	Feature
	Certain Differences between the Making Home Affordable Modifications 

and the FHA-Home Affordable Modification Program

	
	Making Home Affordable Modification
	FHA-Home Affordable Modification

	Method of Assistance
	Primarily lowers the interest rate to a below-market interest rate
	Principal Deferment:
· FHA, as the insurer, is unique in that the Secretary is authorized to purchase a component of the debt using a Partial Claim
· FHA can not dictate that Servicers modify loans to below-market interest rates



	Lender Incentive
	Upfront Plus Pay for Success
	Upfront Only:
· FHA Servicers are required by regulation to engage in loss mitigation on defaulted mortgages, therefore no need to enhance the present incentive structure

	Net Present Value Test
	Required
	Not used:

· Since FHA pays close to 100% insurance, it is beneficial to HUD to pay loss mitigation incentives in order to avoid foreclosure  

	Imminent Default
	Eligible
	Conditional:
· Current borrowers that successfully complete a trial modification period are eligible for the FHA HAMP

	Qualifying Back-end ratio
	Can exceed 55%
	Cannot exceed 55%:
· FHA loans are fully underwritten with documentation to support borrowers’ income, (e.g. no stated income loans, interest-only, or below-market rate ARMs); therefore, borrowers are most likely to succeed under this program at this ratio.
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