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1. Program Overview

2. Program Goals

3. Target Population/ 
    Areas

The Principal Reduction Program (“PRP”) is one of CalHFA MAC’s 
federally-funded programs developed with a goal to provide capital  
to homeowners who have suffered an eligible hardship in order to 
reduce the outstanding principal balances of qualifying properties  
ZLWK�QHJDWLYH�HTXLW\�DQG�RU�XQDIIRUGDEOH�¿UVW�PRUWJDJH�SD\PHQWV��

353�ZLOO�SURYLGH�PRQLHV�WR�UHGXFH�WKH�SULQFLSDO�EDODQFH�RI�WKH�¿UVW�
PRUWJDJH�LQ�FRQQHFWLRQ�ZLWK�D�ORDQ�UHFDVW��PRGL¿FDWLRQ�RU�D�VWDQG�
alone curtailment, each with the purpose of establishing an appropriate 
level of affordability and/or debt for eligible homeowners with qualifying 
SURSHUWLHV�

7KH�353�ZLOO�UHGXFH�WKH�SULQFLSDO�EDODQFH�RI�¿UVW�PRUWJDJHV�LQ�
cooperation with participating servicers in connection with a loan 
UHFDVW��PRGL¿FDWLRQ��RU�D�VWDQG�DORQH�FXUWDLOPHQW��WR�KHOS�TXDOLI\LQJ�
KRPHRZQHUV�VWD\�LQ�WKHLU�KRPHV��

PRP will help homeowners stay in their homes by ensuring they  
KDYH�DQ�DIIRUGDEOH�¿UVW�PRUWJDJH�SD\PHQW�DQG�DQ�DSSURSULDWH�OHYHO� 
of mortgage debt after they receive PRP assistance in accordance  
ZLWK�SURJUDP�JXLGHOLQHV�

PRP is designed to target low-to-moderate income homeowners 
DQG�DGGUHVV�WKH�QHHGV�RI�D�KRPHRZQHU¶V�VSHFL¿F�VLWXDWLRQ�LQ�OLHX� 
RI�WDUJHWLQJ�FHUWDLQ�UHJLRQV�RU�FRXQWLHV�

4. Program Allocation 
    (Excluding Administrative  
     Expenses)

���������������

5. Borrower Eligibility  
    Criteria

�� Homeowner qualifies as low-to-moderate income based on per-
household income thresholds set forth in the county in which  
WKH�KRPHRZQHU�UHVLGHV��,QFRPH�WKUHVKROGV�DUH�DV�SRVWHG�RQ�WKH� 
.HHS�<RXU�+RPH�&DOLIRUQLD�ZHEVLWH�

�� Homeowner completes and signs a Hardship Affidavit / 3rd Party 
$XWKRUL]DWLRQ�WR�GRFXPHQW�WKH�UHDVRQ�IRU�KDUGVKLS���

�� Homeowners who have recently encountered a financial hardship  
GXH�WR�WKHLU�PLOLWDU\�VHUYLFH�DUH�HOLJLEOH�

�� Homeowner has adequate income to sustain post-assistance 
PRUWJDJH�SD\PHQWV�
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�� Homeowner’s pre-assistance, total monthly first-lien mortgage 

SD\PHQW�3,7,��SULQFLSDO��LQWHUHVW��WD[HV�DQG�LQVXUDQFH��DV�DSSOLFDEOH��
including any escrowed homeowner’s association dues or 

assessments, is greater than 38% of the gross household income 

H[FOXGLQJ�WHPSRUDU\�LQFRPH��H�J���XQHPSOR\PHQW�RU�VKRUW�WHUP�
disability benefits) and/or a homeowner’s pre-assistance LTV ratio  

LV�JUHDWHU�WKDQ������
�� Homeowner’s post-assistance, total monthly first-lien mortgage 

SD\PHQW�3,7,��SULQFLSDO��LQWHUHVW��WD[HV�DQG�LQVXUDQFH��DV�DSSOLFDEOH��
including any escrowed homeowner’s association dues or 

assessments, must meet CalHFA MAC’s definition of an “Affordable 

Payment,” which means that the homeowner’s monthly first-lien 

mortgage payment is no greater than 38% of the gross household 

LQFRPH�H[FOXGLQJ�WHPSRUDU\�LQFRPH��H�J���XQHPSOR\PHQW�RU�VKRUW�
WHUP�GLVDELOLW\�EHQHILWV���2Q�D�FDVH�E\�FDVH�EDVLV��&DO+)$�0$&�
reserves the right to review and approve investor program guidelines 

that utilize post-assistance affordable monthly first-lien mortgage 

GHILQLWLRQV�JUHDWHU�WKDQ�����
�� Delinquent homeowners with a pre-assistance LTV of greater than 

100% but less than 120% that have a pre-assistance Affordable 

Payment must be able to demonstrate that an eligible hardship 

FDXVHG�WKHLU�SD\PHQW�WR�EH�WHPSRUDULO\�XQDIIRUGDEOH��H�J���UHGXFWLRQ�
RI�LQFRPH�RU�LQFUHDVH�LQ�XQDYRLGDEOH�H[SHQVHV�DV�SHU�SURJUDP�
JXLGHOLQHV��

�� Homeowner agrees to provide all necessary documentation to satisfy 

program guidelines within the timeframes established by CalHFA 

0$&���
�� First Lien mortgage loan must be delinquent or meet the CalHFA 

MAC definition of imminent default as substantiated by homeowner’s 

KDUGVKLS�GRFXPHQWDWLRQ��*HQHUDO�SURJUDP�HOLJLELOLW\�LV�GHWHUPLQHG�E\�
&DO+)$�0$&�EDVHG�RQ�LQIRUPDWLRQ�UHFHLYHG�IURP�WKH�KRPHRZQHU���
Program-specific eligibility is determined by CalHFA MAC on a first-

come/first-approved basis until program funds and funding reserves 

KDYH�EHHQ�H[KDXVWHG��/RDQ�VHUYLFHU�ZLOO�LPSOHPHQW�WKH�++)�SURJUDP�
EDVHG�RQ�SDUWLFLSDWLRQ�DJUHHPHQW�WHUPV�DQG�FRQGLWLRQV�

6. Property/Loan  
    Eligibility Criteria

�� Current, unpaid principal balance (“UPB”) (includes the interest-

EHDULQJ�XQSDLG�SULQFLSDO�EDODQFH�DQG�DQ\�H[LVWLQJ�QRQ�LQWHUHVW�
bearing forbearance balance) of the first-lien mortgage loan  

LV�QRW�JUHDWHU�WKDQ����������
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�� The property securing the first-lien mortgage loan must not be 

DEDQGRQHG��YDFDQW�RU�FRQGHPQHG�
�� The applicant must own and occupy the single family, 1-4 unit home 

(an attached or detached house or a condominium unit) located in 

&DOLIRUQLD�DQG�LW�PXVW�EH�WKHLU�SULPDU\�UHVLGHQFH��0RELOH�KRPHV�DUH�
HOLJLEOH�LI�WKH\�DUH�SHUPDQHQWO\�DIIL[HG�WR�WKH�UHDO�SURSHUW\�WKDW�LV�
VHFXUHG�E\�WKH�ILUVW�OLHQ�

�� A pre-assistance loan-to-value (“LTV”) ratio of 120% or greater is 

FRQVLGHUHG�D�KDUGVKLS�LQGLFDWLYH�RI�LPPLQHQW�GHIDXOW��
�� ,I�D�TXDOLI\LQJ��ILUVW�OLHQ�PRUWJDJH�ORDQ�LV�GHOLQTXHQW��WKH�VHUYLFHU�PXVW�

utilize the PRP monies to bring the first-lien mortgage loan current 

EHIRUH�DSSO\LQJ�353�PRQLHV�WR�WKH�KRPHRZQHU¶V�SULQFLSDO�EDODQFH�
�� The servicer will reduce the qualifying principal balance in 

conjunction with a loan recast or loan modification in the amount 

QHHGHG��XS�WR�WKH�PD[LPXP�SHU�KRXVHKROG�DVVLVWDQFH��WR�KHOS�
the homeowner establish an appropriate level of affordability and 

PRUWJDJH�GHEW�SHU�&DO+)$�0$&�JXLGHOLQHV��6XFK�ORDQ�UHFDVWV� 
or modifications must meet the CalHFA MAC modification and 

SURJUDP�JXLGHOLQHV�
�� 6HUYLFHU�PD\�DSSO\�353�PRQLHV�DV�D�VWDQG�DORQH�FXUWDLOPHQW�

to reduce the homeowner’s UPB in order to help the homeowner 

establish an appropriate level of mortgage debt as determined by 

&DO+)$�0$&�RQO\�ZKHQ�DOO�ILYH�RI�WKH�IROORZLQJ�FRQGLWLRQV�H[LVW�
 - Loan restricts a loan recast or modification,

 - Pre-assistance LTV ratio is 120% or greater, 

 - 6XFK�KRPHRZQHU�PXVW�QRW�KDYH�DVVHWV��H[FOXGLQJ� 
retirement assets) equal to or greater than the amount  

of PRP assistance, 

 - Pre-assistance mortgage payment meets CalHFA MAC’s 

definition of an Affordable Payment, and

 - 3RVW�DVVLVWDQFH�/79�UDWLR�LV�JUHDWHU�WKDQ������
�� /RDQV�LQ�IRUHFORVXUH�PD\�EH�HOLJLEOH�

7. Program Exclusions �� +RPHRZQHU�LV�LQ�³DFWLYH´�EDQNUXSWF\��+RPHRZQHUV�ZKR�KDYH�
previously filed bankruptcy are eligible for consideration only  

ZLWK�SURRI�RI�FRXUW�RUGHU�³'LVPLVVDO´�RU�³'LVFKDUJH �́�
�� +RPHRZQHU�IDLOV�WR�VDWLVI\�OHQGHU�XQGHUZULWLQJ�JXLGHOLQHV�
�� Homeowner’s post-assistance LTV ratio is greater than 140%  

RU�OHVV�WKDQ�������3RVW�DVVLVWDQFH�/79�UDWLR�PD\�EH�OHVV�WKDQ�
100% only if it is necessary in order to provide the homeowner  

DQ�$IIRUGDEOH�3D\PHQW�
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�� Homeowner’s pre-assistance total monthly first-lien mortgage 
SD\PHQW�3,7,��SULQFLSDO��LQWHUHVW��WD[HV�DQG�LQVXUDQFH��DV�
applicable) and any escrowed homeowner’s association dues 
or assessments, as applicable, calculated on the “UPB”, is less 
than 25% of the homeowner’s gross monthly household income, 
H[FOXGLQJ�WHPSRUDU\�LQFRPH��H�J���XQHPSOR\PHQW�DQG�VKRUW�WHUP�
disability benefits), as determined by CalHFA MAC at the time  
RI�D�KRPHRZQHU¶V�DSSOLFDWLRQ�IRU�DVVLVWDQFH�

�� Homeowner’s post-assistance total monthly first-lien mortgage 
SD\PHQW�3,7,��SULQFLSDO��LQWHUHVW��WD[HV�DQG�LQVXUDQFH��DV�
applicable) and any escrowed homeowner’s association dues or 
assessments, as applicable, is less than 25% of the homeowner’s 
JURVV�PRQWKO\�KRXVHKROG�LQFRPH��H[FOXGLQJ�WHPSRUDU\�LQFRPH� 
�H�J���XQHPSOR\PHQW�DQG�VKRUW�WHUP�GLVDELOLW\�EHQHILWV���RU�JUHDWHU�
WKDQ�&DO+)$�0$&¶V�GHILQLWLRQ�RI�DQ�$IIRUGDEOH�3D\PHQW�

�� Property is subject to a first priority lien securing a Home Equity 
/LQH�RI�&UHGLW��³+(/2&´��

8. Structure of  
    Assistance

,Q�WKH�HYHQW�WKDW�WKH�KRPHRZQHU¶V�SRVW�DVVLVWDQFH�/79�LV�OHVV�WKDQ�������
CalHFA MAC will structure the assistance as a non-recourse, non-interest 
bearing subordinate loan in favor of the Eligible Entity (CalHFA MAC) 
secured by a junior lien recorded against the property in the amount of 
WKH�++)�DVVLVWDQFH��$W�WKH�FRQFOXVLRQ�RI������WKLUW\�\HDUV��WKH�VXERUGLQDWH�
ORDQ�ZLOO�EH�UHOHDVHG��/RDQ�IXQGV�ZLOO�RQO\�EH�UHSDLG�WR�(OLJLEOH�(QWLW\�
(CalHFA MAC) in the event of a sale or a refinance that includes cash out 
DQG�WKHUH�DUH�HTXLW\�SURFHHGV�DYDLODEOH�SULRU�WR�IRUJLYHQHVV�

,Q�WKH�HYHQW�WKDW�&DO+)$�0$&�UHFHLYHV�OHVV�WKDQ������PDWFK�LQ�IXQGV�
by the lender/servicer and the homeowner’s post-assistance LTV is 100% 
or greater, CalHFA MAC will structure the assistance as a non-recourse, 
non-interest bearing subordinate loan in favor of the Eligible Entity 
(CalHFA MAC) secured by a junior lien recorded against the property in 
WKH�DPRXQW�RI�WKH�++)�DVVLVWDQFH��$W�WKH�FRQFOXVLRQ�RI�����ILYH�\HDUV��WKH�
VXERUGLQDWH�ORDQ�ZLOO�EH�UHOHDVHG��/RDQ�IXQGV�ZLOO�RQO\�EH�UHSDLG�WR�(OLJLEOH�
Entity (CalHFA MAC) in the event of a sale or a refinance that includes 
FDVK�RXW�DQG�WKHUH�DUH�HTXLW\�SURFHHGV�DYDLODEOH�SULRU�WR�IRUJLYHQHVV��

,Q�WKH�HYHQW�WKDW�&DO+)$�0$&�UHFHLYHV�D������RU�JUHDWHU�PDWFK�LQ�IXQGV�
by the lender/servicer and the homeowner’s post-assistance LTV is 100% 
RU�JUHDWHU��WKHQ�&DO+)$�0$&�ZLOO�QRW�VWUXFWXUH�WKH�DVVLVWDQFH�DV�D�ORDQ�
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Recovered funds will be recycled in order to provide additional program 

assistance until December 31, 2017, at which time any recovered or 

XQXVHG�IXQGV�ZLOO�EH�UHWXUQHG�WR�7UHDVXU\�

11. Estimated Number  
      of Participating 
      Households

12. Program Inception/               
      Duration

$SSUR[LPDWHO\���������7KLV�ILJXUH�LV�EDVHG�RQ�ORDQV�ZLWK�XQSDLG�
principal balances ranging from $200,000 to $400,000, with an 

DYHUDJH�IXQGLQJ�RI���������

The statewide launch of PRP was February 7, 2011 and it will continue 

until December 31, 2017 or until funding is fully reserved, whichever 

RFFXUV�ILUVW�

9. Per Household  
    Assistance

10. Duration of  
      Assistance

Up to $100,000 per household (average funding has been $68,000), 

OHVV�SURJUDP�PRQLHV�SUHYLRXVO\�UHFHLYHG�XQGHU�RWKHU�++)�SURJUDPV���

,Q�PRVW�FDVHV��DVVLVWDQFH�ZLOO�EH�DYDLODEOH�WR�KRXVHKROGV�RQ�D�RQH�WLPH�
only basis; provided, however, that CalHFA MAC reserves the right 

WR�SURYLGH�DGGLWLRQDO�353�EHQHILWV��QRW�H[FHHG�WKH�PD[LPXP�SURJUDP�
assistance amount per household) to previous PRP recipients if the 

KRPHRZQHU�KDV�VXIIHUHG�D�VXEVHTXHQW��TXDOLI\LQJ�KDUGVKLS�

14. Program  
      Interactions 

 with HAMP

PRP may work in conjunction with a HAMP modification to help eligible 

homeowners achieve desired income ratios, payment affordability and 

HVWDEOLVK�DQ�DSSURSULDWH�OHYHO�RI�PRUWJDJH�GHEW��353�PD\�EH�XVHG�
WR�UHGXFH�RU�HOLPLQDWH�DQ�H[LVWLQJ�QRQ�LQWHUHVW�EHDULQJ�IRUEHDUDQFH�
balance from a previous HAMP loan modification as described in the 

0+$�+DQGERRN��3ULQFLSDO�&XUWDLOPHQWV�)ROORZLQJ�0RGLILFDWLRQ�VHFWLRQ��
PRP may also be combined or used in conjunction with the HAMP 

3ULQFLSDO�5HGXFWLRQ�$OWHUQDWLYH��35$���353�IXQGV�DUH�QRW�HOLJLEOH�LQ�DQ\�
FRPELQDWLRQ�WR�TXDOLI\�IRU�+$03�35$�LQYHVWRU�LQFHQWLYH�FRPSHQVDWLRQ��

13. Program  
      Interactions with  
      Other HFA Programs

2WKHU�+)$�SURJUDP�EHQHILWV�PD\�EH�DYDLODEOH�WR�WKH�KRPHRZQHU�
SURYLGHG�WKH�++)�SURJUDP�PD[LPXP�EHQHILW�FDS�RI����������KDV� 
QRW�EHHQ�H[FHHGHG��7KH�KRPHRZQHU�LV�UHTXLUHG�WR�DSSO\�VHSDUDWHO\� 
IRU�HDFK�+)$�SURJUDP���

15. Program Leverage  
      with Other Financial  
      Resources

CalHFA MAC will require that the servicer waive all accrued and unpaid 

ODWH�FKDUJHV�DQG�16)�IHHV�DW�WKH�WLPH�WKH�PRGLILFDWLRQ�DJUHHPHQW�LV�
FRPSOHWHG��&DO+)$�0$&�ZLOO�UHTXLUH�WKH�VHUYLFHU�WR�ZDLYH�DQ\�DVVRFLDWHG�
UHFDVW�RU�PRGLILFDWLRQ�IHH���


