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FHA Establishes New Payment Supplement Loss Mitigation
Home Retention Solution

Today, the Federal Housing Administration (FHA) published Mortgagee Letter (ML) 2024-02,
Payment Supplement. This ML establishes FHA’s new Payment Supplement loss mitigation
home retention solution designed to help additional borrowers avoid foreclosure and retain
their homes when other FHA home retention options are unable to generate a sustainable
monthly mortgage payment reduction.

The Payment Supplement allows servicers to bring the borrower’s mortgage current and
temporarily reduce the principal portion of their monthly mortgage payment for a term of three
years without modifying the mortgage. The Payment Supplement is only repaid when the

borrower sells or refinances the home, or the mortgage is otherwise extinguished.

When implemented, the Payment Supplement will be a permanent addition to FHA’s loss
mitigation tools and will be incorporated into future revisions to FHA'’s loss mitigation waterfall.

This final policy takes into consideration feedback received by stakeholders on the draft MLs
and Disclosures that were posted on Single Family’s Drafting Table as announced in FHA
INFOs 2023-44, 2023-94, and 2023-98.

FHA is also announcing the availability of the following new Payment Supplement documents,
which are located on the Single Family Model Documents web page on hud.gov:

e Annual Payment Supplement Disclosure

e Final Payment Supplement Disclosure

e Payment Supplement Agreement Rider

e Payment Supplement Promissory Note and Payment Supplement Security Instrument.

FHA is also providing a Payment Supplement Calculation Worksheet available on the FHA SF
Loss Mitigation web page as a tool to assist servicers in calculating the Payment
Supplement.

Mortgage servicers may implement Payment Supplement into their operations beginning May
1, 2024, but must implement this solution by January 1, 2025.
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The policy updates in this ML will be incorporated into a future version of the Single Family
Housing Policy Handbook 4000.1.

Need Support? Contact the FHA Resource Center.

e Visit our knowledge base to obtain answers to frequently asked questions 24/7 at
www.hud.gov/answers.

e E-mail answers@hud.gov. Emails and phone messages will be responded to
during normal hours of operation, 8:00 AM to 8:00 PM (Eastern), Monday through
Friday on all non-Federal holidays.

e Call 1-800-CALLFHA (1-800-225-5342). Persons with hearing or speech
impairments may reach this number by calling the Federal Relay Service at 1-800-
877-8339.

About FHA INFO

FHA INFO is a publication of the Federal Housing Administration's (FHA), Office of Single
Family Housing, U.S. Department of Housing and Urban Development, 451 7th Street, SW,
Washington, DC 20410. We safeguard our lists and do not rent, sell, or permit the use of
our lists by others, at any time, for any reason.

Visit the FHA INFO Archives to access FHA INFO messages. For additional information
and resources, visit the FHA Single Family Housing main page on HUD.gov
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