Another Example. Assumptions are 205,000 sale price - 5000 MIP Financed - Total loan amount 200,000 – 7000 YSP – 5000 Seller Credit – LPO FHA loan.
[bookmark: _GoBack]This is where you run into situations where you have priced the loan incorrectly and have way too much YSP and Seller Credit.   In order to even close this loan compliantly, the borrower will have to lose most of the Seller Credit and pay 2000 Principal Reduction with the YSP.  Seller Credits cannot pay YSP.

Below is the closing cost – you have to subtract out the financed MIP – which gives a total CC left to pay 7086.00 – 5,000 seller credit applied = 2086.00 in remaining closing costs.  You still have a 7000.00 YSP credit – add that in and you need to have 4914.00 Principal Reduction.  The Max on an FHA loan is $2000.00.  What do you do?
[image: ]


You have to reduce the seller credits low enough to leave 2,000 left of YSP to pay a Principal Reduction since that is the max.  Seller Credits Cannot Pay Principal Reductions remember that as many times excess seller credits are asked to be used because of these calculations. Seller Credits will have to be lowered over 50%.  This is an example of an FHA loan priced incorrectly.  So how do we do better?
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Before Locking and FHA loan:
1) Know your seller credit amount.
2) Know your closing costs estimate – it is usually very close.
3) Before locking – look at the YSP being paid back – Add YSP and Seller Credits together if that amount is greater than your closing costs – you could have an issue or at least a principal reduction scenario.
4) TIP of the DAY – For years FHA, VA and USDA loans are automatically assumed the MIP/FF/USDA Fee is financed in the loan amount.  So let’s take a look….
See below – the MIP of 5,000 is not financed thus the Seller can pay that which allows more closing costs exposed for payment.  Not only do you get your borrower the full benefit of the seller credits, you get a lower loan amount – lower payment.  This only down side is watch your cash to close.  This switch can save you time and your borrower money in many cases so I always suggest looking at a loan both ways before deciding if possible.
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CMC Lump Sum LENDER Credit Principal Reduction Calculator

a. Closing Costs Subtotals (D+I) $12,086.00 T R T D
" IFHA loans - $2000
VA loans - up to 4% of base loan amount
R ) $5,00000 | 12D fogns - 1% or $1000, whichever is less
Con loans - $4500 amounts > may require
c. Cures |note rate reduction
d. BPO (loan origination fee)
. BPO (processing fee)
£ POC items - (verify pd FHA loans)/Section K (if paid by seller) 50.00
g Subtotal of closing cost - (a-b-c-d-e+f) $7,086.00
h. Total (BPO) fees (d+¢) - (Lender credit can ot pay) 5000
i. Seller credit $5,000.00
| Remainng sellr crcit aftr
8P fes bing used towazds
j- Seller credit minus BPO fees (h-i) ($5,000.00) |dlosing cost (f negative)”

k. Total amount of fees that can be

applied () $2,086.00
1. Section K (if paid by borrower)|
m. Lender Credit| $7,000.00
* If this amount is
Total amount to be used tows negative apply as

lender credit PRINCIPAL REDUCTION
(k-m+1)

612712017 45

($4,914.00)

lender credit overage

principal reduction*
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CMC Lump Sum LENDER Credit Principal Reduction Calculator

a. Closing Costs Subtotals (D+I) $12,086.00 T R T D
—— IFHA loans - $2000
VA loans - up to 4% of base loan amount
b. FHA/VA/RD fee (borrower pd) $5,00000 | |RD fogns - 1% or 51000, whichever is less
Conw loans - $4500 amounts > may require|
c. Cures |note rate reduction
d. BPO (loan origination fee)
. BPO (processing fee)
£ POC items - (verify pd FHA loans)/Section K (if paid by seller) 50.00
g Subtotal of closing cost - (a-b-c-d-e+f) $7,086.00
h. Total (BPO) fees (d+¢) - (Lender credit can ot pay) 5000
i Sel.lex.ued.“ 52,086.00
| Remainng sellr crcit aftr
8P fes bing used towazds
j- Seller credit minus BPO fees (h-i) ($2,086.00) |dlosing cost (€ negative)”
k. Total amount of fees that can be
applied (g-7) $5,000.00
1 Section K (if paid by borrower)|
m. Lender Credit] 7,000.00
* If this amount is

negative apply as
lender credit overage

($2,000.00)

612712017 45

principal reduction*
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CMC Lump Sum LENDER Credit Principal Reduction Calculator

a. Closing Costs Subtotals (D+1) $12,086.00 T R T D
_ IFHA loans - $2000
ﬁ VA loans - up to 4% of base loan amount
R KRl b e ) IRD loans - 1% or $1000, whichever is less
Con loans - $4500 amounts > may require
c. Cures |note rate reduction
d. BPO (loan origination fee)
. BPO (processing fee)
£ POC items - (verify pd FHA loans)/Section K (if paid by seller)
. Subtotal of closing cost - (a-b-c-d-e+f) $12,086.00
h. Total (BPO) fees (d+¢) - (Lender credit can ot pay) 50.00
i. Seller credit $5,000.00
| Remainng sellr crcit aftr
8P fes bing used towazds
J. Seller credit minus BPO fees (h-i) ($5,000.00) |dlosing cost (f negative)”
k. Total amount of fees that can be
applied (g-j) $7,086.00
1 Section K (if paid by borrower)|
m. Lender Credit] 7,000.00
* If this amount is
Total amount to be used towa negative apply as
lender credit PRINCIPAL REDUCTION' lender credit overage
(k-m+) $86.00 [principal reduction*

612712017 45





