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their ongoing financial obligations, such as but not limited 
to, property taxes, homeowner’s insurance, credit card 
debt and household utilities. 

How long will the Life Expectancy Set-Aside (LESA) last? 
The LESA is calculated based on the youngest borrower’s 
life expectancy. For example, a 73-year-old borrower’s life 
expectancy is 13 years. This means that the LESA will be 
calculated based on 156 months (13 years X 12 months).

Is there a minimum FICO score required? 
There is not a FICO score component. However, Financial 
Assessment will now require review of credit reports 
during the income and expense verification process. Prior 
to Financial Assessment, credit was pulled toward the end 
of the process. The newer requirements mean that a credit 
report will be generated earlier in the process. 

Can tenure payments be used to help with residual 
income? If not, are they a compensating factor? 
Tenure payments are a compensating factor. 
Will the lender pay the property taxes and insurance 
directly, or will the borrower receive money from the 
Lender/Servicer and have to pay it themselves? 

It depends. If the borrower is required to have a fully 
funded LESA, the lender/servicer will pay the property 
taxes and insurance directly on behalf of the borrower. If 
they qualify for a partially funded LESA, the borrower will 
receive semi-annual payments from the lender/servicer to 
be used to pay property taxes and insurance premiums. 

How much will income-to-expenses play in the financial 
assessment decision? 
Financial assessment is for lenders to review a borrower’s 
financial status including income, expense and credit 
history, to ensure the borrower has the willingness and 
financial means to continue meeting ongoing obligations, 
such as but not limited to, property taxes, homeowner’s 
insurance, credit card debt and household utilities.

What is the purpose of the Financial Assessment?
The mortgagee must evaluate the mortgagor’s willingness 
and capacity to timely meet his or her financial obligations 
and comply with the mortgage requirements, to 
determine if the HECM will represent a sustainable solution 
to the mortgagor’s financial circumstances. In conducting 
this financial assessment, mortgagees must take into 
consideration that some mortgagors seek a HECM due 
to financial difficulties, which may be reflected in the 
mortgagor’s credit report and/or property charge payment 
history. The mortgagee must also consider to what extent 
the proceeds of the HECM could provide a solution to any 
such financial difficulties.

When did financial assessment go into effect? 
The financial assessment requirements were effective for 
all loans with case numbers assigned on or after April 27, 
2015. HUD updated the Assessment and Property Charge 
Guide July 13, 2016. 

What does it mean and how does it work? 
The purpose of the financial assessment is for lenders to 
review a borrower’s financial status including income, 
expense, and credit history, to ensure the borrower has 
the willingness and financial means to continue meeting 
on-going obligations, such as but not limited to, property 
taxes, homeowner’s insurance, credit card debt and 
household utilities. These changes were designed to help 
senior homeowners benefit from a reverse mortgage, 
while determining if borrowers meet HUD’s minimum 
financial criteria to ensure that all of the borrower’s 
financial obligations can be met, including the reverse 
mortgage obligations. For borrowers who do not meet 
HUD’s minimum financial criteria, borrower’s may still 
qualify by having a portion of the available proceeds set 
aside to cover ongoing property taxes and homeowner’s 
insurance obligations. 

How many borrowers will be disqualified due to 
financial assessment? 
It depends on the borrower. Financial assessment will 
determine the borrower’s willingness and ability to meet Please continue, next page.
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What additional steps do I need to take in the Portal?
Liberty updated the loan portal to help you determine if a 
LESA will likely be required and if so, what type of LESA will 
likely be required*. There is a simple step-by-step process 
to follow. The intent is to give an indication of how the loan 
will need to be structured and what additional information 
may be required. * The results are estimates based on the 
data entered and final figures will be determined by the 
Underwriter.

If a borrower does not meet the minimum requirements, 
are there any exceptions that can be made? 
Yes, HUD provided a list of extenuating circumstances and 
compensating factors that underwriters can use when 
making their determination, including but not limited 
to: Death of a spouse, emergency medical treatment and 
job loss. (Please see section 4 of HUDs Mortgagee Letter 
14-22 for a complete list of extenuating circumstances and
compensating factors).
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