     The Housing and Economic Recovery Act of 2008 has amended the National Housing Act to allow a new, albeit temporary, FHA (Federal Housing Administration) mortgage insurance program. This new program is known as HOPE for Homeowners Program.  With this program a borrower facing difficulty paying his mortgage will be eligible to refinance into an FHA loan.  The program is now in effect and runs through September 30, 2011.

     What happens is a borrower will sign a Shared Equity note and mortgage, known as an SEM.  This note favors HUD with a fixed dollar amount for initial equity.  At the same time, the borrower will execute a Shared Appreciation note and Mortgage SAM, which favors HUD.  The SAM represents a 50% interest in future appreciation of the home. The SEM and the SAM are considered mortgage documents which must be recorded in the local county courthouse as second and third priority liens against the property.

     Equity in a home is calculated as the amount between the  mortgage balance and the appraised value of the home at the time of the HOPE loan origination. HUD is entitled to get 50% of any appreciation upon the sale of the home. HUD’s 50% entitlement is applied if the home is refinanced again, or other disposition.  Appreciation is defined as the increase in value of the home between the HOPE refinance and when the home is sold. 

     Under the provisions of the HOPE program, borrowers may not take out new liens for the initial five years except in certain circumstances, such as preservation of the property. Plenty of other criteria are imposed through this program, but by and large, it is viewed as help and a solution to those facing foreclosure.  Interest rates on FHA loans are considered low, especially compared to sub prime loans.  The HOPE program couldn’t have come at a better time. 

