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and would avoid the closing costs of first obtaining a forward mortgage. As with a traditional HECM, the loan
would become due when the senior died, sold the house, or permanently moved out of the house. While HECMs
can provide many benefits, the up-front insurance HECM Costs Can Be premiums and origination fees of HECMs
can be substantial. HUD permits Substantial borrowers to finance these costs in the mortgage. Mortgage
insurance premium: FHA charges insurance premiums to cover the potential cost of paying insurance claims.
FHA assesses a one-time, nonrefundable initial mortgage insurance premium equal to 2 percent of the
maximum claim amount. The maximum claim amount is always higher than the amount a borrower can
receive in HECM payments from the lender. However, because the HECM loan balance ( with accumulated
interest and fees ) will exceed the amount a borrower receives in payments and potentially reach the maximum
claim amount, FHA charges the mortgage insurance premium on the basis of the maximum claim amount.
Origination fee: At the time of closing, lenders can charge an origination fee equal to the greater of 2, 500 or 2
percent of the maximum claim amount, up to 200, 000 plus 1 percent of any portion of the claim amount 9
greater than 200, 000, with the total origination fee not to exceed 6, 000. To illustrate these up-front costs,
consider a HECM borrower with a home value of 300, 000. In this case, the borrower would pay ( either out of
pocket or financed through the mortgage ) total up-front insurance and origination costs of 11, 000 ( 6, 000
for...
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