Mortgage Underwriting Guide
Table of Contents Mortgage
IC€ Technology®

TABLE OF CONTENTS

TABLE OF CONTENTS 1
CHAPTER 1. INTRODUCTION....ccciereeriossasessarosssssossssssssasesssasssssssessassoss 15
1.1 [COMPANY NAME] PHILOSOPHY 15
1.2 ABOUT THIS GUIDE 15
1.3 UNDERWRITING HELP DESK 15
1.4 ABILITY TO REPAY AND QUALIFIED MORTGAGE (ATR AND QM)............. 16
1.4.1  ATR Covered Loan .......cccccvvveerniiieeeeniieeeeeesforn e afieieeeeeeiieeeeeieeeesnineeeeenns 16
1.42  ATR Exempt Loan ........ooooviiiiiiiiiiiiiniei e 17
1.43  Prepayment Penalties.......ccccceeeveeeeeeiirieeririnieeiitbee e 17
1.4.4  Qualifying Interest Rates for ARMS ..a..coovvoiireeenc il 17
1.4.5  Other Changes Relating to ATR ...l it eeee e reee e 17
1.5 QUALIFIED MORTGAGES (@QM) 18
1.5.1  Types of Qualified Mortgages = Priot to July 1, 2021 .......coeevvvvrivriiireeeiiieeens 18
1.5.2  Types of Qualified Mortgages —On and After July 1, 2021 ......cccceoiieriiiinnneenn. 18
1.5.3  Safe Harbor and Presumptiomof COmMpliance ..........ccceeeeeeeeeeeereererenerienenennnnnns 20
1.5.4  AppendiX Q .oooevveoineeeeeeneeihee e et e eeerteeeeeitteeeettraeeeentaeeeeestnreeeeanraaeeeanraaeeans 21
CHAPTER 2. UNDERWRITING CONVENTIONAL LOANS 22
2.1 TEMPORARY!GUIDANCE - COVID-19 IMPACT 22
2.2 AUTOMATED UNDERWRITING SYSTEMS (AUS) 24
2.2.1  Fannie Mae Desktop Underwriter (DU) ......coovviiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeneens 24
2.2.2  Freddie Maesloan Product Advisor (LPA).......ooooiiiiiiieeeeeeeeeeeee e, 28
23 MANUAL UNDERWRITING 32
2.4 TRANSACTION TYPES 32
2.4.1  Purchase TranSaCtiONS.......uuuueerieeeeeeeeeeeeeerereeeeeerireraeannnnnnnaaaaseeaeeseeeeereeeerennssnes 32
242  RefiNance TranSaCtiONS . ....u. . cceeeeeeeeeeeeeeererieeeeeririiaeannnnnnaaeaseeaeeeeeeserseeeremessnes 32
243  Subordinate Financing Transactions..............eevevrvuruuuuenirreeieeeeeeeeeeerereeeerenennnes 41
244  Non-Arm’s-Length TranSactions ........ccccceeecviireeriiiieeeeiiiiieeeseiieeeeesereeeessneeeeesns 44
2.4.5  Construction-to-Permanent Transactions ...............eeeeeierrereieeeeeeeeererereeeeeenennnns 45
2.4.6  Texas 50(a)(6) TranSaACtiONS ......ceeeeeiiivieeeeeeiiiiiieeeeeeeiiteeeeeeeeeieeeeeeeeeraeeeeeeeens 46
2.5 FANNIE MAE MORTGAGES—LOAN CRITERIA 55
2.6 FREDDIE MAC MORTGAGE—LOAN CRITERIA 55
2.7 BORROWER ELIGIBILITY 56
0 A I © ) < Y4 15U UUSRRPPRPR 56
2.7.2  ElGIDIe BOTTOWETS ..cciviiiiiiiiiiiiiieieeeeeeeeeeeeieieeeeeeiretatasaeasesaeeeseeeeeeeseseeeeeennsnnes 57

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents Mortgage

273
274
2.7.5

CHAPTER 3.
31

W W W W W W W W
— e = = = e =
O ~J NN B~ W

3.2
3.3

3.3.1
332
333
334
335
3.3.6
3.3.7
3.3.8
3.3.9
3.3.10
3.3.11
3.3.12
3.3.13

3.4
34.1

3.5
3.6

3.6.1
3.6.2
3.6.3
3.6.4
3.6.5

3.7
3.7.1

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].

IC€ Technology®

Ineligible BOITOWETS .....cceeeeiiiiiiiiieieeeeeeere e e e
Non-Purchasing Spouse/Non-Borrower Spouse.............coeevevvvivviiriinennnnnnnnnnn.
POWET Of AtLOINCY 1oooivviiieeiiiie ettt e e e e e et re e e e ennbeeeesennnneeas

CREDIT POLICY AND UNDERWRITING
DOCUMENTATION REQUIREMENTS

Complete Applications Required.............coooviiiiiiiiiiiiiiiiiiiee e,
Z:e10 Fraud TOlerance...........oovviiiiiiiiiiiiiiiiiieieee e e e e e e e e e eeeeeee e et s
AZE OF DOCUMENLS...cceiiiiiieiiiiiiee ettt et e st e e e ettt e e ettt e e s eerreeesennaeeesnnnneeeas
Direct Written VerifiCations ...........ceeuvuiiiuiuiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeresnennnnnnnnnnnes
Paystubs coooveviiiiiiiiiiieee e e
Alternative Documentation..............ueveveeeeeeesierenneestiererereeeeeeeeeeeerennennennnnnnnns
Mortgage INSUrance ...........ceeeeeeeeveneeeeeeeees S
Flood INSurance........ccoeeeeeeeeeeeeeiereeieeeeeiiiiiiineessatiee e

CREDIT HISTORY
CREDIT REPORT REQUIREMENTS

Age OF REPOTLS..ccevvieeeiiiieeeeador et e e
Credit Report Requirements ... . o it e e e e eeeeeeeeeeeeeeees
Adverse Credit ... ih . i e
Disputed Information...... o .ot e e e e e e e e e e e eeeeeeee e
Limited or No Traditional Credit HiStory ......ccccoeveveiiiiiireiiiiiiiiii,
Credit INQUITIES ..o e e e e e e sel e et eeeeeeeeeeeeeeeeeeestsaaeneseseaeaseesesaeaeseeeeesresnnnnes
Delinquent Payments ... i b oo e e e e e ee e
ReVOIVING ACCOUNLS ..... it eereeeeeiiiieeeeiiteeeeeriteeesstreeesestaeeeessnnreeessnreeeesnnnseeess
Authorized USEr ACCOUILS ~.......ccevrrrireeriirieeeieiiieeeeeitrieeeestraeeeessnreeessnnsreeesssnseeess
Consumer Credit Counseling (CCC)....oiiiiiiiiiiiiiiiiie et
Homeownership Education and Housing Counseling ................coevveeenennn.
AIETRATIVE, CTEAIL. ... ..eeieiiiiiiiiieeie e
Non-Traditional Credit............ooeiiiiiiiiiiiiiiiiiiieee e

CREDIT:SCORES
Credit SCOTE SELECTION ...uviiiiiiiiieee ettt e et e e e e e

CREDIT AUTHORITY LIMITS
BANKRUPTCY, FORECLOSURE, AND SHORT SALE

Waiting Period Table—Fannie Mae .........ccccoecvviviiiiiiiieeiiiee e
Waiting Period Table—Freddie Mac ........cccoceiiiiiiiiiiiniiciceecec e
BanKIUPECY vttt e e e e e e e e e e e e e e e et et ab b as
Foreclosure and Deed-in-LiCu .........ccovuiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeevee e
N 110] o AN -1 (S SUPRRPRI

LIABILITIES ....uuooiininiinennenncssensuessessaessesssesssssssessesses
Paying Off Debt to QUalify ......coooiiiiiiiiiii e




Mortgage Underwriting Guide
Table of Contents Mortgage

3.7.3
3.74
3.7.5
3.7.6
3.7.7
3.7.8
3.7.9
3.7.10
3.7.11
3.7.12
3.7.13
3.7.14

3.8

3.8.1
3.8.2
3.83
3.84
3.8.5
3.8.6
3.8.7

3.9

3.9.1
392
393
394
395
3.9.6
3.9.7
3.9.8
399
3.9.10
3.9.11
3.9.12
3.9.13
3.9.14
3.9.15
3.9.16
3.9.17
3.9.18
3.9.19
3.9.20

3.9.21

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].

IC€ Technology®

Revolving Account PAYMENts ..........eveeriiiiieeiiiiiiee et e e e eereee e e 82
InStallment DeDt......cccooeeeeeeieiiieeceee e 82
BUSINeSs DEDt ...t 82
StUAENT LOANS ..eeeiiiiiiiiiiiii ittt e e e 83
Past Due, Collections and Charge-Off ACCOUNtS........cceeevvvereeriiiireenriiiee e 84
Loans Secured by Retirement ACCOUNTES ......uuuiiiieieeeeeeeeeeeeieieieeeeeieeeiiiieenn 84
Open-End Lines of Credit (HELOCS) .....coiiiiiiiiiiieiieeeeee e 85
Deferred Payment ACCOUNTS .......ccceviiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeee s 85
Contingent LiabilitieS......uuuuiuiuiiiiiiiiieieeeee e e e e e e e e 85
Housing Payment History (VOM/VOR) ...ccoooieiieiieieeeeeeeceeeeeie e 87
Tax Debt and Tax LiNS ......cccveieiriiiieeiriiiieeeeiieeeeeiieeeeerieeeessenreeeessnreeeeenns 88
Judgments, Garnishments and Li€ns............cuvvviuiiiiiiiienieeeeeeereeerereeeeeeeenenns 88
Alimony Paid by the BOTTOWET .........ccovviiiiiiiiiaiiiiciiieiee e eeeeeeeeeeeeeeeeeeeeeeeees 89
VERIFICATION OF EMPLOYMENT 89
Verbal Verification of Employment (VOE)....ih.... oo, 89
Written Verification of Employment (VOE) ... i, 90
Self-Employment Confirmation .........u...coooeeeeneeeeriaidll i 91
PayStuDS coeeiiiiiiiiiiee e B e e e e e e e e e e e e e e e e e e et annnnnnnns 92
W2 FOIMS..eeeiiiiieeeniieeeeeeee i B el 92
Tax RETUIN ceveveiiiiiiee e i e 93
A506-T oot 94
INCOME ANALYSIS 94
Stable Monthly INCOMIE .......0 00 ..ot ere e e e e e 95
Income Documentation e, ..o .oeutieeiiiiiiiiiiiieeeeeee e e e e e e e eeeeeeeeeeeeeeeeeanaeaennnnnnnes 95
Calculating InComME. ...t e ettt e e erre e e e enree e e e enennee s 96
Acceptable TyPESiof INCOME .......cccuvviiieiiiiie et 96
Unacceptable Types 0fCOME .........coovviiiiiiiiiiieeece e 97
Furlough INCOME ........ccooeeiieieiiieeere e 97
ComMmMisSION INCOME......coueiiiiiiiiiiieii e e 97
OVEIHME TICOMIC . ...ttt ettt e e 98
BOoNUS TNCOME....coiiiiiiie e e e e e 98
PartsLimie and Seasonal INCOME ............ooeviiiiiiiiiiiiiiiiiieeie e 99
Temporary Leave INCOME .......cooviiiiiiiiieiiiiiiiiiee e 99
Retirement, Government Annuity and Pension Income. .......................... 100
TTUSE TNCOIMIE ittt ee e e e 100
Social Security INCOME..........coevviiiiiiiiiiie et 100
Child Support, Alimony, Maintenance ..........cccceeeereveeeeeriireeeesineeesseveeeeenns 101
Interest and Dividends ......cccoeeeeeeeiiieiiiiiiiieeerree e e e 101
Unreimbursed Business EXPenses .........cooevvvviiiiiiiiiiiiiinieieeeeeeeeeeeneeeeeeeenns 102
Self-Employed INCOME........ccooviiiiiiiiiiiiee et 102
Business Structures of Self-Employed Borrowers...........ccccoeevevvveeeincneenens 103
Employment by Relatives or Transaction Participants...........c.ceeeeeueeeee. 106
FOreign INCOME ...covviiiiiiiiiieie e e e e e e e e e e e e e eeeeeeeeeeees 106



Mortgage Underwriting Guide
Table of Contents Mortgage

IC€ Technology®

3.9.22 Notes Receivable, Installment Sales, and Land Contracts.......................
3.9.23 Unemployment INCOME......ccoeveieeiiiieeiiiiiiieiiiiiiiiicceeee e e e e e e e e eeeeeeeeeeeeees
3.9.24 Rental INCOME.........oooviiiiiiiiiieieee e e e e e e e e e e e e e e e e e eeeeeeaaaaaaaaaeaas
3.9.25 TP INCOIMIE ettt e e
3.9.26 Future Income/Employment Offers ...........ooevvuiiiiiiiiiiiiieieieeeeeeeeeeeeeeeeeeeens
3.9.27 Qualifying with FUuture INCOMmME.......cceeeveeeiiiiiiiiiiiiiiiiiiie e
3.10 QUALIFYING RATIOS..
3.10.1 Housing Payment Ratios .......ccoeeeviiiiiiiiiiiiiiiiiiiiiicceeee e e e e eeee e
3.10.2 Debt-To-INCOME RAtIOS.....ccuuiiiiiiiiiieeie e
3.10.3 Standard Qualifying Ratios For Conforming Loans...........c.cccccevevrenrieeennnnne.
3.104 Loan-t0-Value RAtIOS ........oovvvviireiriieiiiiiiiiiee e e e e e e e e e e e e e e e eeeeeeeeeaaaaaens
3.11 ASSETS AND RESERVES
3.11.1 Down Payment Requirements.................dbiiooo @i,
3.11.2 RESCIVES ooniiiiiiee et e
3.11.3 Prepaid CoStS. uumiiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeesannneseennesfiseeneeeeeeeeeeeerereeeenenenes
3.11.4 Acceptable Sources 0f ASSEtS ......@ueeeeeerecirereerreiamidreiee et
3.11.5 Unacceptable Sources 0f ASSEtS...... o uiieeiririseeriorreeeernirreeenserneeesssnreeeenns
3.11.6 1031 Tax Deferred Exchangest . ... ool
3.11.7 Bank Statements.............dbo b e
3.11.8 Verification of Deposit,.....ilu. .l eeeee e
3.11.9 Use 0f BUSINESS FUNAS ... e
3.11.10 Earnest MONEY ....coouuu i i e e e e ettt e e et e e e e eetaae e e eeeeaenaeeeeeees
3.11.11 (5 1 e S TR
3.11.12 Retirement ACCOMMES ... 0. v et e e e e e e eeenan
3.11.13 Stocks and Bonds ..ot
3.11.14 Real EState PrOCEedS . un.oieeee i
3.12 CONTRIBUTION S ...t leceeeeeeeeeccccssssssssssesesccssssssssssassesses
3.12.1 Interested Party Contributions (IPCS)........ouvviiiiiiiiiiiiiieieieeeeeeeeeeeeeeeeeeeens
3.12.2 Indue@ments t0 PUurchase............ccoooivviiiiiiiiiiiie e
3.12.3 ENgible CONrIDULIONS ..uuuiiiiiiiieieeeeeeeeeeeeceeeeeeieiiiiesee e e e e e e e e e e eeeeeeeeeeeeenes
3.12.4 Ineligible€ ContribULIONS ......ccoveeeeeieeeeeeiiieeeeeeeiiiiiresee e e e e e e e e e e e eeeeeeeeeeees
3.12.5 S EILET COMCESSIONS ..uueeuieieeeeeeeeeeeeeeeeeeeee e e e e e et e e e e eee e eeeeeeeeaaaaanes
3.12.6 BUuydown @S TPC .....ccooiiiiiiiiiiieeeeee ettt e s ae e
CHAPTER 4. PROPERTY REQUIREMENTS
4.1 PROPERTY STANDARDS
4.1.1 Eligible Property TYPES ..oceeeeeiiiiiieieieeiiiiiiiceeeeee e e e e e e e e e eeeeeeeeeeeeeeeesaenennnnnnnes
4.1.2  Ineligible Property TyPeS ..ccciieirciiieeeeiiiieeeeiiteeeeiveee e e e e e eiree e e eneraeessnneeee s
4.1.3  OCCUPANCY SEATUS ceerniiiiiieiiiiee ettt ettt ettt e ettt e e sttt e e e s e e e saraeee s
4.1.4  Property CONAitioN.......ueeeieeeeeeeeeeeeeeeeeieieieeeeiiiiiieiiieseseseeeeeeeeeeeeeeeeeeeeseenenes
o I T 5 1 (= R
4.1.6  Ownership History/Chain of Title ..........ccoevriiiiiiiiiiiiiiiiieiee e

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents Mortgage

4.1.8
4.1.9
4.1.10
4.1.11

4.2

4.2.1
422
423
424
4.2.5
4.2.6
4.2.7
4.2.8
4.2.9
4.2.10
4.2.11
4.2.12
4.2.13
4.2.14

4.3
43.1
4.4

44.1
442
443
444
445
44.6
44.7
448
449
4.4.10
4.4.11
4.4.12
44.13
4.4.14
44.15

4.4.16
4.4.17
4.4.18
4.4.19

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].

IC€ Technology®

Property FlIPPING . .uueieeeeeee et e e e e e e e e e e e e e e e e eanenenes
Properties Subject To Age ReStriCtionsS .....ueueeceeeieeeeeeeeeeeeeeeeeeeeeeeeiiiiiieneennnnns
Properties Subject to Occupancy Restrictions............eeeveveveeveieviiiviiieeennennnnn.
Properties Subject to Resale Restrictions (Income).........ccccceeeeieininnnnnnne.
INSUTANCE ..coiiiiiiiiiiiii e ee et

CONDOMINIUMS ....ccorerrerisneenssnnenssanesssseessasesssasesssasesans

NS LTS 0031 T [0 1SR RPPPRR
General Condo Eligibility Requirements ..........ccccoevveveirciieeeeeiiieeeeeiiee e
i TS g o] (o g (0[S USRS
(@F03001 o) (18 (o s BSOS PUUUPPPPPRRIN
Multiple Unit OWNErShip .........cooviiiiiiiiiiiiiiiiiiiieeieee e e e e eeeeeeeeeeeeeeeeeeeeeeaenennenes
(0F0) 1011115 (2 1 B USRS
Right of First Refusal .........ccccvvvviiiiiiiiiiireefo e
Adverse Environmental Factors ...........cceeee i i,
Lati@ation . ...cuuuueeeiiiiieeieeeeeeeeeeeeeeeeeeeeeerenereneenssaBi e ioeeeeeeeeesaeeeeeeeneeeaeneenenannnnes
Delinquent HOA DUES ....ccoovvvieieriiiieeeeiiee e e sitine e sforeeiieeeeeiieeeeeieeee e
Insurance Requirements..........coeeeeeereeeeeeeeeniadidlr oo,
P0oOled INSUTANCE .....vvvviiiiiiiieeeee e B e eeeeeeeieiseinteneeseeeeeeeeeeeeaeeaaeeeennnenes
Condo Warrant Table......... i il
Condo Delivery Code Chagt.......... o0 it

PLANNED UNIT DEVELOPMENTS (PUD)

INSUIANCE——PUDDS .. e e e et ans
COOPERATIVES s iieeceeeeiibececcatioeeeneececceseesssssssscsssssssssases

Eligible Products.... .ot e e e e e e e e e e e e e e e e e e e eee e eeeeeanenennanas
General Eligibility, CTiteTia. ... ..coovrereeriiiieeeriiieeeeeiieeeeeireeeeeeenreeeseerreeesenneeess
Required Documentatien for Cooperative Project Approval .......................
Ineligible Coopefative ProjectS.........uuuiiiiiiuiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeveenes
Presale and Owner Occupancy Guidelines ...........ccccvvvervciieeiinciiieeeniiee e
CommeEBEIAT UISE Lt
Insurance—Cooperative Projects ........uuvuuruiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeiieeen
Property, Hazard INSUTance.............coevvviiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennenes
Fidelity Bond INSUTANCE............coovviiiiiiiiiiiiiciiieie e e e e eeeeeeeeeeeeeeeeeeeeeeeeeeenes
F1oOd INSUTANCE ......eiiiiiiiiiiiiiiiiie ettt e e e
Business Income Insurance (Rent Loss/Business Continuation)............
Recognition AZIrEEMENTt .......cceeeeeeeeeeeeeeeieieeeiieiiiiiiesee e e e e e eeeeeeeeeeeeeeeenenes
Transfer Fees (FIIP Tax)....coccovveiriiieeeiiiie et ee et e e eiree e seeee e
Lati@ation ...cceeiiieieiiiiiiiiiiceeeeee e e e e e e e e e e et e ee e e ettt e e e e e e e e eeeeeeeeeaaeeeenaaeaes
EXPOSULC...ceiiiie et e et e e e ettt e e e e e eeaa e e e eeees

Financial Stability.......cccviiieiiiiiiiiiiie et eare e s ee e
Current Operating Budget.........cceeieieieiieieieieieieieeeee e
Underlying Blanket MOTtZage.........cvvevrciiireiriiiieeeiiieeeeeirieeeeeieeeeesereeee e
Pro Rata Share.........cooiiiiiiiiiiiii et



Mortgage Underwriting Guide

Table of Contents l\/Iortgage
IC€ Technology®

4.4.20 Degree of Development...........eviiriiiiieiiciiiee et ee et e e eree e ae e 159
4.4.21 Subsidies/Tax ADAtEIMENTS .......iiuuiiieiiiiiiee e e e 160
4.5 MANUFACTURED HOUSING 160
4.5.1 Eligibility and General Requirements..........cccceeeevereeeeieererieieeeeeieiiiiiiiinnnnn 160
4.5.2  Manufactured Homes with Structural Modifications .......ccoceeuevvivvvienviinnnnnn. 162
453 Age of Home ReqUir€ments.......cccueeeeviiiiieeiiiiiie et 163
A58 STEE e 164
4.5.5 HUD Certification Label.......ccooooiiiiiiiiiiiiiiieeee et 164
4.5.6 Required Reports and Certifications.............uuvvvviueueiiiiiieieneeeeeeeereeerereeeeeenenns 164
457  Appraisal ReqUITeMENts........ccceeeeiiiiiiiiiiiiiiiiiiiiiiiicrere e e e e e e e eeeeeeeeeeeeeeeenes 165
4.6 CONSTRUCTION-TO-PERMANENT LENDING 165
4.6.1 Construction-to-Permanent Financing.............dfioooiiiieieneneeeniieeiinirieeeeeeenens 165
4.6.2  Construction-to-Permanent Treated as a Pur€hase Transaction .................. 166
4.6.3 Construction-to-Permanent Treated as a Rate,and'Term Refinance............ 166
4.6.4  Construction-to-Permanent Treated as a Cash-Out Refinance..................... 167
4.6.5  Acquisition Cost Documentation .......du.....coeevveeeereiiamidornieeenniiiee e 167
4.7 REO/REPO ...t eeee e 168
4.8 RURAL PROPERTY 168
4.8.1 Rural and Underserved COUNTIES ... . ..uiinniiiiiieiieeee e 169
CHAPTER 5. APPRAISAL REQUIREMENTS 170
5.1 APPRAISER INDEPENDENCE 170
5.2 AGENCY GUIDELINES-—FANNIE MAE 170
5.2.1 S UP TV IS Ol YA DD IS T LB vevvvvvvrennnnnnnsaeeaeeeeeeeeeererreeeeererssssnsnsnnnnnnnsasaaeseasaeeees 171
5.3 TRANSFER OF APPRAISAL 172
5.4 PROPERTY APPRAISAL REQUIREMENTS 172
5.4.1 Disclosurerof.Contract Amendments to APPraiSer............eeevvvevvvervveenennnnnnnn 173
5.5 CHANGES IN VALUE 173
5.6 COMPARABLE SALES 174
5.6.1 21 AN (=T 1T UTPPPPRR 174
5.6.2  New Projects/New Subdivision Requirements................euvvereciiiiieneneeneennnn. 174
5.6.3 INEW CONSIIUCTION 1uutiinniiiiiie it e et e e et et e et e et e eaeeaaeenneeranaes 175
5.6.4  Marketability/Predominant Value .........ccoeeeeeiiiiiiiiiiiiiiiiiiiiicieeeee e, 175
5.6.5  LOt SIZE (ACTCAZE)..uuereeiuriireeiiiiieeeerirteeeeserreeeestrreeesensrreeesasssseeesssssseeessssssaeesnnns 175
5.6.0  RESIIICTIONS ouviivniieniii ittt ettt et e et e e e et et e et e et e eaneeaaneenneernnnes 175
5.6.7  AppPraisal REPOTES ......ccoiiiiiiiiiiiiiiiiiiciereree e e e eee e 176
5.6.8 FNMA 1004/FHLMC 70: Uniform Residential Appraisal Report (URAR) .. 176
5.6.9 FNMA/FHLMC Form 2055: Exterior-Only Inspection Report..................... 177
5.6.10 FNMA 1004C/FHLMC 70B: Manufactured Home Appraisal Report...... 177
5.6.11 FNMA 1073/FHLMC 465: Individual Condominium Reportt .................. 177

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any

form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents Mortgage
IC€ Technology®

5.6.12 FNMA 1075/FHLMC 466: Exterior-Only Inspection, Condominium ..... 177

5.6.13 FNMA 2090: Individual Cooperative Appraisal Report.........cccvvvvevnneen.. 178
5.6.14 FNMA 2095: Exterior-Only Inspection, Cooperative Appraisal
L <] o) o USRS 178
5.6.15 FNMA 1025/FHLMC 72: Small Res. Income Property Appraisal
L N S] T0) o USSP 178
5.6.16 FNMA 1004D/FHLMC 442: Appraisal Update and/or Completion
L <] 010 o USRS 179
5.6.17 FNMA 1007/FHLMC 1000: Single Family Comparable Rent Schedule.. 179
5.6.18 FNMA 216/FHLMC 998: Operating Income Statement...............coueeeee... 179
5.6.19 FNMA Form 2075/FHLMC Form 2070 ....cccccooviiiiniiiiniiieniieeneeeiee e 179
CHAPTER 6. CONFORMING PRODUCTS 181
6.1 FIXED RATE MORTGAGES (FRM) 181
6.2 ADJUSTABLE RATE MORTGAGES (ARM) 181
6.3 CONSTRUCTION-TO-PERMANENT 181
6.4 INVESTORS 181
CHAPTER 7. NON-CONFORMING PRODUCTS 182
7.1 PRODUCTS 182
CHAPTER 8. UNDERWRITING FHA LOANS 183
8.1 LOAN PROGRAM GUIDELINES 183
8.1.1  FHA Loan Programs......... bt e ittt e e e e e e et eeeee e e e e e 183
8.2 UNDERWRITING 184
8.2.1  Automated WUnderwriting,with TOTAL Scorecard ..........cccccevueevnieennieennnnen. 185
8.2.2  Manual Und@rwItig,..... 000 . .c.eeieeieiiieeeiiiieeeeeiree e e ettt e e etreeeeesereeeeesenreeaeenns 185
8.3 CASENUMBERASSIGNMENT 185
8.4 BORROWER INELIGIBILITY 186
8.4.1  CreditfAlert Verification Reporting SyStem ...........ccocceeiiieiinieernieeenieeeneen. 186
8.4.2  HUD Limited Denial of Participation List and Government Services
Administration System for Award Management........c..cccceevueeenieernneennne 186
8.5 FRAUD DETECTION/FRAUD PREVENTION REPORT 187
8.6 CONFLICTS OF INTEREST 187
8.7 BORROWER ELIGIBILITY 187
8.7.1  Co-Borrower ReqUITEMENTS......cccevevvireeiiiiireeriiiieeeeiireeeeesiereeessereeesesnreeesnnns 188
8.7.2  Non-Occupant CoO-BOITOWET .......cccevviriiiiiiiiiiieeeeieeiiiieeee e e e e e e eiiiiereeeee e e e e e 188
8.8 TYPES OF FINANCING 188
8.8.1  Purchase Transactions.........coccuuuiiiiiiiiiiiieeeee ittt e e e e 188
8.8.2  Refinance TranSactions........occuueiiiiiiiiiiiiee ettt e e e e 189
8.8.3  RePAITr ESCIOWS oiiiiiiiiiiiiieiiiieieiie e e e e e e e e e e e eee e e e e e e e eeeeaeens 191

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any 7
form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents Mortgage
IC€ Technology®

8.8.4 Construction-to-Permanent Loan...........cooouiiiiiiiiiiiiiieiie e 192
8.8.5 Subordinate FINAnCING ..........uuuuuiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeere s e e e e e e eeeeeas 192
8.8.6  Identity-of-Interest TranSactionS......cccceveeeeeeeeeerrriiiieeieiiiiiiiire e eeeeeeeeeans 193
8.8.7  Ineligible TranSacCtiONS........cuuuuuuruuuuuiiieieeeeeeeeeeereerereereeeeeerasrennnnnaaaeaaasaeaaees 194
8.9 MAXIMUM LOAN AMOUNT 194
8.10 INTEREST CREDIT 195
8.11 PROPERTY ELIGIBILITY 195
8.11.1 PrOPeItY TYPES oottt e et e e et eeaees 195
8.11.2 Property ReqUITEMENTS. .. ..uuiiiieieeeeeeeeeeieieceeeiieiiiiisesee e e e e e e e e e e e e eeeeeeeenenes 196
8.11.3 New Construction versus EXiSting........cceuuvuiuiuiiiiiiiiiieieneeeeeeeeeereeeeeeeeeenenns 196
8.11.4 Condominium/PUD Projects ....c.ccccoveirciiriiiiiiiieeieeieceesee e 197
8.11.5 Manufactured HOMIES ....ccouniinniiiiie ettt eas 198
8.11.6 Property FIIpPING ....ovvvvveieiiiieieeeeeeeeeeeeeeeeeeadfor e 198
8.11.7 Occupancy TYPeS ceeeeevevecvveeeiereeeeeeeeniiieeeesore e, 199
8.11.8 Principal Residence Conversion...........co.. il ieiniisieeenneeeenieeeiee e, 199
8.11.9 Multiple Property Ownership.............oooeveeeiiimenneeedonrennnieeeeeeeeeeeeeeeeeeeenns 199
8.12 [ @ 20 D1 D.J 1 | S o A 200
8.12.1 Credit Score and Credit Reqiirements ... 4. oo, 200
8.12.2 Age of Credit Documents dh.........oiuveeeeeiidlr e 202
8.12.3 Derogatory Credit ..ot e e e e e e e e e e e ee e 202
8.12.4 Credit Inquiries and Undisclosed Debt............coovvviiiiiiiiiiiiiiiiieieieeeeeeeeee, 205
8.12.5 Disputed Tradelines ... . i oo e e e e e eeeeeeeeeiiiiirree e e e e e e eeeeeeeeeeeeeeenenes 206
8.12.6 Verification of Previous Mortgage/Rent HiStory......coceeeeeeeeeeeererinieeennnnnn, 207
8.13 LIABILITIES ...coeeeeeeietboeeecsetiioesseceeseesessssesssssesssssssssssssssssases 208
8.13.1 Contingent LaabilitiCS M. . .uvviuieiiiiieieieieeeeeeeeee e e e e e e e 208
8.13.2 Deferred ObligatiomnSy. ... ... cceeeeeeeeeeeerererieieiiiiiiiiiiireseeeeeeeeeeeeaeeereeeeeeeeens 208
8.13.3 Instatiment 'Débt, Revolving Charge Accounts, Lines of Credit ................. 209
8.13.4 Payoft or Paydown of Debt for Qualification..........ccccceeeniiiinciinciinennne. 210
8.13.5 Alimony and Child SUpport .........coovviiiiiiiiiicrereree e 210
8.14 ASSETS . citieestireeeeeeeeeeeeeeeeeeeeeeeeesessessssssssssssssssssssssssssssssssssssses 210
8.14.1 YL VA= 4 U i (o715 (o) s WP 210
8.14.2 Cash 0N Hand .....oooovvmmeeiiiiiieee et 211
8.14.3 SOUTCE OF FUNAS ...vveiiiiiiiieeee et 211
8.14.4 Earnest Money DePOSits ....ccceeeeeeeeeieeiiiiiiieiiiiiiiiiiceseeee e e e e e e e e eeeeeeeeeeeeees 212
8.14.5 (€ 554 5 PR PPPPRRR 212
8.15 RESERYVES ... ctttiiteteeeeeeeeeeesesssssessssssssssssssssssssssssssssssssssssases 213
8.16 IPCS—SELLER CONTRIBUTIONS 213
8.17 DOWN PAYMENT ASSISTANCE PROGRAMS 213
8.18 EMPLOYMENT AND INCOME VALIDATION 214
8.18.1 INCOME DOCUMENTATION t..uviinniiiniiie ittt et e e e et e eaeeeanaas 214

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any

form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents Mortgage
IC€ Technology®

8.18.2 Salaried Employees and Wage Earners ...........ccoeeeeeevevivieieieeieiiiiiiinnnnn 214
8.18.3 Self-EMPlOYEd...ccciiiiiiieiiiiiei ettt trre e e s e e s 215
8.18.4 Stability of Income and Employment .........c.cccoeveviiieriiiiineenniiee e 216
8.18.5 Tax Transcripts and 4506-T ..........ccooeiiiiiiiiiiiiiiiireree e e e e eeeeeeeeeeeeaes 216
8.18.6 Other INCOMEC. ....ciiiiiiiiiiiiii et 216
8.18.7 Disability INCOME ...cceeuviiiieiiiiiieeeeieie ettt e e e s eebee e e s snreeeeenns 217
8.18.8 Rental INCOME.....uuiiiiiiiiiieeeeiiee ettt e e e s e e s eeeeaes 218
8.19 QUALIFYING RATIOS (MANUAL UNDERWRITING) 218
8.20 APPRAISAL REQUIREMENTS 219
8.20.1 Other Inspection ReqUirements.........coeeeeeeeeiiiiiiiiiiiiiiiiiieee e 220
8.20.2 Transferred in APPraisalS.......ccceeeeeieiiiiiiiiiiiiiiiiireree e e eeeeeeeeeeeeeeaes 220
8.21 ESCROWS...uuiiitiiennensnicsnssssncssessssssssesssssssssssssssiiboscesss 220
8.22 REAL ESTATE COMMISSIONS 221
8.23 RENEGOTIATED SALES CONTRACTS 221
8.24 MORTGAGE INSURANCE 221
8.25 TITLE COMMITMENTS 222
CHAPTER 9. UNDERWRITING VA LOANS 223
9.1 VA LENDERS HANDBOOK 223
9.2 LOAN PROGRAM GUIDELINES 223
9.2.1  Lender Certification ...... o i e ittt eee e e e e e et ee e e e e e e e e e e 223
9.3 AUTOMATED UNDERWRITING.. 223
9.3.1 AUS—Desktop Underwtiter or Loan Product AdviSor............eeeeveveveeennnnnns 224
0.3.2  Case NUMDEE,.....uuuee i ee ettt e e e e e e e e e e e 224
9.4 VALIDATION OF QUALIFIED PARTIES 224
9.4.1  VeteranSHEligibleé Tor VA FInancing..........ccccceeevvviiieriiiiireenniiieeeeeieeeesnveee e 224
9.4.1  Ceftificate Of EIIGIDIlity.......cccoviiiiiiiiiiiiiie it 225
0.4, G A RS ettt ettt ettt 225
0.4.3  Entitlement et e e e e e 225
9.5 QUALIFYING RATIOS 226
9.6 BORROWER ELIGIBILITY 227
9.6.1  ElGIDIe BOTTOWETS ..ceeviiiiiiiiiiiiieieeeeeeeeeeeeeeeeceeeeerieiaatessseeeeeeeaeeeaaeaeeeaeenenes 227
9.6.2  Ineligible BOTITOWETS......cuuiiiiiiiiiiiiieeeieeeeeeeeee ettt s e e e e e e e e e eaeaeaaens 228
9.6.3  Non-Occupant CoO-BOITOWET .......coeiiiiiiiiiiiiiiiiiieieeee ettt e e ee e 228
9.7 TYPES OF FINANCING 228
0.7.1  PUTCRASE .ottt e e e e e 228
9.7.2  Refinances and the Protecting Veterans from Predatory Lending Act of
20 L8 ettt e e e e e ettt e e e e e e e e e e e 228
9.7.3 Refinances—Type I and Type II Cash-OuUt.......cccccevvevriiiieiiciiiieeeiiiee e, 229

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any

form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Table of Contents

Mortgage
IC€ Technology®

9.7.4 VA Interest Rate Reduction Refinance Loan (IRRRL) ........ccccceeviviirrnnnnnn... 231
9.7.5  Secondary FiNanCing .........ccccoeciiieeiriiiieeeiiiiieeeeiieeeeeieeeeesrreeesesnreeeseneaeee s 232
9.7.6  JOINTE LOANS .c..eiiiiiiiiiiiieeiie ettt et ettt 232
9.8 LOAN PURPOSE 233
9.9 MAXIMUM LOAN AMOUNT AND LTV 234
9.10 PROPERTY ELIGIBILITY 234
9.10.1 PrOPerty TYPES oeeeeiiieeieeeeeiee et e e et 234
9.10.2 Property ReqUITEMENTS ...uuuuiiiieieeeeeeeeeeeeeieieceeeeeeiiiie e e e e e e e e 235
9.10.3 Property INSPECLIONS ..uuvvuvueiiiiieeeeeeeeeeeeeee et e e e e e e e e e e e e eeaeeas 235
9.10.4 Manufactured HOMES .......cccvviiiiiiiiiiieiiiiee e 237
9.10.5 Condominiums/PUD  Projects........cceevveiiieeiniiiiieeiiiieeeeiiieeeerireee e 238
9.10.6 Condo ReVIEW/WaATTANLY .....vuvuuiiiiiiiiiiiieieeeeeesaeeeeeeeeeeeeeeerennennnnnnnnnnnnnns 238
9.10.7 Construction/Permanent Home Loans..... 4. .....ccoooiiiiiiiiiiiiiiiiiinnnn. 238
9.11 OCCUPANCY 239
9.11.1 Principal Residence Conversion to Investment Property...................... 239
9.11.2 Other Rental INCOME .......oovviviveeaneieneeeeee e 239
9.11.3 Multiple Property OWNership........cu. .cooiiiiiiiiaeiiiiiiiicieiene e e e e e eeeeeeen 240
9.12 CREDIT 240
9.12.1 Age of DOCUMENTS ... il 240
9.12.2 Credit HiStory ..o i e e e e e e es 240
9.12.3 AUS Manual Downgrade .\ . ....ihu eeeeeeriieeeeeiieeeesiieeeeeireeeeesnreeeessnseeees 240
9.12.4 Credit Requirements—Non-Purchasing Spouse.........ccccccevvvviirerncinennns 241
9.12.5 DiSputed A CCOUTES - iliueeheeerrreeeiirieeeeeiireeeeeerreeesennreeeessnsnreeesesnreeesssnseeens 241
9.12.6 Derogatory Creditid. ..o e e e e e e e ae e 241
9.12.7 Third-Party “TVerifications ..........cccoveeeeiriiiireeiiieee e e 242
9.13 ASSETS 242
9.13.1 ASSet DOCUMENEALION. .. .eeeirriiiereeriiieeeeriiieeeesiireeeesereeeesserreeesssraeesssnseeess 243
9.14 RESERVES 243
9.15 IPCS—SELLER{ CONTRIBUTIONS 244
9.16 LIABILITTES 244
9.16.1 Child Care EXPENSES .....ccccviiieeriiiiieiiiiieeeeriiteeeesirteeessieeeeessnreeesssnneneesenns 245
9.17 EMPLOYMENT AND INCOME 245
9.17.1 Current Employment Less Than 12 months ..........cccccccceiiiiiiiiiiiniiinnee. 245
9.17.2 Active-Duty Military INCOME ........cccvveveiiiiiireiniiiee et 246
9.17.3 Frequent Changes of EmMployment.........c.cccooeiviiiiiniiiiee e 246
9.17.4 INCOMIE....cc i 246
9.17.5 Income DOoCUMENIAtION ...uuuuieieeeeeeeeeeeeecceceeeeeeeiiireree e e e e e e e e e e e e eeeeeeeeeeees 247
9.17.6 Residual Income Requirements .............cceevviviiiiiiiiiiiiiineneeeeeeeeeeeeeeeeeeenenns 248
9.18 APPRAISALS . ..ccuuiiiiiticneinntcsnessstcssessssssssssssssssssssssssssssses 249

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].




CHAPTER 10. UNDERWRITING USDA LOANS

Mortgage Underwriting Guide
Table of Contents

ICe

Mortgage
Technology”

9.18.1 Appraisal REqUITEMENLS............eeeiviiiiiiiiiiiiiiiiereee e e e e e e e e eeeeeeeeeeeeees
9.18.2 Renegotiated Sales CONractS..........ccevvviiieiiiiiiiiiiiiiieieeeeeeeeeeeeeeeereeeeeenenes

9.19 ESCROWS..........ccu....

9.20 REAL ESTATE COMMISSION

9.21 FUNDING FEE

9.22 DOWN PAYMENT AND CLOSING COSTS

9.22.1 DowWn Payment.........eoiiiiiiiiiiieiee e
9.22.2 Allowable CLOSING COSES ..viiiiriirireeeiiiiieeeiieeeeerireeeeeireeeesireeeesssreeeessnreeeas
9.22.3 Non-Allowable Borrower-Paid Closing Costs.........ccccvveevrcivieeenncirieeeeninnnn.

9.23 TITLE COMMITMENT

10.1 LOAN PROGRAM GUIDELINES

10.2 AUTOMATED UNDERWRITING

10.2.1 Submission to RD for Conditional Commitment

10.3 DISCLOSURES ............

10.4 VALIDATION OF QUALIFIED PARTIES
10.4.1 Borrowers Eligible for Go¥ernment Financing

10.5 LDP/GSA LISTS

10.6 USDA INCOME REQUIREMENTS

10.6.1 USDA Income T@EMINOLOZY coihi.uuvvrreeriiiriieeenirieeeeiiiieeesssirreeesesnneeesssnseeeenns
10.6.2 Calculating INCOMIB. ..otttk v eeeeeeiiieeeeeiieeeee it e e et e e e et ee e e s sneaeeeessnreeeeeans
10.6.3 Adjusted Annual INCOME.. 5. uiiiiiiiiieeeiee e e
10.6.4 Repayment THEOMIE .5 ..o oot

10.7 UP-FRONT LOANGUARANTEE FEE

10.7.1 Up-Front Fee for Purchase Loans .........cccccevviiiiiiiiiiiee et
10.7.2 Up-Front Eee for Refinance Loans ........ccocceeviiiiiiiiiiiiiiiiiiciicceicceee
10.7.3 Calculating the Up-Front Loan Guarantee Fee

10.8 ANNUAL FEE

10.9 HOMEBUYER EDUCATION ...

10.10 QUALIFYING RATIOS

10.11 BORROWER ELIGIBILITY

10.11.1 Eligible BOTTOWETS ...uvviiiiiiiiieieeeeeeeeee et e e e e e e e e e e e eeeeeeeeeenenes
10.11.2 Ineligible BOTTOWETS ....uuuuiiieieieieeeeeeeceececeeeeeeiieee e e e e e e e e e e e e eeeeeeeeeeees
10.11.3 ReSIAENCY StAtUS .oevviiiiiiiiiiiiieieee e e e e e e e e e e e e eeeeeeeeeeeeeenes
10.11.4 ST ENATUTES . .vttiiieieeeeee e et et e e e e et ettt et eeeette e s e e e e eeeeeeeeeeeeeeereeseerssssnsnnnnnnnnnns

10.12 TYPES OF FINANCING

10.12.1 PUTCRASE .ottt et eas

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any

form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide

Table of Contents l\/Iortgage
IC€ Technology®
10.12.2 REfINANCE ...ooiiiiiiiiiieiee e e e e e e e e e e e e e e eerereaes
10.12.3 Secondary FINanCing............cevvviviiiiiiiiiiiiiiiieieeieeeeeeeeeeeeeeeeeeeeeeeeneeeeaennennenes
10.12.4 Ineligible Types of FINANCIng .......cccceevecviieeiiiiiieeeeiiiie e eiiee e eeiieee e erveee e
10.12.5 Financed CIOSING COSES ..ociiruiiiieeriiiieeeiiiieeeeeiitee e et ee e eeiereeesetbeeeessereeeeenns
10.12.6 Combination Construction to Permanent Loans...........cccceeeeeveiereeeenneen.n.
10.13 LOAN PURPOSE
10.13.1 Eligible Loan PUIPOSES ...uuuieeieieeeeeeeeeiieceeeeeeiiiiiieeee e e e e e e e e e e e e eeeeeeeeneaes
10.13.2 Ineligible Loan PUrPOSES ........vvviviiiiieeiiiiie ettt e ereee e
10.14 MAXIMUM LOAN AMOUNTS
10.15 PROPERTY ELIGIBILITY
10.15.1 EXIStING PrOPETILY .ccvvviiuiiiiiiiiieieieeeeeeeeeeeeieeeeeeeraciaieeseseeeeeeeeeeeeeaaeaeeeeeenes
10.15.2 Newly Constructed Property ..........oovvveveveeeadfoiiiniiiiiiieieeee e
10.15.3 Property TYPeS «ooeeeevveieeeeeiiiiiieieeeeeeiieeeee st
10.15.4 USDA Property Site Requirements...........coh i iniiieeniiieeeerieeee s
10.15.5 Property INSPECHiONS....uuuuueiieeeeeeeeeeeeeeeeeeeeeessannneeeenee i eeeeeeeeeeeeeeeeeeeeneenenes
10.15.6 Condo Review/Warranty.........cce@ueeeeeeeeeeeeeeeeiadieiiiiiiccieieeeeeeeeeeeenn
10.15.7 Hazard and Flood INSUTance .........- 0. ..oooiiiiiiimeiiiiiiiieeeeeeeeeeeeeeeeeeeeeeneens
10.16 OCCUPANCY
10.16.1 OCCUPANCY -evvvviviiieeeeeeesneeee i sfors ettt eeeeee e ettt eeeeeeessennabbaeeeeeaessenannns
10.16.2 Multiple Property OWREESHIP. .. .....ceeiiiiiiiiiiiiiiiiiiieieeee e e e e e e e eeeeeeeeeeeeneees
10.17  CREDIT ..cuuuiiiinrinnniesseroscssstoossatinesesssadosssssossasssssasesssasessasse
10.17.1 Age OF DOCUMEIES. .- e eiteee ettt e e eitee e e et e e e et e e e e entreeeeesntbaeeeesnsreeeas
10.17.2 Credit SCOTE....ceie s et et etieeseee e e e e e e e e e eeeeeeeeeeeereesessasnnnnnaasaaaasaeaeeens
10.17.3 Credit Requitements—Non-Purchasing Spouse..........ccccceeeeeeeiereeeennenennn.
10.17.4 Derogatory Cre@itiiim,. .. e eeeeeeeeeeeeeeeeeeeeeeeeeeiriiii e e e e e e e e e eeeeeeeeeeeeeeaeae
10.17.5 DiSPULEd ACCOUNLS ....vvvveiiiiiieeeeeeeeeeeeeeeeieeeeeiereeateineasasaeeeeeeeeeaeeereeeenenenes
10.17.6 Verification 0f Rent HiStory........cccviviiriiiiiiiiiiiiieecieee et
10.18  ASSEES uciiiiteiieicticsesnsntessesssssssssssssssssessssssssssssssssssse
10.18.1 NonsRetirement Assets t0 CONSIAET.......vvvviviiruiiiiiiieieieeeeeeeeeeeereeeeeeeeeeeenns
10.18.2 Assets Not ConsSidered ........ccccveeieeriiiieeiiiiee et e eeeeeeeree e e eireeeeseereee s
10.18.3 Market and Cash Value of ASSEets........coovviiiiviiiiiiiiiiiiiiiieeee e,
10.18.4 Assets Disposed of for Less than Fair Market Value..........ccoccooninnne
10.18.5 TS et ettt et et e e aeeas
10.19 RESERVES.....iiiinniioncniossssisssssosssssessssssssasssssssesssssossasss
T0.20  TPCS.uuuiiiiniinnniinsnnesssssesssssosssssossssssssssssssasssssasessssssssassossassoss
10.21  APPRAISALS....coivreiinneinsnniossnsisssssesssssossssssssssssssssesssssossasss
10.22  ESCROWS...uciiiiiiinneiensnniossssiossssisssssssssasssssasesssssssssssosssssoss
10.22.1 RePAIT ESCTOWS .eiiiiiiiiiiiiiiiieieie e e et e e e e e e e e e e e eeeeeeeeeeeeees

10.23 REAL ESTATE COMMISSION

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any
form or by any means, by or to any party outside of [Company Name].




Mortgage Underwriting Guide

Table of Contents l\/Iortgage
IC€ Technology®

10.24 RENEGOTIATED SALES CONTRACT 284
CHAPTER 11. HOME EQUITY CONVERSION MORTGAGES 286
11.1 OVERVIEW ....uuiinrinnninsnncssicsssssssnessessssscssssssssssssssssssssne 286
11.2 GENERAL CHARACTERISTICS OF A HECM 286
11.2.1 TTanSaACtION TYPES .uvvururuuuiiiiieieeeeeeeeeeeeeeieeeeeeeriretaeeseeeeeeeeeeeeaaeeeeeeenenenes 287
11.2.2 Principal LimMit......ooeeeeciiieeieiiieeeieie ettt e e e e s eeree e e s snreeeeenes 287
11.2.3 Payment PIAnS .........uuuuiiiiiiiiieie e e e e e e e e e eeee e 287
11.3 GENERAL GUIDELINES 288
11.4 CREDIT ANALYSIS 288
11.5 CREDIT ELIGIBILITY 288
11.6 HECM FOR PROPERTY HELD IN TRUST 288
11.7 POWER OF ATTORNEY AND CONSERVATORSHIP 289
11.8 BORROWER COUNSELING 289
11.9 BORROWER ELIGIBILITY 289
11.10 MORTGAGE INSURANCE PREMIUM (MIP) 290
11.11 PROPERTY ANALYSIS 290
11.11.1 Case Number......coooeeervvennnen ad@ll il 290
11.11.2 Order Appraisal..........ooo b dider e 290
11.11.3 Property ELgibility .......cc it e e e e e e e eeeeeeeeeeaes 291
11.11.4 RePAITS oo e e e e e e e 291
11.11.5 Protective Covenants in\HousinghCommunities for the Elderly ................. 292
11.11.6 Receipt and Logging of Appraisals..........cccoviiiiiiiiiiiiiiiiiiicieceee e, 292
11.11.7 Maximum Claim ATOUNTA. ... 5 oo eeee e 292
11.11.8 Calculation of Paymients . ..coooiiiiiiiiiiie i 293
11.11.9 Closing AnAIENAOTSCINENLS .. ..uvuuiiiieieeeeeeeeeeeeeeeeeeeeeeeeeieieere e e e e e eeeeeeas 293
11.11.10  Assignmentito HUDu....0 ..ot e eereee e 293
11,12 TITLEGI i cciihininicnennercssecssssssssssssssssesssssssssssssssssssssssassse 294
CHAPTER 12. FORMS AND'CHECKLISTS (EXAMPLE TOPICS) 295
12.1 [COMPANY NAME] WORKSHEETS 295
12.2 [COMPANY NAME] CONDOMINIUM FORMS 295
12.3 [COMPANY NAME] CONSTRUCTION-TO-PERMANENT FORMS.......cccceeveennen 295
12.4 OTHER FORMS AND CHECKLISTS 295

Copyright © 2013-2021 [Company Name] and its licensor. ALL RIGHTS RESERVED. Without the prior written
permission of [Company Name] and its licensor, no part of this work may be used, reproduced or transmitted in any 13
form or by any means, by or to any party outside of [Company Name].



Mortgage Underwriting Guide
Introduction M ortgage
Qualified Mortgages (QM) ICe Technol ogy"

QMs. The consumer can challenge both the ATR and QM standards, and the burden of proof will be
on [Company Name] to defend that its ability to repay determination was made in good faith.

The consumer could claim that [Company Name] failed to make a reasonable, good faith
determination of their ability to repay before the loan was made. If the consumer proves this claim in
court, [Company Name] could be liable for, among other things, up to three years of finance charges
and fees the consumer paid as well as the consumer’s legal fees.

There is a three-year statute of limitations on ability to repay claims, after which, consumers can
bring ability to repay claims only as setoff/recoupment claims in a defense to foreclosure.

1.5.4 Appendix Q

Note: The CFPB’s amendment to the ATR/QM Rule in December 2020dremovesyAppendix Q
requirements as of June 30, 2021.

Appendix Q to Part 1026 of the amendment provides.the standards for determining monthly debt and
income for the calculation of DTI in order to deterimine whether a'loan meets the standard for a
Qualified Mortgage. The CFPB (The Bureau) codified HUD Handbook 4155.1 Mortgage Credit Analysis
for Mortgage Insurance, but modified portions te eliminate FHA-specific underwriting process
requirements.

[Company Name] shall comply with Appendix, Q requirements when evaluating employment and non-
employment related income aswell as consumer liabilities.
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» Religious or nonprofit organizations

2.7.4 Non-Purchasing Spouse/Non-Borrower Spouse

When a married borrower applies in his name alone, the spouse is referred to as the non-borrower
spouse. A non-borrower spouse may have rights as a co-owner of the mortgaged premises due to
state community property or marital rights.

2.7.5 Power Of Attorney

Power of attorney must be approved by [Company Name] Underwriting and Secondary and must be
specific to the mortgage transaction. Power of attorney may be perfmitted, with prior approval by
[Company Name], on the following:

e Purchase or rate and term refinance transactions
e (Cash-out transactions
» Investment properties

Typically, the state where the borrower resides will be where the power of attorney should be
executed, with the following exceptions:

= Purchase transaction for which the borrower is ‘moving to another state and if the specific
power of attorney is related to theéypurchase; then it should be executed in that state.

= Purchase of a second home/investment property in another state and if the specific power of
attorney is related to the purehase, then it should be executed in the state in which the
property is being purchased.

Fannie Mae B8-5-06, Requirements for Use of a Power of
Attorney

Subject to restrictions, FanniedVlae allows an attorney-in-fact or agent under a power of attorney to
sign the security instrument and/or note as long as the lender obtains a copy of the applicable power
of attorney. Fannie Mae does not allow the use of POA for cash-out refinances.

Freddie Mac Seller Guide 6301.4: Power of Attorney

Freddie Mac will permit the use of a POA in situations of hardship or emergency, or when applicable
law requires the use of a POA.
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3.12.4 Ineligible Contributions

Generally, the cost of any contributions that are in the form of personal property or “giveaways”
(such as furniture, decorator items, automobiles, club membership, etc.) are not eligible
contributions, and are considered sales concessions.

3.12.5 Seller Concessions

Fannie Mae B3-4.1-03, Types of Interested Party
Contributions (IPCs)

Freddie Mac Seller ,Guide 4204.3: Interested Party
Contributions

Sales concessions are IPCs that are non-real estate items such asycash, moving expenses, furniture,
and decorator allowances. Contributions that exceed the allowablelimits for IPCs are also considered
seller or sales concessions.

The seller concessions must be deducted from thedsales\price\to réflect the amount of contribution
that exceeds the maximum, and the maximum LTV/CLTV ratios must be recalculated using the
reduced sales price or appraised value.

3.12.6 Buydown as IPC

Fannie Mae B3-4.1-03, Types of Interested Party
Contributions (IPCs)

Freddie Mac Seller Guide CH. 4204.3: Interested Party
Contributions

If the borrower is offered a_temporary or permanent interest rate buydown from an IPC, the cost to
fund the buydown mustibe included in the IPC calculation. Only full interest rate buydowns (e.g., 2—
1) are permitted.

The temporary buydown does not change the terms of the mortgage note. The permanent note rate
is printed on the note and the borrower is obligated to pay that note rate if the buydown funds are
not available.

A buydown agreement detailing the terms must be signed at closing.
The agreement must

= provide that the borrower will not be relieved of his obligation to make the mortgage
payment required by the terms of the note if for any reason the buydown funds are not
available;
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When the lot has been owned by the borrower more than 12 months prior to the closing of the
interim construction financing, the above guidelines apply, except that acquisition cost
documentation is not required.

5.6.4 Construction-to-Permanent Treated as a Cash-Out Refinance

When the lot has been owned by the borrower fewer than 12 months prior to the closing of the
interim construction financing, the following guidelines apply:

» The borrower’s intent is to extract land equity from the subject property.

= The borrower may also receive cash back for his actual cashdnvestment into the property, as
properly documented.

e The LTV/TLTVICLTV is within the cash-out guidelines for‘the pfoduct.

e The LTV/TLTVICLTV is determined by dividing the unpaid prineipal #alance of the
construction-to-permanent mortgage by the lesser of

o the current appraised value for the property (both the 46t and the improvements); or
o the total acquisition costs (which arefthe sum of the’documented costs of the construction
and the sales price of the lot)

= Acquisition cost must be documented.

When the lot has been owned by the borrower more than 12 months prior to the closing of the
interim construction financing, the,above guidelines apply, except that acquisition cost
documentation is not required.

5.6.5 Acquisition Cost Documentation

To document acquisition_cost, the borrower must provide a purchase contract or construction
statement (cost breakdown), signed by the borrower and the builder.

If the lot is acquired separately, the borrower must also provide a copy of the recorded deed with the
date of filing (if applicable) and one of the following:

= A copy of the lot purchase agreement or contract for deed
= An owner’s title policy
» A Closing Disclosure or HUD-1 settlement statement

Any large differences between the current appraised value and the original purchase price of a lot
that was acquired within the previous 12 months must be evaluated.

5.6.5.1 Borrower Acted as Contractor
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The appraiser must, at a minimum, do the following:

» Perform a visual inspection of the interior and exterior areas of the subject property.
= Inspect the neighborhood.

» Inspect each of the comparable sales, at least from the street.

» Research, verify, and analyze data from reliable public and/or private sources.

= Report his analysis, opinions, and conclusions.

6.6.16 FNMA 1004D/FHLMC 442: Appraisal Update and/or Completion Report

This form is required for appraisal updates and/or completion reportsfor all 1-4 unit appraisal
reports. At a minimum, when completing the Appraisal Update portion of the report, a photograph
of the front of the subject property must be included.

6.6.17 FNMA 1007/FHLMC 1000: Single Family Comparable Rent Schedule

A Single Family Comparable Rent Schedule is requirehwith a one-ufit investment property where the
borrower is using rental income to qualify. The fofm, which is prepared by the appraiser, is designed
to present the information needed to determine the market rent for a single-unit investment
property.

6.6.18 FNMA 216/FHLMC 998:1Operating)Income Statement

This form is used to determine the amount,of operating income that can be used in evaluating the
borrower’s credit. The underwriter willyuse the second page of the form to calculate the monthly
operating income and net cash flowfor the property, and to explain any adjustments made to the
borrower’s figures.

This is required for alllinvestment property transactions, regardless of whether or not rental income
is being used to qualify.

6.6.19 FNMA Form 2075/FHLMC Form 2070

These forms are not appraisal reports.

* Fannie Mae Form 2075 Desktop Underwriter Appraisal Waiver
» Freddie Mac Form 2070 Loan Product Advisor Condition and Marketability Report

When Desktop Underwriter recommends Form 2075, or Loan Product Advisor recommends Form
2070, the AUS has determined that the sales price or estimated value submitted will provide
adequate collateral for the mortgage loan. A property appraisal is not required for these
transactions.
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credit score, certain compensating factors may be allowed to justify exceeding the maximum
qualifying ratios. For a loan with a decision credit score of 580 or better, the ratios may be 40/50.

A matrix of credit score, applicable ratios, and acceptable compensating factors is provided in FHA
Single Family Policy Handbook 4000.1, Section II, A.5.d.viii Approvable Ratio Requirements. Any
compensating factors must be supported by the documentation as specified in this section.

9.20 Appraisal Requirements

FHA 4000.1, Il, A.3
FHA 4000.1, II, B

Each appraisal report submitted to [Company Name] requires the individual appraiser to fully comply
with all Uniform Standards of Professional Appraisal Practice (USPAP), Einancialdhstitutions Reform
Recovery and Enforcement Act (FIRREA) appraisal regulatory. standards, “and the Federal Housing
Finance Authority (FHFA) which issued the Appraiser Independence Requirements (AIR).

Appraisals must be completed by approved FHA roster appraisersiand include the assigned FHA case
number. Appraisers must confirm the subject,propertydmeets all HUD minimum property standards.

As the on-site representative for [Company Namel, theappraiser must provide preliminary
verification that a property meets thedproperty ‘acceptability criteria, which includes HUD’s Minimum
Property Standards (MPS).

Minimum Property Requirements, refer. to

= general requirements, that allshomes insured by FHA be safe, sound, and secure; and
= regulatory requirements.relating to the safety, soundness and security of [New Construction].

Refer to FHA SFH Policy"Handbook 4000.1, Section II, A.3 for FHA policy guidance on appraisals,
including reporting standardsyvalidity periods, effective dates, appraisal reuse and extensions, fees,
notification to borrowers, and other important topics. See FHA SFH Policy Handbook 4000.1, Section
II, B for Appraiser and Property Requirements.

[Company Name] requirements are as follows:

= All appraisers must provide a copy of their valid license and E&O insurance. This evidence
must be included in every loan file.

» Appraisals are valid for 120 days. After expiration, a new appraisal must be obtained.

» If the property was built before 1978, FHA has additional lead-based paint requirements.

High-balance loan amounts are subject to the following:
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