Government Stimulus Bailout Facts

The media is filled with reports about big checks, bailouts and "free money."   Of course, scams and other fraudulent schemes abound making it tough to educate consumers about the facts versus fiction of the government’s stimulus plan. Here’s a quick look at the proposed bailouts:

Fact: In order to refinance homeowners must be current with their current mortgage, yet still demonstrate that they are "at risk" of facing foreclosure. (The government anticipates up to 4 million households will fall into this delicate balancing act in order to qualify for funds...and it's not limited to just owner occupied homes).

Fact: Loan modification clauses are much more difficult to obtain. Homeowners will have to satisfy the following conditions in order to qualify:

1. Second lien holders must agree to waive or write off your loan obligations. 

2. The home must be worth 80 to 105 percent of the current mortgage. For example, a $500K loan would mean a home must be worth $400,000 - $525,000

3. The first mortgage Bank must agree to modify principle, extend the duration of the loan and/or reduce interest rates to as little as 2 percent...or a combination of all of the above. 

4. The homeowner must agree to credit counseling if they have extensive household debt in addition to high mortgage obligations.

5. Homes must be the primary residence and currently occupied. Homes cannot be vacant, in need of extensive repairs or otherwise hindered.

6. Up to $1,000 annual incentive payments will be made for up to five years - but only if the homeowner isn't late on payments. 

7. A new inspection may be required as well as the following documents:

· Recent tax return and 2 to 4 recent pay stubs. Self-employed borrowers will need copies of quarterly estimated tax returns and prior year return.

· Copies of all of your bank statements.

· Provide proof of income from; Social Security, alimony, child support or other income if you intend to use them for the purpose of qualifying.

· Provide all information on current mortgage and liens including second mortgages.

· Completed copies of Form 4506-T - (A Request for Transcript of a Tax Return).

· Completed copies of Form 1126 – (A Borrower Financial Information form).

· Proof and/or documentation of your hardship, loss of job, prolonged illness, or other major factors that may have prejudiced your current financial circumstances.

