well as more tangible support such as using a corporate van to deliver meals;

A Local hospitals: Wellness events or health fairs that provide free blood pressure checks and
materials on nutrition and fitness;

A Churches: Support of "friendly visiting" of older people who are homebound by another
member of the church; and
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A Civic groups: Charitable events teerve older adults.

Public Benefits

Many low to moderatencome homeowners are not aware that they are eligible to receive benefits from
major public programs, such as:

i

Supplemental Security Income
Supplemental Security Income (SSI) provides montaBhgayments to qualifying lelmcome
persons 65 and older.

Medicaid
Medicaid is a health insurance program for people with low incomes, paid for by a combination of
federal and state dollars. Medicaid eligibility guidelines vary from state to state.

Medicare Prescription Drug Program

Medicare Prescription Drug Program (Medicare Part D), which began in 2006, is an optieoal add

to the regular Medicare health insurance program. In most cases, seniors can save 50% or more on
their drug costs (comparéd full retail) by signing up for this program.

Local Tax Deferral or Exemption Programs

Many communities offer local tax deferral programs for seniors who cannot make the payments.
These programs are normally designed to allow senior citizens topdgfaent of part or all of the
property taxes on their homes.

The Aging Network

The Aging Network is the system of public and private nonprofit agencies and organizations
responsible for implementing the Older Americans Act (OABhacted in 1965, the OAA sets forth
objectives for improving and maintaining quality of life for older Americans.

State Units on Aging

State Units on Aging (SUASs) are the designated state agencies serving the elderly. They coordinate
related statactivities and administer federal funds at the state leéveé www.nasua.ofgr more
information

Area Agencies on Aging

Area Agencies on Aging (AAAs) coordinate the delivery of a variety of services to meet the needs
of the older population, includininformation and referral, outreach, transportatiofhame care,

legal and protective services, counseling, socialization, recreation, and education.

HECM counselors and agencies are encouraged to reach out to and work with the Aging Network in
their local community to partner in providing clients with the level of service to meet their needs.
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VIl. Reverse Mortgage Counseling Tools

Product Printouts/ Software

Counselors may discuss loan printouts and amortization schedules given by lendensstortiey may

also generate and discuss amortization schedules and loan comparisons they develop using an available
reverse mortgage calculator (See B.11 fAnReverse M
software. Counselors should answer ¢joes about the loan printouts and product features. However,
counselors must be sensitive when helping their clients analyze and compare the financial implications

of the loan choices they are considering. Counselors must help clients understandatiniek tee

most appropriate, given the clientsdéd uniqgue fina

Counselors must be cautious not to steer clients toward any particular proprietary or HECM product.
Counselors must explain to clients that the printouts are generalizaaskeactual costs and pricing of
the loan fluctuates and is dependent on the loan product. They should provide a balanced view by
providing customized loan printouts to clients on:

U HECM loans that are widely available from many HECM lenders,
U Proprietary products that are broadly offered by reverse mortgage lenders, and

U Specific proprietary or HECM products that have been offered to that client by a reverse mortgage
lender.

Acceptable software must provide the following:

A Future remainingredit line projections based on credit line draws specified by the client (if the
client selects a credit line)
A comparison of estimated loan details at closing
Projected loan comparisons at various points in the future including projected figures for
total cash received, cash remaining, and total cost expressed in terms of total dollars and
a total annual average rate
A Amortization projections for selected products with yiegyear details (the loans
negatively amortize: as the loan balance increasegyeatgcreases)
A Required investment for HECM purchase loans

> >

Counselors must neither encourage nor discourage clients toawvaadsy from specific products.
Available software can be found by goingieww.hecmresources.orgOnly counselors on the HECM
Counselor roster may use this software
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HECM PROTOCOL ATTACHMENTS

Attachment A: HUD Counseling Policies

A.1 Counseling Certificate

A.2 Paying for Counseling

A.3 Contents of the Client File

A.4 Participants in Reverse Mortgage Counseling Sessions
A.5 Client Privacy

A.6 Elder Abuse

A.7 Lender Steering

A.8 Lender Communications

A.9 Lender Activities

[ ot ent-A e ent-R et eI en-RN et e
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A.1 Counseling Certificate

Overview of Requirements on Counseling Certificate

All borrowersmust have a reverse mortgage counseling certificate in order to proceed with a HECM
loan application.

Counselors issue the counseling certificate (HQI902) after the borrower successfully completes the
counseling session. Coulm®s generate the ceitiate only inFHA Connection and not from any other

source. The certificate dorstrepresent an opinion or decision by the counseling agency about the
suitability of a reverse mortgage for the clieRather, it is a certification that the client has:

> > >

Received HUDGO6s required handout s;

Received counseling;

Discussed his or her needs and circumstances and the potential for a reverse mortgage to meet
those needs; and

Has a basic understanding about reverse mortgages.

The certificate includes a list gpecific items that the counselor must discuss in detail with the client
before issuing the certificate. This list includes:

A

A

p>N

p>N

Options other than a Home Equity Conversion Mortgage that may be available to the
homeowner(s) including other housing, sociavee, health and financial options;

Other home equity conversion options that are or may become available to the homeowner(s)
such as other types of reverse mortgages;lsateback financing, deferred payment loans, and
property tax deferral;

The finarcial implications of entering into a Home Equity Conversion Mortgage;
A disclosure that a Home Equity Conversion Mortgage may: 1) have tax consequences; 2) affect

eligibility for assistance under Federal and State programs; and 3) affect the estatesarfd he
the homeowner(s);

A notice that the homeowner need not pay for the services of an estate planner in order to get a
HECM loan; and

A notice that the HECM is due and payable when no remaining borrower lives in the mortgaged
property, or when any otheovenants of the mortgage have been violated. (Borrowers are those
parties who have signed the Note and Mortgage or Deed of Trust).
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The counselor must record on the certificate:

The name of the counselor;

The name of the counseling agency;

Theemployer HCS (Housing Counseling System) ID of the counseling entity;

The date and signature of both the counselor and all prospective borrowers;

The date that that the client completed counseling;

The expiration date for the certificate provided by thenselor;

The type of counseling performed (fatweface or telephone);

The duration of the counseling session(s); and

| f applicable, the signature of the clientos

I I D I D D

Only those individuals who must attend the HECM counseling sessioacarieed to sign the

counseling certificate. Other individuals participating in the session (e.g-lzgon@wer spouse) are

not required to sign the certificate. However, it is permissible to have others sign the certificate in order

to documentthepr esence during the counseling session. L
competency is in question and the borroweros | eg

The counseling certificate is valid for 180 calendar days flendate counseling is completed.

115



A.2 Paying for Counseling

Borrower-Paid Counseling
Agencies participating in HUDG6s Housing Counsel.
services as long as the fee:

1. Is reasonable and customary;
2. Does not create a financial hardship for the client; and
3. Meets the other requirements of the regulation in 24 CFR 214.313.

The housing counseling agency must make a determ
factors including, but not limited to, income and debt obligations. The housing counseling agency must
establish written procedures for determiningthediiemt abi | ity to pay. Such prc

determination of ability to pay that is based on objective criteria. If the counseling agency charges the
client a fee, the counseling agency must show that it disclosed its hardship policy to thdfchent.
clientrequests a hardsHpa s ed wai ver of the fee, the clientos
agency reviewed to make the decision.

Agencies must inform clients of the fee structure in advance of providing services. Counseling agencies
must not turn away clients because of an inability to pay. Moreover, agencies may not withhold
counseling or the Certificate of HECM Counseling based on failure to pay.

Appropriate Charges

A HECM counseling fee must be reasonaiied commensuratgith the counseling services that are
provided. Agencies may not impose fees upon clients for the same portion of a service, or for an entire
service that is already funded with HUD Housing Counseling grant funds.

The fee charged may not be excessive and bmisbmmensurate with services actually performed.

The maximum amount an agency may charge is the actual cost of counseling. If counseling requires a
prolonged session, multiple sessions, or amame session, the counseling agency may charge a higher
fee, if commensurate with services provided. All agencies charging fees for HECM counseling must
document the actual cost of providing the counseling session in the client file.

Other Individuals Participating in Counseling Session

Agencies participatingn HUD®&s Housing Counseling Program may
fee for each HECM counseling session provided to all other parties related to the client including
spousesghildren, trustees, and trust beneficiaries who either choose to paeticipare required to

participate in the counseling session. If counseling for related parties takes place during the same

session as that of the client, the agency may only chargetaraneounseling fee. If counseling for

related partiesoccursinses i ons t hat are separate from the clie
considered reasonable and may be charged for each of these separate sessions.

Payment of Counseling Fee
The HECM counseling charges may be paid in two ways.
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1. The HECM counselinglient or related parties can pay counseling fees directly to the agency. The
fee may be collected at the outset or at the conclusion of the session.

2. The clients can pay the counseling fee out of a HECM loan proceeds. In this case, the lender, the
borrowver and the counseling agency must agree that the closing agent assumes responsibility for

remitting payment to the counseling agency at closing. This payment must be reflected in the 800
series or charges on the HUDsettlement statement.
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A.3 Contents of the Client File

Once the counseling session is complete, the counselor should complete the client file, either paper or

el ectronic I s acceptable. As stated in HUDOGOsS Ho
mustmaintain a separate, confidential file for each client. The counselor must ensure that the file

contains all of the following contents:

~

| File number: A file number for the unique counseling interaction;

I Financial Analysis/BudgetEvi dence of analysis of the clienté
circumstances as they relate to the reverse mortgage;

| Required Data: All required fields listed in the Interface Control Document (ICD) of the Client
Management Systeindetails regardingiese fields can be found at:
http://www.hud.gowounselors/.

| Activity Log: A record of the date, time, duration, and description of each interaction or activity
performed with, on behalf of, and by, the client;

|  Follow up: A record of all followup commuication with the client must be documented. This
documentation must also include an account of all attempts to contact clients to conduatfollow
sessions;

| Counseling Participants:Listing of people other than the borrower(s) that attended the reverse
mortgage counseling session and a description of their relationship to the client(s);

| Counseling Certificate: Signed and dated HECM counseling certificate; if the certificate was not
issued, the reason why it was withheld;

A Agency Disclosure StatementA copy of the disclosure statement provided to each client in a face
to-face setting or a notation of the date that the disclosure statement was verbally or electronically
provided during telephone counseling. The disclosure statement identifies thg agemxplicitly
describes the various types of services that it provides. It must clearly state that the client is not
obligated to receive, purchase, or use any other services offered by the organization or its exclusive
partners, in order to receiveunseling services. For clients receiving telephone counseling, the
agency must verbally or electronically provide a disclosure that meets these requirements.

|  Power of Attorney or other documents relating to legal competency, if applicable;

I Total Annual Loan Cost (TALC): Assessment of the total annual costs of a reverse mortgage
including interest payments and other fees that require payment;

|  Amortization schedulesfor reverse mortgage loan options;

| Notation of other brochures or handouts on theeree mortgage lending process / procedures /
timelines, reverse mortgage lenders, and/or alternatives to a reverse mortgage provided to the client;
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Documentationdemonstrating that all required counseling content and information was provided;

Statementabout <c¢clientds qualifications as a current
conventional reverse mortgage;

Pertinent Documentsincludingcopies (electronic or paper) of pertinent records or correspondence
received from the client or created owittbehalf;

Termination documentation detailing when the housing counseling agency terminated services.
The housing counselor must notate the clientos
termination. Client files must not remain open indefigitel

Documentation of Resultsof counseling session(s);

Fees chargedif applicable; the amount paid through client fees and a copy of the receipt(s)
provided to the client;

HUD Grant Activity , if applicable, noting whether the activity was partiallywly funded by a
HUD housing counseling grant or sghant;

Discussion of Alternativedisting any service providers, product vendors, products, features,
services, or properties about which information was discussed with the client; and

Miscellaneous hformation obtained during the intake and subsequent housing counseling sessions
not mentioned above.
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A.4 Participants in Reverse Mortgage Counseling Sessions

The FHA HECM handbook 4235.1 Rev.1 and Mortgagee Letter-26@8ovide guidelines regarding

who must receive reverse mortgage counseling in order to obtain a HECM loan. The handbook also
suggests other individuals who may benefit from or be of assistance to the client by attending the
counseling session. It is impant that reverse mortgage counselors convey this information to every
client so that the client can seek additional assistance from friends or family when appropriate. The
HECM handbook and mortgage Letter 288 provides the following guidelines @ho is requiredto
attend andwho may benefitfrom attending a reverse mortgage counseling session.

Who Must Receive Reverse Mortgage Counseling:

Person(s) on Deed
All persons on the deed to the clientodsarehome, w
eligible for a HECM, must patrticipate in reverse mortgage counseling.

Current Trust Beneficiaries

Current trust beneficiaries or individuals who are eligible HECM borrowers and seeking a HECM
loan must attend reverse mortgage counseling and sighB8# certificate. The trustee must sign
the mortgage, but the trustee is not required to attend counseling unless the trustee is also the
beneficiary of the loan or a HECM borrower.

Homeowner 6s Legal Representative

For any homeowner who is not legatlgpable of decisiemaking (as determined by an attorney or

a court of law), the counseling session must be conducted with a person holding a durable power of
attorney or with a cowappointed conservator or guardian on behalf of the homeowner.

Who May Receive Reverse Mortgage Counseling:
A Non-Borrower Spouse
When the spouse of a homeowner chooses not to seek, or is ineligible for a reverse mortgage, FHA
recommends counseling. In the case of almamower spouse who intends to remove his or her

namefrom the title, counseling ensures that he or she understands the implications of a reverse
mortgage and the risks posed by quitclaiming interest in the real estate.

Persons with Reversionary or Remainder Interest, or Trustees and Tru®eneficiaries
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