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Jumbo Select QM 

Unless otherwise addressed in these Jumbo Select QM guidelines, the more restrictive of the FNMA Selling 
Guide or Appendix Q must be followed.  All loans must meet QM Safe Harbor requirements. 

 

Eligibility Requirements 
 

Available Products 
¶ Fixed Rate:  30, 25, 20, 15, 10 year   

¶ ARM:  5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR  (ARMs carry a 30 year term and are fully amortizing) 
 

Qualifying Rate 
¶ Fixed Rates: Note rate 

¶ 5/1 ARM: Greater of the fully indexed rate or Note Rate + 2% 

¶ 7/1 ARM: Greater of the fully indexed rate or Note Rate 

¶ 10/1 ARM: Greater of the fully indexed rate or Note Rate 
 

Eligible Property Types  
¶ Single Family Residences (includes condos and PUDs) 

¶ 2-4 Unit properties 
 

Occupancy 
¶ Primary Residences for 1-2 units 

¶ Second Homes  
o aǳǎǘ ōŜ ƭƻŎŀǘŜŘ ŀ ǊŜŀǎƻƴŀōƭŜ ŘƛǎǘŀƴŎŜ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƴŎƛǇŀƭ ǊŜǎƛŘŜƴŎŜ 
o Must be occupied by the borrower for some portion of the year 
o Must be suitable for year-round use 
o Must not be subject to a rental agreement and borrower must have exclusive control over the 

property 
o Any rental income received on the property cannot be used as qualifying income 

¶ Investment properties for 1-4 units 
o Gift funds and business funds are ineligible sources of funds for reserves, cash to close, or 

downpayment 
o ¢ǊŀƴǎŀŎǘƛƻƴǎ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 

 

Maximum DTI  
¶ по҈ ŦƻǊ [¢±ǎ Җ ул҈  

¶ 36% for LTVs 80.01% - 85% 
 

                                                                                                   Back to Top 
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LTV/CLTV/HCLTV 
Primary Residence  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase and 
Rate/Term 
Refinances 

1 

760 85%3 $1,000,000 

720 80% $1,500,000 

720 75% $2,000,000 

720 70% $2,500,0002 

700 70% $1,000,000 

2 
700 65% $1,000,000 

720 60% $1,500,000 

Primary Residence  |  Cash Out Refinance7 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1 

720 70% $1,000,000 $250,000 

700 65% $1,000,000 $250,000 

720 65% $1,500,000 $500,000 

720 60% $2,000,000 $500,000 

720 50% $2,500,0002 $750,000 

 
 

Second Home  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase 1 720 80%4 $1,000,000 

Purchase or 
Rate/Term 
Refinance 

1 720 

75% $1,000,000 

70% $1,500,000 

65% $2,000,000 

50% $2,500,0002 

Fixed Rate Only (20, 25, 30 year) 

Second Home  |  Cash Out Refinance5 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1 740 

60% $1,000,000 $250,000 

55% $1,500,000 $500,000 

50% $2,000,000 $750,000 

 
 

Fixed Rate Only  (20, 25, 30 year) 

Investment   |   Purchase and Rate/Term Refinance  |  Cash Out Refinance6 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount 

Purchase 1-4 740 70% $1,000,000 

Rate/Term Refi 1-4 740 70% $1,000,000 

Cash Out Refi 1-4 740 60% $1,000,000  (max cash out $250,000) 

 
 

Back to Top  
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1First-Time Homebuyers are subject to a maximum loan amount of $1,000,000.  Loan amounts up to $1,500,000 allowed in CA and NJ, but 
carry a maximum 80% LTV/CLTV/HCLTV.  See Eligible Borrower section for specific requirements for FTHBs. 
 

 2Loan amounts > $2,000,000 are available on 20, 25, and 30 year fixed rates only 
  

 3The following requirements apply for transactions with LTVs greater than 80% 

¶ MI not required 

¶ Secondary financing not allowed 

¶ Maximum DTI 36% 

¶ Non-permanent resident aliens not allowed 

¶ Gift funds not allowed 

¶ Agency High Balance loan amounts are ineligible 

¶ Escrow account required for loans > 80% LTV unless prohibited by applicable law 
 

 4Second Home purchases with LTV/CLTV/HCLTVs between 75.01% and 80% are limited to 20, 25, 30 year fixed rate 
 

 5The following requirements apply for Second Home Cash Out Refinance Transactions: 

¶ 20, 25, 30 year fixed rate only 
 

 6The following requirements apply for investment property purchase, rate/term refis, and cash out refis: 

¶ Florida condos limited to 50% LTV/CLTV/HCLTV 

¶ Gift funds not allowed 

¶ ¢ǊŀƴǎŀŎǘƛƻƴ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 

¶ Appraiser to provide comparable rent schedule 

¶ FTHBs not allowed 

¶ 20, 25, 30 year fixed rate only 

¶ If using rental income, an executed lease agreement must be provided.  See Rental Income in the Income/Employment section for 
further details. 

 

 7Texas 50(a)(6) refinances only allowed on 20, 25, and 30 year fixed rate products.  See Texas 50(a)(6) section for further detail. 
 

 
 
 
 
 
 

ARM Specifics 
 

Interest Rate Adjustment Caps 

¶ Initial: 2% up/down 

¶ Subsequent: 2% up/down 

¶ Lifetime: 5% up 
 

Margin 
  2.25 
 

Index 
  1-Year LIBOR (London InterBank Offer Rate) 

 
Interest Rate Floor 

  Equal to the Margin 
 

Back to Top 

  

NOTES: 

¶ Minimum loan amount $453,101 (1 unit) or $1 over conforming loan limit (2-4 units) 

¶ Loan amounts between conforming loan limits and Agency High Balance are eligible except on loans with LTVs greater than 80% 

¶ Exceptions may be granted on a case-by-case basis for loans with terms or characteristics that are outside of the Jumbo loan 
guidelines. Approval of the exception must be granted by the investor prior to closing. 
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Change Dates 

¶ 5/1:  The first change date is the 60th payment due date.  Subsequent change dates are every 12 
months thereafter 

¶ 7/1:  The first change date is the 84th payment due date.  Subsequent change dates are every 12 
months thereafter 

¶ 10/1:  The first change date is the 120th payment due date.  Subsequent change dates are every 12 
months thereafter   

 

Conversion Option 
Not convertible 

 

Assumption Feature 
Fixed rate mortgages are not assumable; ARMs are. However, MiMutual does not underwrite or close 
assumptions. 

 

Documentation Requirements 
Full doc.  Manual underwriting requirements apply, regardless of AUS documentation waivers.  However, 
DU findings are required on all Jumbo loans.  The recommendation may be Approve/Ineligible, with the 
only reason for ineligibility being the loan size.   
 
If the 1003, title commitment, or credit documents indicate the borrower is a party to a lawsuit, additional 
ŘƻŎǳƳŜƴǘŀǘƛƻƴ Ƴǳǎǘ ōŜ ƻōǘŀƛƴŜŘ ǘƻ ŘŜǘŜǊƳƛƴŜ ƴƻ ƴŜƎŀǘƛǾŜ ƛƳǇŀŎǘ ŜȄƛǎǘǎ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ 
repay, assets, or collateral. 

 
 
 

Back to Top 
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Borrowers 
 

Eligible 

¶ US Citizens 

¶ Permanent Resident Aliens with evidence of lawful residency  
o Must be employed in the United States for the past 24 months 

¶ Non-Permanent Resident Aliens with evidence of lawful residency are eligible with the following 
restrictions: 
o Primary residence only 
o Maximum LTV/CLTV/HCLTV 75% 
o 20, 25, 30 year fixed rate only 
o No other financed properties in the US 
o Unexpired H1B, H2B, E1, L1, and G Series visas only.  G Series visas must have no diplomatic 

immunity. 
o Credit tradeline requirements must be met, no exceptions. 
o Borrower must have a current 24 month employment history in the US  

¶ First Time Homebuyers 
o Defined as a borrower who has not owned a home in the last 3 years. For loans with more than 

1 borrower, where at least 1 borrower has owned a home in the last 3 years, first time 
homebuyer requirements do not apply 

o Maximum loan amount $1,000,000 
o For transactions located in CA and NJ, a maximum loan amount of $1,500,000 is allowed if the 

following requirements are met: 
Á 720 minimum FICO score 
Á No gift funds allowed 
Á Primary residence only 
Á Reserve requirements for FTHBs are met 
Á Maximum 80% LTV/CLTV/HCLTV 

 
Documentation of Lawful Residency  
For a Permanent Resident Alien, one of the following is required: 

¶ A valid and current Permanent Resident Alien card (form I-551), also known as a Green Card 

¶ ! ǇŀǎǎǇƻǊǘ ǎǘŀƳǇŜŘ άǇǊƻŎŜǎǎŜŘ ŦƻǊ L-551, Temporary evidence of lawful admission for 
permanent residŜƴŎŜΦ  ±ŀƭƛŘ ǳƴǘƛƭ ψψψψέΦ  9ƳǇƭƻȅƳŜƴǘ ŀǳǘƘƻǊƛȊŜŘΦ  ¢Ƙƛǎ ŜǾƛŘŜƴŎŜǎ ǘƘŜ ƘƻƭŘŜǊ 
has been approved for, but not issued, a Permanent Resident Alien card. 

 
For a Non-Permanent Resident Alien, verification of a valid and eligible visa that allows the Non-
Permanent Resident Alien the right to work and live in the US issued by the USCIS is required. 

 
 

Back to Top 
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Ineligible 

¶ Any borrower without a Social Security Number (ITINs are not eligible) 

¶ Foreign Nationals 

¶ Non-occupant coborrowers 

¶ Borrowers with diplomatic status 

¶ Life Estates 

¶ Non-Revocable Trusts 

¶ Guardianships 

¶ LLCs, corporations, or partnerships 

¶ Land Trusts, including Illinois Land Trusts 

¶ Borrowers with any ownership in a business that is federally illegal, regardless if the income is not 
being used to qualify 

 

Multiple Properties Financed/Owned 
The borrower(s) may own a total of four (4) financed, 1-4 unit residential properties, including the subject 
property, and regardless of occupancy of the subject property.  All financed 1-4 unit residential properties 
ǊŜǉǳƛǊŜ ŀƴ ŀŘŘƛǘƛƻƴŀƭ ǎƛȄ όсύ ƳƻƴǘƘǎΩ tL¢L! ǊŜǎŜǊǾŜǎ ŦƻǊ ŜŀŎƘ ǇǊƻǇŜǊǘȅ, unless the exclusions below apply: 

¶ 1-4 unit residential financed properties held in the name of an LLC or other corporation can be 
excluded from the number of financed properties only when the borrower is not personally obligated 
for the mortgage 

¶ Ownership of commercial or multifamily (5 or more units) real estate is not included in this limitation. 
 
For other properties owned, documentation to confirm the P&I, taxes, insurance, HOA dues, lease 
payments, or other property-related expenses must be provided. 
 

 
 
 
 

Rate/Term Refinance Restrictions 
¶ The new loan amount is limited to pay off the current first lien mortgage, any seasoned non-first lien 

mortgages, closing costs and prepaid items.  
o If the first mortgage is a HELOC, evidence it was a purchase money HELOC or it is a seasoned HELOC 

that has been in place for twelve (12) months and total draws do not exceed $2,000 in the most 
recent twelve (12) months.  

o A seasoned non-first lien mortgage is a purchase money mortgage or a mortgage that has been in 
place for twelve (12) months.  

o A seasoned equity line is defined as not having draws totaling over $2,000 in the most recent 
twelve (12) months. Withdrawal activity must be documented with a transaction history.  

o Max cash back at closing is limited to 1% of the new loan amount.  

¶ Properties inherited less than twelve (12) months prior to application date can be considered for a 
Rate and Term refinance transaction if the following requirements are met:  
o Must have clear title or copy of probate evidencing borrower was awarded the property.  
o A copy of the will or probate document must be provided, along with the buy-out agreement 

signed by all beneficiaries.  
o Borrower retains sole ownership of the property after the pay out of the other beneficiaries.  
o Cash back to borrower not to exceed 1% of loan amount 
o Transactions in Texas subject to Section 50(f)(2) are ineligible   

NOTE:  Financed properties held in the name of an LLC or other corporation can be excluded from the 
calculation of number of properties financed only in cases where the borrower is not personally obligated 
for the mortgage. 
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Cash Out Refinance Restrictions 
¶ Borrower must have owned the property for at least 6 months.  If the property is owned free & clear 

and 6 months seasoning is not met, refer to Delayed Purchase Financing 

¶ Maximum cash-out limitations include the payoff of any unsecured debt, unseasoned liens and any 
cash in hand 

¶ Inherited properties may not be refinanced as a cash out refinance prior to 12 months ownership. See 
Rate/Term Refinances for requirements 

¶ Cash out refinances where the borrower is paying off a loan from a pledged asset/retirement account 
loan, secured loan, unsecured family loan, or replenishing business funds used to purchase the 
property, the following guidelines apply: 
o Cash out limitation is waived if previous transaction was a purchase 
o Seasoning requirement for cash out is waived (borrower does not have to own for 6 months prior 

to subject transaction) 
o Funds used to purchase the subject must be documented and sourced 
o CD for subject transaction must reflect payoff or paydown of pledged asset / retirement account 

loan, secured loan, unsecured family loan or business asset account.  If cash out proceeds exceed 
payoff of loans, excess cash must meet cash out limitations 

o ¢ƘŜ ǇǳǊŎƘŀǎŜ Ƴǳǎǘ ƘŀǾŜ ōŜŜƴ ŀǊƳΩǎ ƭŜƴƎǘƘ 
o Investment properties are ineligible 

 
Texas 50(a)(6) Refinances 
In addition to standard guidelines, loans originated in the State of Texas may be subject to additional 
requirements and restrictions due to the provisions of Section 50(a)(6) of the Texas Constitution (Texas 
Equity Loan). All cash-out loans and certain Rate and Term refinance transactions, involving the 
ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ƘƻƳŜǎǘŜŀŘ ǇǊƻǇŜǊǘȅΣ ŀǊe subject to these special requirements. MiMutual follows 
Fannie Mae requirements related to Section 50(a)(6) loans. Failure to follow these requirements will 
result in the loan being ineligible. 
 
If the existing loan is not a Texas Home Equity loan, funds from a new loan may be used in the 
following manner and still be considered a standard Rate and Term refinance transaction: 

¶ New loan is less than or equal to the existing UPB. 

¶ New loan equals UPB plus prepaids and closing costs. 

¶ New loan pays down or pays off a purchase money second. 

¶ New loan pays down or pays off an existing Secured Home Improvement Loan (mechanics lien). 

¶ New loan provides funds necessary to satisfy a court ordered divorce equity buyout. 
 

Back to Top 
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Under certain circumstances, a refinance of an existing Texas Home Equity loan may be considered as a 
standard refinance transaction. The following requirements must be met: 

¶ At least one year has elapsed since the Texas Home Equity loan was closed 

¶ There can be no advance of new money (except closing costs) 

¶ ¢ƘŜ ƴŜǿ ǇǊƛƴŎƛǇŀƭ ƭƻŀƴ ōŀƭŀƴŎŜ Ƴŀȅ ƴƻǘ ŜȄŎŜŜŘ ул҈ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ŦŀƛǊ ƳŀǊƪŜǘ ǾŀƭǳŜ ƻƴ ǘƘŜ Řŀȅ 
of the refinance 

¶ The borrower must be provided with a new disclosure 12 or more days prior to closing, advising the 
borrower of the risks of refinancing into a non-Texas Home Equity loan 

¶ ¢ƘŜ ōƻǊǊƻǿŜǊόǎύ ŀƴŘ ōƻǊǊƻǿŜǊΩǎ ǎǇƻǳǎŜ όƛŦ ŀǇǇƭƛŎŀōƭŜύ Ƴǳǎǘ ǎƛƎƴ ŀƴ !ŦŦƛŘŀǾƛǘ ŀǘ ŎƭƻǎƛƴƎ 
acknowledging that the above four requirements have been met 

 
Eligible Product Types  

20, 25 and 30-year fixed rate only 
 

Max LTV/CLTV 

Texas Equity Loans are limited to the lesser of 80% LTV/CLTV or program maximum. Please refer to 
specific program for LTV/CLTV maximum. 

 
Eligible Property Types  
Single-ǳƴƛǘ ǇǊƛƴŎƛǇŀƭ ǊŜǎƛŘŜƴŎŜ ŘŜǎƛƎƴŀǘŜŘ ŀǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ Ƙomestead under Texas law. Eligible 
property types are limited to an attached or detached dwelling, a unit in a PUD project, or a unit in 
a condominium project. Owner occupied primary residences only. Documented proof of 
Homestead Designation is required.  2-4 unit properties not allowed. 
 
Non-Borrowing Spouse  

The owner of the homestead and their spouse must consent to the extension of credit by executing 
the Deed of Trust. A non-borrowing spouse, regardless of their ownership interest in the 
homestead property, has the right to cancel.  
 
Property Valuation  

To determine current value, MiMutual must obtain a new full appraisal on either a Uniform 
Residential Appraisal Report, or Individual Condominium Unit Appraisal Report.  The appraisal for 
the property and the acknowledgment of fair market value must not include any property other 
than the homestead. 
 
The survey (or other acceptable evidence) must demonstrate that: 
ω Homestead property and any adjacent land are separate parcels, and 
ω Homestead property is a separately platted and subdivided lot for which full ingress and egress 

is available. 
 

Back to Top 
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Additional Requirements for Texas Equity Loans  

¶ Fees and charges to make the loan may not exceed 2% of the loan amount.  The following fees 
and charges can be excluded from the testing: 
o Bona Fide Discounts to lower the rate selected 
o Appraisal Fee 
o Survey Fee 
o [ŜƴŘŜǊΩǎ ¢ƛǘƭŜ tƻƭƛŎȅ 

¶ ¢ƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛǊǎǘ ǇŀȅƳŜƴǘ Ƴǳǎǘ ōŜ ŘǳŜ ƴƻ ƭŀǘŜǊ ǘƘŀƴ ǘǿƻ όнύ ƳƻƴǘƘǎ ŀŦǘŜǊ closing. 

¶ MiMutual must provide the title company with a detailed closing instruction letter and require 
acknowledgement of its receipt. 

¶ If this loan is being used to pay off a previous Texas Equity Loan, the loan may not close before 
twelve (12) months have passed from the closing date of the Texas Equity Loan being paid off. 

¶ If the new loan is a Texas Equity Loan originated to cure a failure in the original mortgage to 
comply with Section 50(a)(6), then the Texas law requirement that at least twelve (12) months 
have passed since any previous Texas Home Equity loan secured by a homestead property was 
closed does not apply. 

¶ The loan may not close before twelve (12) days after the loan application was taken by the 
ƭŜƴŘŜǊ ƻǊ ǘƘŜ ōƻǊǊƻǿŜǊ ǊŜŎŜƛǾŜǎ ǘƘŜ άbh¢L/9 /hb/9wbLbD EXTENSIONS OF CREDIT DEFINED BY 
SECTION 50(a)(6), ARTICLE XVI, TEXAS /hb{¢L¢¦¢Lhbέ ŘƛǎŎƭƻǎǳǊŜΣ ǿƘƛŎƘŜǾŜǊ ŘŀǘŜ ƛǎ ƭŀǘŜǊ !b5 
may not ŎƭƻǎŜΣ ǿƛǘƘƻǳǘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻƴǎŜƴǘΣ ƻƴŜ όмύ ōǳǎƛƴŜǎǎ Řŀȅ ŀŦǘŜǊ ǘƘŜ ŘŀǘŜ ƻƴ which 
the borrower receives a copy of the loan application, if not previously provided, and a final 
itemized disclosure of the actual fees, points, interest, costs and charges that will be charged at 
closing. 

¶ The loan may only close at the office of MiMutual, title company or an attorney at law. 

¶ Power of Attorney may not be used on a Texas Equity Loan. 

¶ Use FNMA approved Texas Equity legal documents (Note, Deed, Riders, etc.). 
 

Continuity of Obligation 
When at least one (1) borrower on the existing mortgage is also a borrower on the new refinance 
transaction, continuity of obligation requirements have been met. If continuity of obligation is not met, the 
following permissible exceptions are allowed for the new refinance to be eligible:  

¶ The borrower has been on title for at least twelve (12) months but is not obligated on the existing 
mortgage that is being refinanced and the borrower meets the following requirements:  
o Has been making the mortgage payments (including any secondary financing) for the most 

recent twelve (12) months, or  
o Is related to the borrower on the mortgage being refinanced.  

¶ The borrower on the new refinance transaction was added to title twenty-four (24) months or 
more prior to the disbursement date of the new refinance transaction.  

¶ The borrower on the refinance inherited or was legally awarded the property by a court in the case 
of divorce, separation or dissolution of a domestic partnership.  

¶ The borrower on the new refinance transaction has been added to title through a transfer from a 
trust, LLC or partnership. The following requirements apply:  
o Borrower must have been a beneficiary/creator (trust) or 25% or more owner of the LLC or 

partnership prior to the transfer.  
o The transferring entity and/or borrower has had a consecutive ownership (on title) for at least 

the most recent six (6) months prior to the disbursement of the new loan.  
 
 

NOTE: Transfer of ownership from a corporation to an individual does not meet the continuity of 
obligation requirement.  
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Delayed Purchase Refinances 
Delayed Purchase Refinancing is allowed with the following requirements:  

¶ Property was purchased by borrower for cash within six (6) months of the loan application.  

¶ HUD-1/CD from purchase reflecting no financing obtained for the purchase of the property.  

¶ Preliminary title reflects the borrower as the owner and no liens.  

¶ Funds used to purchase the property are fully documented and sourced and must be the 
ōƻǊǊƻǿŜǊΩǎ ƻǿƴ ŦǳƴŘǎ όƴƻ ƎƛŦǘ ŦǳƴŘǎ or business funds).  

¶ Funds drawn from a HELOC on another property owned by the borrower, funds borrowed against a 
margin account, or funds from a 401(k) loan are acceptable as long as the following requirements 
are met: 
o The borrowed funds are fully documented 
o The borrowed funds are reflected on the Closing Disclosure (CD) as a payoff on the new 

refinance transaction 

¶ LTV/CLTV/HCLTV for Rate and Term refinances must be met. The loan is treated as a Rate and Term 
refinance except for primary residence transactions in Texas. 

¶ Investment properties are allowed as long as borrower is not a builder or in the construction 
industry and prior transaction ǿŀǎ ŀǊƳΩǎ ƭŜƴƎǘƘΦ  

 

LTV/CLTV/HCLTV Calculation 
¶ If subject property is owned more than twelve (12) months, the LTV/CLTV/HCLTV is based on the 

current appraised value. The twelve (12) month time frame is defined as prior Note date to subject 
Note date.  

¶ If subject property is owned less than twelve (12) months, the LTV/CLTV/HCLTV is based on the lesser 
of the original purchase price plus documented improvements made after the purchase of the 
property, or the appraised value. Documented improvements must be supported with receipts. The 
twelve (12) month time frame is defined as prior Note date to subject Note date.  

 
 
 
 

Delayed Purchase Refinance 
The LTV/CLTV/HCLTV is calculated based on the lesser of the purchase price or appraised value of the 
subject property 

 
Back to Top 

  

NOTE:  Released subordinate liens must be paid off and closed to exclude them from CLTV/HCLTV 
calculation 
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Construction to Permanent Refinance Restrictions 
The conversion of construction to permanent financing involves the granting of a long-term mortgage to a 
borrower for the purpose of replacing interim construction financing that the borrower has obtained to 
fund the construction of a new residence.  The borrower must hold title to the lot, which may have been 
previously acquired or purchased as part of the transaction, and must be named as the borrower for the 
construction loan.  The home must have been completed per plans and specs. 

¶ LTV/CLTV/HCLTV is determined based on the length of time the borrower has owned the lot. The time 
frame is defined as the date the lot was purchased to the Note date of the subject transaction. 
o For lots owned twelve (12) months or more, the appraised value can be used to calculate the 

LTV/CLTV/HCLTV. 
o For lots owned less than twelve (12) months, the LTV/CLTV/HCLTV is based on the lesser of the 

current appraised value of the property or the total acquisition costs (documented construction 
costs plus documented purchase price of lot). 

¶ A Certificate of Occupancy from the applicable government authority is required. If the applicable 
government authority does not require a C of O, then proof of the absence of this requirement must 
be provided. 

 

Non-!ǊƳΩǎ [ŜƴƎǘƘ ¢ǊŀƴǎŀŎǘƛƻƴǎ 
A non-ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴ ƛƴ ƻƴŜ ƛƴ ǿƘƛŎƘ ǘƘŜǊŜ ƛǎ ŀ ǊŜƭŀǘƛƻnship or business affiliation between the 
borrower(s) and/or any parties in the transaction.  If a direct relationship exists between any of the parties 
to a transaction, including the borrower/buyer, seller (if applicable), employer, lender, broker, or 
appraiser, then the transaction will be considered non-ŀǊƳΩǎ ƭŜƴƎǘƘΦ   

 
Non-ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀǊŜ ƴƻǘ ŜƭƛƎƛōƭŜΣ ǿƛǘƘ ǘƘŜ ŜȄŎŜǇǘƛƻƴ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 

¶ Family sales or transfers 
o Must have independent, third party validation of income (with tax transcripts), assets, credit, 

and property value 
o Gift of Equity requires an acceptable gift letter and the equity gift credit is to be reflected from 

the seller to the borrower on the HUD-1/Closing Disclosure (as applicable) 
o Must provide a 12 month mortgage history on existing mortgage securing subject property 

confirming the family sale is not a foreclosure bailout 

¶ Property sellers are representing themselves as agent in real estate transaction 
o For sale by owner transaction must meet arms-length eligibility criteria 

¶ wŜƭŀǘƛǾŜ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅ ǎŜƭƭŜǊ ŀŎǘƛƴƎ ŀǎ ǘƘŜ ǎŜƭƭŜǊΩǎ ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴǘ 

¶ Buyers/borrowers are representing themselves as agent in real estate transaction  
o Commission earned by buyer/borrower cannot be used for downpayment, closing costs, or 

monthly PITIA reserves 

¶ wŜƭŀǘƛǾŜ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊ ŀŎǘƛƴƎ ŀǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴǘ 

¶ The borrower is the employee of the originating lender and the lender has an established employee 
loan program 
o Must have independent, third party validation of income (with tax transcripts), assets, credit, 

and property value 
(continued on next page) 

Back to Top  



Jumbo Underwriting Guidelines  |  Jumbo Select QM 

03.26.2018                                                                                                                                                                                                                23 

¶ Originator is related to the borrower 

¶ Renter buying from landlord 
o 24 months cancelled checks will be required to document a satisfactory (0x30) pay history.  

Written Verification of Rent is not acceptable 
 
 
 
Gifts from relatives that are interested parties to the transaction are not allowed.  Real estate agents may 
apply their commission towards closing costs and/or prepaids as long as the amounts are within the 
interested party contribution limits.  

 

Secondary / Subordinate Financing 
For each mortgage loan subject to a subordinate lien, to accurately calculate the LTV/CLTV/HCLTV ratio for 
eligibility requirement purposes, MiMutual must determine the maximum credit line for all HELOCs, if 
applicable, and the unpaid principal balance for all closed-end subordinate financing.  If any subordinate 
financing is not shown on a credit report, MiMutual must diligently determine if any other subordinate 
financing liens exist and provide documentation from the borrower or creditor. 

¶ Institutional Financing only. Seller subordinate financing not allowed. 

¶ Subordinate liens must be recorded and clearly subordinate to the first mortgage lien. 

¶ If there is or will be an outstanding balance at the time of closing, the monthly payment for the 
ǎǳōƻǊŘƛƴŀǘŜ ŦƛƴŀƴŎƛƴƎ Ƴǳǎǘ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜōǘ-to-income ratio. 

¶ Full disclosure must be made of the existence of subordinate financing and the subordinate 
financing repayment terms. The following are acceptable subordinate financing types: 
o Mortgage terms with interest at market rate. 
o Mortgage with regular payments that cover at least the interest due, resulting in no negative 

amortization. 

¶ Employer subordinate financing is allowed with the following requirements: 
o Employer must have an Employee Financing Assistance Program in place. 
o Employer may require full repaymenǘ ƻŦ ǘƘŜ ŘŜōǘ ƛŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅƳŜƴǘ ŎŜŀǎŜǎ ōŜŦƻǊŜ 

the maturity date. 
o Financing may be structured in any of the following ways: 
Á Fully amortizing level monthly payments 
Á Deferred payments for some period before changing to fully amortizing payments 
Á Deferred payments over the entire term. 
Á Forgiveness of debt over time 
Á Balloon payment of no less than five (5) years, or the borrower must have sufficient liquidity 

to pay off the subordinate lien. 

¶ LTV/CLTV/HCLTV guidelines must be met for loans with subordinate financing. 

¶ Secondary financing not allowed on LTVs >80%.  
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Interested Party Contributions 
Interested party contributions include funds contributed by the property seller, builder, real estate 
agent/broker, mortgage lender, or their affiliates, or any other party with an interest in the real estate 
transaction. Interested party contributions may only be used for closing costs and prepaid expenses, and 
may never be applied to any portion of the down payment or contribuǘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ 
reserve requirements.  
 

Maximum IPCs are as follows: 

LTV/CLTV/HCLTV Limit and Transaction Type Percent Limit 

Primary residences with LTVs > 80% 3% 

tǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜǎ ŀƴŘ {ŜŎƻƴŘ IƻƳŜǎ ǿƛǘƘ [¢±ǎ Җ 
80% 

6% 

Investment Properties (regardless of LTV) 2% 

 
 

 

Escrow Accounts 
Escrow waivers are available, but will contain a loan-level pricing adjustment 

 
 

Credit Requirements 
 

Adverse Credit 
¶ Bankruptcy, Chapter 7, 11, 13 ς seven years since discharge/dismissal date 

¶ Foreclosure ς seven years since completion date 

¶ Short Sale/Deed-in-Lieu ς seven years since completion/sale date 

¶ Mortgage accounts that were settled for less, negotiated or short payoffs ς seven years since 
settlement date 

¶ Loan Modification 
o Lender-initiated modification will not be considered a derogatory credit event if the modification 

did not include debt forgiveness and was not due to hardship as evidenced by supporting 
documentation.  No seasoning requirement would apply 

o If the modification was due to hardship or included debt forgiveness, seven years must have 
elapsed since the modification 

¶ Multiple derogatory credit events are not allowed 

¶ Medical Collections ς allowed to remain outstanding as long as the balance is less than $10,000 in 
aggregate 
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Exceptions for Adverse Credit 
Exceptions for credit events between 4 and 7 years will be considered on a case-by-case basis with 
extenuating circumstances, subject to the following: 

¶ Extenuating circumstances are defined as non-ǊŜŎǳǊǊƛƴƎ ŜǾŜƴǘǎ ōŜȅƻƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻƴǘǊƻƭΣ 
resulting in a sudden, significant, and prolonged reduction in income or catastrophic increase in 
financial obligations 
o Examples would include death or major illness of a spouse or child, but would not include 

divorce or job loss 

¶ Documentation must be provided to support the claim of extenuating circumstances and confirm 
the nature of the event that led to the credit event and illustrate the borrower had no reasonable 
option other than to default on their obligations 

¶ If the defaulted debt was assigned to an ex-spouse and the default occurred after the borrower 
was relieved of the obligation, the event may be considered on an exception basis 

 

Outstanding Judgments/  Tax Liens/Charge-Offs/Past-Due Accounts 
Tax liens, judgments charge-offs and past-due accounts must be satisfied or brought current prior to or at 
closing.  Cash-out proceeds from the subject transaction may not be used to satisfy judgments, tax liens, 
charge-offs, or past-due accounts. 
 
Payment plans on prior year tax liens/liabilities are not allowed, must be paid in full. 
 

Housing Payment History 
Mortgage history requires 0x30 in the past 24 months, and rental payment history requires 0x30 in the 
past 12 months - NO EXCEPTIONS.  This applies to all borrowers on the loan.  Borrowers who currently live 
rent-free (with family or other), or can only provide a VOR from a private individual are not eligible. 
 

Inquiries 
If the credit report indicates recent inquiries within the most recent 120 days of the credit report, the 
seller must confirm the borrower did not obtain additional credit that is not reflected in the credit report 
or mortgage application. In these instances the borrower must explain the reason for the credit inquiry. 

¶ If additional credit was obtained, a verification of that debt must be provided and the borrower must 
be qualified with the monthly payment. 

¶ Confirmation of no new debt may be in the form of a new credit report, pre-close credit report or gap 
credit report. 

 

Credit Report 
 

Age of Credit Report 
The credit report may not be more than 90 days old at the time the Note is signed. 
 
άCǊƻȊŜƴέ /ǊŜŘƛǘ wŜǇƻǊǘǎ 
Credit reports wƛǘƘ ōǳǊŜŀǳǎ ƛŘŜƴǘƛŦƛŜŘ ŀǎ άŦǊƻȊŜƴέ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ōŜ ǳƴŦǊƻȊŜƴ ŀƴŘ ŀ ŎǳǊǊŜƴǘ ŎǊŜŘƛǘ 
report with all bureaus unfrozen is required. 
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Tradeline Requirements 

¶ Minimum three (3) tradelines are required. The following requirements apply: 
o One (1) tradeline must be open for twenty-four (24) months and active within the most recent 

six (6) months. 
o Two (2) remaining tradelines must be rated for twelve (12) months and may be opened or 

closed. 
 
OR 
 

¶ Minimum two (2) tradelines are acceptable if the borrower has a satisfactory mortgage rating for at 
least twelve (12) months (opened or closed) within the last twenty-four (24) months and one (1) 
additional open tradeline. 
 

Each borrower contributing income for qualifying must meet the minimum tradeline requirements; 
however, borrowers not contributing income for qualifying purposes are not subject to minimum 
tradeline requirements.  Authorized user accounts are not allowed as an acceptable tradeline.  Non-
traditional credit is not allowed as an acceptable tradeline.  An International credit report is not 
permitted. 

 
Credit Score Requirements 
Each borrower must have a minimum of two FICO scores reporting. 

¶ The representative score for each borrower is the middle of the three scores or the lower of the 
two scores reporting on the credit report 

¶ The representative score for the loan transaction will be based on the lowest representative 
score for any borrower. 

 
Disputed Tradelines 
If a credit report reflects a disputed trade line, the accuracy of the disputed tradeline must be 
confirmed.  All disputed tradelines must be included in the total expense ratio (DTI) if the account 
belongs to the borrower(s), unless documentation can be provided that authenticates the dispute.  
 
Derogatory accounts must be considered in analyzing the borrower(s) willingness to repay debt. 
However, if a disputed account has a zero balance, and no late payments, it can be disregarded. 

 
Student Loans 
For all student loans, whether deferred, in forbearance, or in repayment, a monthly payment must be 
ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƳƻƴǘƘƭȅ ŘŜōǘ ƻōƭƛƎŀǘƛƻƴΦ 

¶ If a monthly payment is provided on the credit report, the amount indicated for the monthly 
payment may be used for qualifying 

¶ If the credit report does not provide a monthly payment or if it shows $0 as the monthly payment, 
the monthly payment may be one of the options below: 
o Loan payment indicated on student loan documentation verifying monthly payment is based on 

an income-driven plan 

¶ For deferred loans or loans in forbearance: 
o 1% of the outstanding loan balance (even if this amount is lower than the actual fully 

amortizing payment), or 
o A fully amortizing payment using the documented loan repayment terms 

Back to Top 
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Departure Residence 
 

Departure Residence Pending Sale 
Iƴ ƻǊŘŜǊ ǘƻ ŜȄŎƭǳŘŜ ǘƘŜ ǇŀȅƳŜƴǘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǘƘŀǘ ƛǎ ǇŜƴŘƛƴƎ ǎŀƭŜ ōǳǘ ǿƛƭƭ ŎƭƻǎŜ 
after the subject transaction, the following requirements must be met: 

¶ A copy of an executed sales contract for the property pending sale and confirmation all 
contingencies have been cleared/satisfied. 

¶ The closing date for the departure residence must be within 30 days of the subject transaction 
note date. 

¶ 6 months liquid reserves must be verified for the PITIA of the departure residence. 

¶ ¢ƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ƻƴ ǘƘŜ ŘŜǇŀǊǘǳǊŜ ǊŜǎƛŘŜƴŎŜ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 
 

Departure Residence Subject to Guaranteed Buy-out with Corporation Relocation 
In ƻǊŘŜǊ ǘƻ ŜȄŎƭǳŘŜ ǘƘŜ ǇŀȅƳŜƴǘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǘƘŀǘ ƛǎ ǇŀǊǘ ƻŦ ŀ /ƻǊǇƻǊŀǘŜ 
Relocation the following requirements must be met: 

¶ Copy of the executed buy-out agreement verifying the borrower has no additional financial 
responsibility toward the departing residence once the property has been transferred to the 
3rd party. 

¶ Guaranteed buy-out by the 3rd party must occur within 4 months of the fully executed 
guaranteed buy-out agreement. 

¶ Evidence of receipt of equity advance if funds will be used for down payment or closing costs. 

¶ Verification of an additional 6 months PITIA of the departure residence. 

¶ ¢ƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ƻƴ ǘƘŜ ŘŜǇŀǊǘǳǊŜ ǊŜǎƛŘŜƴŎŜ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 
 

Co-Signed Loans 
The monthly payment on a co-signed loan may be excluded from the DTI if evidence of timely payments 
made by the primary obligor (other than the borrower) is provided for the most recent 12 months and 
there are no late payments reporting on the account. 

 

Court Order 
If the obligation to make payments on a debt has been assigned to another person by court order, the 
payment may be excluded from the DTI if the following documents are provided. 

¶ Copy of court order. 

¶ For mortgage debt, a copy of the document transferring ownership of property. 

¶ If transfer of ownership has not taken place, any late payments associated with the repayment of 
the debt owing on the mortgage property should be taken into account when reviewing the 
ōƻǊǊƻǿŜǊΩǎ ŎǊŜŘƛǘ ǇǊƻŦƛƭŜΦ 

 

Assumption with No Release of Liability 
The debt on a previous mortgage may be excluded from DTI with evidence the borrower no longer owns 
the property. The following requirements apply: 

¶ Payment history showing the mortgage on the assumed property has been current during the 
previous twelve (12) months or 

¶ The value on the property, as established by an appraisal or sales price on the HUD-1/CD results in 
an LTV of 75% or less. 
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Tax Liability 
If the most recent tax return or tax extension indicates a borrower owes money to the IRS or State Tax 
Authority, evidence of sufficient assets to pay the debt must be documented if the amount due is within 
90 days of loan application date. 
 

Loans Secured by Financial Assets 
Loans secured by financial assets (life insurance policies, 401(k), IRAs, CDs, etc.) do not require a payment 
ǘƻ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ 5¢L ŀǎ ƭƻƴƎ ŀǎ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ƛǎ ǇǊƻǾƛŘŜŘ ǘƻ ǎƘƻǿ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ŀǎ 
ŎƻƭƭŀǘŜǊŀƭ ŦƻǊ ǘƘŜ ƭƻŀƴΦ LƴǘŜǊŜǎǘ ǇŀȅƳŜƴǘǎ ƻƴ ƳŀǊƎƛƴ ƭƻŀƴǎ ŀƴŘκƻǊ ǇƭŜŘƎŜŘ ŀǎǎŜǘ ƭƻŀƴǎ ƻǊ ƭƛƴŜǎ άŀǊŜ ƴƻǘέ 
eligible for exclusƛƻƴ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƭƛŀōƛƭƛǘƛŜǎΦ  

 
 

Income Requirements  
Stable monthly income is the borrower's verified gross monthly income from all acceptable and verifiable 
sources that can reasonably be expected to continue for at least the next three years. For each income source 
used to qualify the borrower, MiMutual must determine that both the source and the amount of the income 
are stable. A two-year history of receiving income is required in order for the income to be considered stable 
and used for qualifying. When the borrower has less than a two-year history of receiving income, MiMutual 
will prepare a written analysis to justify the determination that the income that is used to qualify the borrower 
is stable. While the sources of income may vary, the borrower should have a consistent level of income 
despite changes in the sources of income. 
 
The following is required to establish stability of employment and income for the borrower(s) whose income is 
used to qualify: 

¶ A minimum of 2 years employment and income history: 
o Any gaps in employment in excess of 30 days during the past 2 years require a satisfactory letter of 

explanation and the borrower must be employed with their current employer for a minimum of six 
(6) months to include as qualifying income. Documentation must be provided to show a previous 
work history with prior W2s confirming similar income.  

Á Extended gaps of employment (6 months or greater) require a documented two year work 
history prior to the absence  

Á Exceptions may be considered on a case-by-case basis when the borrower is on the job less 
than 6 months, and the gap is less than 6 months 

o CƻǊ ŀ ōƻǊǊƻǿŜǊ ǿƘƻ Ƙŀǎ ƭŜǎǎ ǘƘŀƴ ŀ н ȅŜŀǊ ŜƳǇƭƻȅƳŜƴǘ ŀƴŘ ƛƴŎƻƳŜ ƘƛǎǘƻǊȅΣ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜ 
may be qualifying income if it can be documented that the borrower was either attending school or 
in a training program immediately prior to their current employment history. School transcripts 
must be provided to document. 

¶ For borrowers of retirement age using asset distributions for income, see Retirement Income section 
for further requirements. 

¶ Income may not be used for qualification if it comes from any source that cannot be verified, is not 
stable, or will not continue. 
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Verification of Employment Requirements 
The requirements below apply when income is positive and included in qualifying income: 

¶ Verbal Verification of Employment (VVOE) must be performed no more than ten (10) business days 
prior to the Note date.  The VVOE should include the following information for the borrower: 
o Date of contact 
o Name and title of person contacting the employer 
o Name of employer 
o Start date of employment 
o Employment status and job title 
o Name, phone number, and title of contact person at employer 
o Independent source used to obtain employer phone number 

¶ ±ŜǊƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ŜȄƛǎǘŜƴŎŜ ƻŦ ōƻǊǊƻǿŜǊΩǎ ǎŜƭŦ-employment must be verified through a third party 
source and no more than 30 calendar days prior to the Note date. 
o Third party verification can be from a CPA, regulatory agency or applicable licensing bureau.  A 
ōƻǊǊƻǿŜǊΩǎ ǿŜōǎƛǘŜ ƛǎ ƴƻǘ ŀƴ ŀŎŎŜǇǘŀōƭŜ ǘƘƛǊŘ ǇŀǊǘȅ ǎƻǳǊŎŜ 

o [ƛǎǘƛƴƎ ŀƴŘ ŀŘŘǊŜǎǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ 
o Date of ownership of the company 
o Name and title of person completing the verification and date of verification 

¶ ²ǊƛǘǘŜƴ ±ŜǊƛŦƛŎŀǘƛƻƴ ƻŦ 9ƳǇƭƻȅƳŜƴǘ Ƴŀȅ ōŜ ǊŜǉǳƛǊŜŘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜ ǎƻǳǊŎŜŘ ŦǊƻƳ 
commissions, overtime and other income when the income detail is not clearly documented on W2 
forms or paystubs. Written VOEs cannot be used as a sole source for verification of employment; 
paystubs and W2s are still required 

 

Employees Paid via W2 / 1099 
¶ All paystubs must be computer generated 

¶ W2s must be complete and be a copy provided by the employer 

¶ If the borrower is paid hourly, the number of hours must be reflected on the paystub 

¶ If overtime earnings are being used to qualify, they must be reflected on the YTD paystub 

¶ If a written VOE is obtained, all sections must be completed.  It must be sent directly to the employer, 
attention of the personnel department, and it must be returned directly to the lender 

 

2106 Expenses 
Unreimbursed Employee Business Expenses reflected on the Form 2106 and/or Schedule A of the personal 
federal tax returns or tax transcripts must be deducted from income, ǊŜƎŀǊŘƭŜǎǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜ 
type.  Two years tax transcripts are required to support. 

 

Alimony/Spousal Support 
Alimony income requires a copy of the divorce decree, court order, or separation agreement confirming 
the income will continue for at least 3 years, and documentation the borrower has been receiving full, 
regular, and timely payments for the past 12 months.  LŦ ǘƘƛǎ ƛƴŎƻƳŜ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ƛƴŎƻƳŜ 
source and there is a defined expiration date (even beyond 3 years), the income may not be acceptable 
for qualifying.  Two years tax transcripts are required to support. 
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Tax Returns 
¶ All tax returns, whether personal or business returns, must be executed by borrower(s) on or before 

the closing date, regardless of whether 4506T results were obtained 

¶ In all cases where self-employed income and/or losses are used to qualify the borrower(s), an 
acceptable Profit and Loss (P&L) and Balance sheet are required. These must be prepared and signed 
by the borrower (and preparer, if applicable) on or before the Note date, and may not be dated after 
90 days from the date of the Note. 

¶ Tax transcripts must be provided to support tax returns. 
o Tax transcripts for personal tax returns for two years are required when tax returns are used to 

document the borrower's income or loss, and must match the documentation in the loan file. 
o W2 transcripts for two years are required to validate W2 wages if tax transcripts are not provided 

and the borrower does not have any other income source or loss.  The following W2 type earnings 
will require tax transcripts: 
Á Borrower with commission-based income that is greater than 25% of borrower's total pay 
Á Borrower with 2106 expenses (unreimbursed business expenses) 
Á Borrower employed by family 
Á Borrower with ownership in a company 

¶ A 4506-T must be signed and completed for all borrowers.  The September 2015 version must be used 
for all loans closed on/after December 7, 2015, which includes the signatory attestation box. 

¶ After the tax return extension expiration date, loan is not eligible without prior year tax returns 

¶ In cases where taxes have been filed and the tax transcripts are not available from the IRS, the IRS 
response to the request must reflect "No Record Found".  In these cases, an additional prior year's tax 
transcripts should be obtained and provided, along with a signed copy of the unverifiable returns 
όǎǘŀƳǇŜŘ ŀǎ ǊŜŎŜƛǾŜŘ ŀƴŘ ǎƛƎƴŜŘ ōȅ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƭƻŎŀƭ Lw{ ƻŦŦƛŎŜύΣ ŀƴŘ ŜǾƛŘŜƴŎŜ ƻŦ ŜƛǘƘŜǊ ǘƘŜ ǊŜŦǳƴŘ 
received that matches the amount ŀǎ ǎǘŀǘŜŘ ƻƴ ǘƘŜ ǊŜǘǳǊƴǎ ŀƴŘ ŘŜǇƻǎƛǘŜŘ ƛƴǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΣ 
or if the borrower owed the IRS, evidence the amount owed as stated on the return was paid along 
with a copy of the cancelled check used.  Large increases in income that cannot be validated through a 
tax transcript may only be considered for qualifying on a case-by-case basis 

¶ If the IRS rejects a 4506-¢ ǊŜǉǳŜǎǘ ŀƴŘ ǘƘŜ ǊŜŀǎƻƴ ŦƻǊ ǘƘŜ ǊŜƧŜŎǘƛƻƴ ƛǎ ŜƛǘƘŜǊ ά¦ƴŀōƭŜ ǘƻ tǊƻŎŜǎǎέ ƻǊ 
ά[ƛƳƛǘŀǘƛƻƴέΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŎƻƴŘƛǘƛƻƴǎ Ƴǳǎǘ ōŜ ƳŜǘ ƛƴ ƻǊŘŜǊ ǘƻ ǾŀƭƛŘŀǘŜ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜΥ 
o /ƻǇȅ ƻŦ ǘƘŜ Lw{ ǊŜƧŜŎǘƛƻƴ ǿƛǘƘ ŀ ŎƻŘŜ ƻŦ ά¦ƴŀōƭŜ ǘƻ tǊƻŎŜǎǎέ ƻǊ ά[ƛƳƛǘŀǘƛƻƴέΣ ŀƴŘ 
o Record of Account for 2 years obtained by the borrower from the IRS. Adjusted Gross Income and 

Taxable Income on the Record of Account should mŀǘŎƘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ млплǎ 
OR 
o Tax return transcripts for 2 years obtained by the borrower via mail from the IRS. 

¶ When using tax returns to verify income, and loan closing is between the tax filing date and the 
extension expiration date (typically October 15th), the borrower must provide:  
o Copy of the filed extension 
o W2 forms  
o 1099s when applicable 
o Current year Profit & Loss Statement, executed by the borrower 
o Year-End Profit & Loss Statement for prior year, executed by the borrower 
o Balance Sheet for prior calendar year (all self-employment types) 
o Evidence of payment of any tax liability identified on the federal tax extension form 

 
 
 
 

NOTE: The total tax liability reported on IRS Form 4868 must be reviewed by the underwriter and 
ŎƻƳǇŀǊŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘŀȄ ƭƛŀōƛƭƛǘȅ ŦǊƻƳ ǘƘŜ ǇǊŜǾƛƻǳǎ ǘǿƻ ȅŜŀǊǎ ŀǎ ŀ ƳŜŀǎǳǊŜ ƻŦ ƛƴŎƻƳŜ ǎƻǳǊŎŜ 
stability and continuance.  An estimated tax liability that is inconsistent with the previous years may 
make it necessary for MiMutual to require the current returns in order to proceed. 
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Salaried 
An earnings trend must be established and documented. Large increases in salary over the previous two 
years must be explained and documented. 

¶ W2 forms or personal tax returns, including all schedules, for prior two years 

¶ Year-to-date paystub up through and including the most current pay period at the time of 
application and not earlier than 90 days prior to Note date (must document at least 30 days of 
income) 

¶ W2 transcripts or tax transcripts 

¶ If borrower is claiming overtime pay, it must be shown on the YTD paystub 
 

Hourly and Variable Income 
An earnings trend must be established and documented. Stable to increasing income should be averaged 
over a minimum two year period. Declining income must be explained by the employer/borrower and a 
written determination by the underwriter will be prepared if declining income is used for qualifying.  

¶ W-2 forms or personal tax returns, including all schedules, for prior two years.  

¶ Year-to-date paystub up through and including the most current pay period at the time of 
application. Must document at least 30 days of income. 

¶ W2 transcripts or tax transcripts 
 

Part Time Income 
Borrower must have worked the part-time job uninterrupted for the past two years, and plans to continue. 
If the part-time income shows a continual decline, written sound rationalization for using the income to 
qualify will be prepared by the underwriter, or income may not be used.  

¶ W-2 forms for prior two years.  

¶ Year-to-date pay up through and including the most current pay period at the time of application  

¶ W2 transcripts or tax transcripts 
 

Commission 
Commission income must be averaged over the previous two years. If the commission income shows a 
continual decline, written sound rationalization for using the income to qualify must be provided, or 
income will not be used.  

¶ W2 forms for prior two years if commissions are less than 25% of the total income 

¶ Tax returns, including all schedules, and W2 form from the previous two years if commissions are җ 
25% of the total income 

¶ Unreimbursed Business Expenses (Form 2106) must be subtracted from income 

¶ Year-to-date paystub up through and including the most current pay period at the time of 
application.  Must document at least 30 days of income. 

¶ Written VOE covering two full years with employer confirmation of commission income. Income 
cannot be used if VOE reflects the income is likely to cease.  

¶ W2 transcripts or tax transcripts 
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Overtime and Bonus 
An earnings trend for bonus and overtime must be established and documented. A period of more than 
two years must be used in calculating the average overtime and bonus income if the income varies 
significantly from year to year. If either type of income shows a continual decline, written sound 
rationalization for using the income to qualify must be provided, or income should not be used.  

¶ W2 forms and personal tax returns, including all schedules, for prior 2 years 

¶ Year-to-date paystub up through and including the most current pay period at the time of 
application.  Must document at least 30 days of income.  

¶ W2 transcripts or tax transcripts 

¶ Written VOE covering two full years with employer confirmation of overtime and/or bonus income. 
Income cannot be used if VOE reflects the income is likely to cease.  

 

Self-Employed Income Sources 
Self-employed borrowers are defined as those individuals who have 25% or greater ownership interest or 
receive a 1099 statement to document income.  Borrowers who are employed by a family member are 
considered to be self-employed, regardless of the percentage of ownership, and self-employed 
documentation is required. Potential ownership by the borrower must be addressed.  

 
Year-to-date is defined as the period ending as of the most recent tax return through the most recent 
quarter ending one month prior to the note date. For tax returns on extension the entire unfiled year is 
also required. For example: 2014 returns in file and note date is 7/14/2015 would require 2015 YTD 
documentation through Q1 or through March 31, 2015. Note date of 8/14/2015 would require YTD 
documentation covering Q1 and Q2 or through June 30, 2015. 

 
All self-employed income is required to be analyzed on FNMA Form 1084.   
 
A liquidity analysis must be included in the loan file if the income analysis includes income from Boxes 1, 2, 
or 3 on the K1 that is greater than distributions indicated on the K1.  If a liquidity analysis is required and 
the borrower is using business funds for downpayment or closing costs, the liquidity analysis must 
consider the reduction of those assets. 
 

Back to Top 
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Sole Proprietorship 

¶ YTD through current quarter P&L and Balance Sheet 
o Tax returns for prior year are not a substitute for balance sheet if most recent quarter falls in 

previous tax year 
o YTD P&L and YTD Balance Sheet may be waived if the borrower is a 1099-paid borrower who 

does not actually own a business if all of the following requirements are met: 
Á Schedule C in Block 28 (Total Expenses) must be analyzed in relation to income in Block 7 

(Gross Income).  Expenses are less than 5% of income. 
Á Analysis of Blocks 8 (Advertising), 11 (Contract Labor), 16a (Mortgage Interest), 20 

(Rent/Lease), and 26 (Wages) must indicate the borrower does not have any expenses in 
these categories 

Á Analysis of Blocks 17 (Legal and Professional Services) and Block 18 (Office Expense) indicate 
nominal or $0 expense 

Á Block C (Business Name) does not have a separate business name entity 
Á YTD income in the form of a written VOE or pay history is provided by the employer paying 

the 1099. YTD income must supǇƻǊǘ ǇǊƛƻǊ ȅŜŀǊΩǎ ƛƴŎƻƳŜΦ 

¶ Personal tax returns, including all schedules, for prior two years, with 2 years tax transcripts to 
support 

¶ See Tax Returns for additional requirements regarding unfiled prior year returns 

¶ Stable to increasing income should be averaged for 2 years 
 

tŀǊǘƴŜǊǎƘƛǇǎ όDŜƴŜǊŀƭΣ [ƛƳƛǘŜŘύ κ [ƛƳƛǘŜŘ [ƛŀōƛƭƛǘȅ /ƻƳǇŀƴƛŜǎ κ ά{έ /ƻǊǇƻǊŀǘƛƻƴǎ κ /ƻǊǇƻǊŀǘƛƻƴǎ 

¶ YTD through current quarter P&L and Balance Sheet, signed and dated by the borrower (and 
preparer, if other than the borrower).  Cannot be older than 90 days from the Note date. 

¶ Personal tax returns, including all schedules, for prior two years, with two years tax transcripts to 
support 

¶ K-1s from prior two years, showing ownership percentage. K-1s are not required if the source is 
reporting positive income and the income is not used for qualification. If K-1s show a loss, they are 
required, regardless if they are used for qualifying purposes. If using capital gains, interest/dividend 
or W2 income from this source is used, K-1s are required as well as 3 years tax transcripts to 
support 

¶ Business tax returns (1065/1120S/1120), including all schedules, for the prior two years are 
ǊŜǉǳƛǊŜŘ ƛŦ ǘƘŜ ōƻǊǊƻǿŜǊ Ƙŀǎ ŀƴ ƻǿƴŜǊǎƘƛǇ ǇŜǊŎŜƴǘŀƎŜ җ нр҈Τ ǘƘŜȅ ŀǊŜ ƴƻǘ ǊŜǉǳƛǊŜŘ ƛŦ ǊŜǇƻǊǘƛƴƎ 
positive income via a K-1, and the income is not used for qualification purposes. If the K-1s show a 
loss, then the applicable corporate returns are needed regardless if they are used for qualification 
purposes.  

¶ All returns provided must confirm 12 months self-employed income for each year 

¶ See Tax Returns for additional requirements regarding unfiled prior year returns 
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Rental Income Sources 
 

All Properties (Except Departing Primary Residence) 

¶ Lease agreements must be provided if rental income is used for qualifying purposes 
o Current lease for each rental property, including commercial properties listed in Part I of 

Schedule E of the 1040s.  Rent rolls are not allowed 
o If the current lease amount is less than the rental income reported on the tax returns, 

justification for using the income from the tax returns must be provided and warrant the use of 
the higher income.  If there is no justification, the lease amount less expenses will be 
considered for rental income/loss 

¶ Personal Tax Returns ς Two years 
o For properties listed on Schedule E, rental income should be calculated using net rental income 

+ depreciation + interest + taxes + insurance + HOA divided by applicable months minus PITIA 
o If rental iƴŎƻƳŜ ƛǎ ƴƻǘ ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘŀȄ ǊŜǘǳǊƴǎΣ ƴŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ǎƘƻǳƭŘ ōŜ 

calculated using gross rents x 75% minus PITIA 
o Two years tax transcripts 
o See Tax Returns for additional requirements regarding unfiled prior year returns 

¶ bŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ Ƴŀȅ ōŜ ŀŘŘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƳƻƴǘƘƭȅ ƛƴŎƻƳŜΦ bŜǘ ǊŜƴǘŀƭ ƭƻǎǎŜǎ Ƴǳǎǘ ōŜ 
ŀŘŘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƳƻƴǘƘƭȅ ƻōƭƛƎŀǘƛƻƴǎ 

¶ LŦ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ όƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ ƻǊ ƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊty 
with an accessory unit) and generating rental income, the full PITIA should be included in the 
ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƳƻƴǘƘƭȅ ƻōƭƛƎŀǘƛƻƴǎ 

¶ For loans with LTVs > 85%, iŦ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǿƛǘƘ ǘǿƻ 
units, rental income may be included for the unit not occupied by the borrower as long as the 
requirements for a lease agreement and/or tax returns above are met. 

 
Departing Residence 
If the borrower is converting their current primary residence to a rental property and using rental 
income to offset the payment the following requirements apply:  

¶ Borrower must have documented equity in departure residence of 25%.  

¶ Documented equity may be evidenced by:  
o an exterior or full appraisal dated within six (6) months of subject transaction  

OR  
o the original sales price and the current unpaid principal balance.  

¶ Copy of current lease agreement.  

¶ Copy of security deposit and evidence of deposit to ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΦ  
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Retirement Income Sources 
 

Pension, Annuity, 401(k), IRA Distributions 

¶ Existing distribution of assets from an IRA, 401(k) or similar retirement asset must be sufficient to 
continue for a minimum of three (3) years.  
o Distribution must have been set up at least six (6) months prior to Note date if there is no prior 

history of receipt OR  
o Two (2) year history of receipt evidenced.  
o Distributions cannot be set up or changed solely for loan qualification purposes.  

¶ Document regular and continued receipt of income as verified by any of the following:  
o Letters from the organizations providing the income.  
o Copies of retirement award letters.  
o Copies of federal income tax returns (signed and dated on or before the closing date) with tax 

transcripts to support.  
o Most recent IRS W-2 or 1099 forms.  
o Proof of current receipt with two (2) months bank statements.  
 
If any retirement income will cease within the first three (3) years of the loan, the income may not 
be used.  

 
Social Security Income 
Social Security income must be verified by a Social Security Administration benefit verification letter 
(sometimes called ŀ άǇǊƻƻŦ ƻŦ ƛƴŎƻƳŜ ƭŜǘǘŜǊέΣ άōǳŘƎŜǘ ƭŜǘǘŜǊέΣ άōŜƴŜŦƛǘǎ ƭŜǘǘŜǊέΣ ƻǊ άǇǊƻƻŦ ƻŦ ŀǿŀǊŘ 
ƭŜǘǘŜǊέύ ŀƴŘ ƻƴŜ ƳƻƴǘƘ ōŀƴƪ ǎǘŀǘŜƳŜƴǘ ŜǾƛŘŜƴŎƛƴƎ ǊŜŎŜƛǇǘ ƻŦ {{LΦ  LŦ ŀƴȅ ōŜƴŜŦƛǘǎ ŜȄǇƛǊŜ ǿƛǘƘƛƴ ǘƘŜ ŦƛǊǎǘ 
full three years of the loan, the income source may not be used in qualifying. 
 

Other Income Sources 
 

Alimony, Separate Maintenance, and Child Support Income 

¶ Will be considered with a divorce decree, court ordered separation agreement, court decree, or 
other legal agreement providing the payment terms confirming that income will continue for at 
ƭŜŀǎǘ ǘƘǊŜŜ όоύ ȅŜŀǊǎΦ LŦ ǘƘŜ ƛƴŎƻƳŜ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ƛƴŎƻme source and there is a defined 
expiration date (even if beyond 3 years), the income may not be acceptable for qualifying 
purposes.  

¶ Documentation evidencing that the borrower has been receiving full, regular, and timely payments 
for the past 12 months.  

¶ See Non-Taxable Income for child support income treatment.  
 

Disability Income ς Long Term 

¶ Copy of the policy or benefits statement must be provided to determine current eligibility for 
disability payments, amount of payments, frequency of payments, and if there is an established 
termination date. 

¶ Termination date may not be within 3 years of Note date.  Reaching a specific age may trigger a 
termination date depending on the policy. 
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Dividend/Interest 
Interest and Dividend income may be used as long as documentation supports a two-year history of 
receipt. 

¶ Complete signed and dated individual federal tax returns for the prior two years with 2 years 
tax transcripts 

¶ Proof of sufficient assets to support the continuation of interest and dividend income for the 
next 3 years 

 
Stock Options & Restricted Stock Grants 
Eligible as qualifying income, provided: 

¶ The income has been received for 2 years as identified on the paystubs, W2s, and tax returns, 
and 

¶ Documentation indicates continuance for a minimum of 3 years 
 

A 2 year average of prior income received from RSUs or stock options should be used to calculate the 
income, with the continuance based on the vesting schedule using a stock price based on the 52 week 
low for the most recent 12 months reporting at the time of closing.  The income used for qualifying 
must be supported by future vesting based on the stock price used for qualifying and vesting schedule.  
Additional awards must be similar to the qualifying income and awarded on a consistent basis. 
 
Borrower must be currently employed by the employer issuing the RSUs/stock options in order for the 
RSUs/stock options to be considered in qualifying income. Vested restricted stock units and stock 
options cannot be used for reserves if using for income to qualify. 

 
Note Income 

¶ A copy of the Note must document the amount, frequency and duration of payments  

¶ Regular receipt of note income for the past 12 months must be documented, and evidence of note 
income must be reflected on tax returns.  

¶ Verification that income is expected to continue for a minimum of three (3) years  

¶ Tax transcripts to support tax returns 
 

Trust Income 
Income from trusts may be used if guaranteed and regular payments will continue for at least 3 years. 

¶ Complete signed and dated individual federal income tax returns for the most recent two years 

¶ Regular receipt of trust income for the past 12 months must be documented.  

¶ Two months asset statements for the source of the trust income 

¶ A complete copy of the Trust Agreement or Trustee Statement showing: 
o Total amount of borrower-designated trust funds 
o Terms of payment 
o Duration of trust 
o Evidence the trust is irrevocable 
o The trust meets all secondary and state requirements 
o If trust fund assets are being used for downpayment or closing costs, the loan file must 

contain adequate documentation to indicate the withdrawal of the assets will not 
negatively affect income 

 
 
 

NOTE:  If borrowers are using trust funds as an eligible asset, then trust income is ineligible for 
qualifying income 
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Foreign Income 
Foreign income is income that is earned by a borrower who is employed by a foreign corporation or a 
foreign government and is paid in foreign currency.  Use of foreign income requires: 

¶ W-2 forms or personal signed and dated tax returns, including all schedules, for prior two years.  

¶ Year-to-date pay stub.  

¶ All income must be converted to U.S. currency.  
 

K1 Income/Loss on Schedule E 

¶ If the income is positive, stable, and not used for qualifying, the K1 is not required 

¶ If the income is negative, the K1s for the applicable years are required and if ownership is 25% or 
greater, see self-employment requirements 

¶ Two years tax transcripts 
 

Foster Care 
Documentation from the foster agency must be provided to support continuation of income for a 
minimum of 3 years 

 
Non-Taxable Income (Including Child Support, Disability, Foster Care, Military, etc) 
Documentation must be provided to support continuation of income for a minimum of three (3) years.  
The amount of continuing tax savings attributed to regular income not subject to Federal taxes may be 
ŀŘŘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƎǊƻǎǎ ƛƴŎƻƳŜΦ  

 
The percentage of non-taxable income that may be added cannot exceed the appropriate tax rate for 
the income amount. Additional allowances for dependents are not acceptable.  

 
Documentation Requirements:  

¶ Must document and support the amount of income grossed-up for any nontaxable income 
source, and  

¶ The same tax rate the borrower used to calculate his/her income tax from the previous year 
must be used.  

¶ Tax returns must be provided to confirm the income is non-taxablŜ ŀƴŘ ǘƘŜ ǇǊƛƻǊ ȅŜŀǊΩǎ ǘŀȄ ǊŀǘŜΣ 
with two years tax transcripts to support 
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Unacceptable Income Sources 
¶ wŜƴǘŀƭ ƛƴŎƻƳŜ ǊŜŎŜƛǾŜŘ ŦǊƻƳ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ (one unit property or one unit property 

with accessory unit) 

¶ Rental income received from a second home 

¶ Income from trailing coborrowers 

¶ Deferred compensation 

¶ Retained Earnings 

¶ Education Benefits 

¶ Any unverified source 

¶ Income that is temporary or a one-time occurrence 

¶ aƻǊǘƎŀƎŜ ŘƛŦŦŜǊŜƴǘƛŀƭ ǇŀȅƳŜƴǘǎ ŦǊƻƳ ŀƴ ŜƳǇƭƻȅŜǊ ǘƻ ǎǳōǎƛŘƛȊŜ ŀƴ ŜƳǇƭƻȅŜŜΩǎ ƳƻǊǘƎŀƎŜ ǇŀȅƳŜƴǘǎ 

¶ Any income that is not legal in accordance with all applicable federal, state and local laws, rules and 
regulations. Federal law restricts the following activities and therefore the income from these sources 
is not allowed for qualifying: 
o Foreign shell banks 
o Medical marijuana dispensaries 
o Any business or activity related to recreational marijuana use, growing, selling or supplying of 

marijuana, even if legally permitted under state or local law. 
o Businesses engaged in any type of internet gambling 

 
 

Asset Requirements 
 

Documentation Requirements 
All asset documentation must be dated within 90 days of the Note date.  All sources of funds must be 
solely owned by the borrower(s).  Assets used for cash to close must be liquidated and deposited into a US 
institution prior to close, and any non-liquid account requires terms of withdrawal.  On an investment 
property transaction, a minimum of 50% reserves must be liquid (cash or cash equivalent: bank accounts, 
money markets, mutual funds, or publicly traded stocks). 

 
Checking and Savings Accounts 

¶ ¢ƘŜ ǘǿƻ Ƴƻǎǘ ǊŜŎŜƴǘΣ ŎƻƴǎŜŎǳǘƛǾŜ ƳƻƴǘƘǎΩ ǎǘŀǘŜƳŜƴǘǎ όŀƭƭ ǇŀƎŜǎύ ŦƻǊ ŜŀŎƘ ŀŎŎƻǳƴǘ ŀǊŜ ǊŜǉǳƛǊŜŘ 

¶ Large deposits inconsistent with monthly income or other deposits must be explained and verified.  
Large deposits are defined as a single deposit that exceeds 50% of the total monthly qualifying 
income for the loan.  It must be verified that the deposit was not the result of a new, undisclosed 
debt. 

 
Marketable Securities / Stock Accounts 
Marketable securities include stocks, bonds, and other securities that are held in an account at a 
financial institution, and that a price can be readily verified through financial publications. 

¶ Two most recent consecutive monthly stock/securities account statements, or one most recent 
quarterly statement are required  

¶ 100% of the current value of stock accounts, bonds, and mutual funds can be considered in the 
calculation of assets available for closing and reserves 

¶ Non-vested or restricted stock accounts are not eligible for use as downpayment or reserves 
 

Back to Top 
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401(k) and Retirement Accounts 

¶ Most recent quarterly retirement account statement or two most recent consecutive monthly 
statements (all pages) 

¶ Evidence of liquidation is required when funds are used for downpayment or closing costs, 
including terms of withdrawal confirming the borrower has unrestricted access (except for tax 
penalties) to the vested balance of the account 

¶ If the borrower is > 59 ½ years old, 70% of the vested value of retirement accounts, after reduction 
of any outstanding loans, may be considered toward the required reserves  

¶ If the borrower is < 59 ½ years old, 60% of the vested value of retirement accounts, after reduction 
of any outstanding loans, may be considered toward the required reserves  

¶ Retirement accounts that do not allow any type of withdrawal are ineligible for use as reserves 

¶ If the asset is being used as qualifying income, then it is an ineligible asset source 
 

Business Funds 
Business funds may be used for downpayment and/or closing costs, and for reserves with additional 
requirements.  The borrower must have access to the funds.  Cash flow analysis required using 3 months 
business bank statements to determine no negative impact to business based on withdrawal of funds. 
Statements must not reflect any NSFs (non-sufficient funds) or overdrafts. 

¶ The borrower must have access to the funds 

¶ The borrower must be the sole proprietor or 100% owner of the business (or all borrowers 
combined own 100%) 

¶ Business funds for reserves or a combination of personal/business funds for reserves will require 
the total amount of reserves to be double the regular requirement for the subject property and any 
additional financed REO 

 
 
 
 

Sale of Real Estate 
100% of proceeds from the sale of a departure residence or other real estate owned, as well as assets from 
a tax-ŘŜŦŜǊǊŜŘ άƭƛƪŜ-ƪƛƴŘ ŜȄŎƘŀƴƎŜέΣ ŀƭǎƻ ƪƴƻǿƴ ŀǎ ŀƴ Lw{ млом ¢ŀȄ 9ȄŎƘŀƴƎŜ ŀǊŜ ŜƭƛƎƛōƭŜ ƛŦ ǘƘŜ ǎǳōƧŜŎǘ 
transaction is a second home or an investment property purchase transaction. 

¶ Reverse 1031 exchanges not allowed 

¶ Required documentation: 
o HUD-1/CD for both properties 
o Exchange Agreement 
o Sales Contract for exchange property 
o Verification of funds from the Exchange Intermediary 

 
Back to Top 
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Gift Funds 
¶ Gift funds are permitted on purchase transactions after borrower has at least 5% own funds into the 

transaction (purchases) 

¶ Gift funds cannot be used as reserves 

¶ Gift funds not allowed on LTVs > 80% 

¶ Gift funds not allowed on investment properties 

¶ Donor must be an immediate family member, future spouse, or domestic partner living with borrower 

¶ !ƴ ŜȄŜŎǳǘŜŘ ƎƛŦǘ ƭŜǘǘŜǊ ǿƛǘƘ ǘƘŜ ƎƛŦǘ ŀƳƻǳƴǘΣ ŘƻƴƻǊΩǎ ƴŀƳŜΣ ŀŘŘǊŜǎǎΣ ǘŜƭŜǇƘƻƴŜ ƴǳƳōŜǊΣ ŀƴŘ 
relationship is required 

¶ It must be verified that sǳŦŦƛŎƛŜƴǘ ŦǳƴŘǎ ǘƻ ŎƻǾŜǊ ǘƘŜ ƎƛŦǘ ŀǊŜ ŜƛǘƘŜǊ ƛƴ ǘƘŜ ŘƻƴƻǊΩǎ ŀŎŎƻǳƴǘΣ ƻǊ ƘŀǾŜ ōŜŜƴ 
ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΦ  !ŎŎŜǇǘŀōƭŜ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ƛƴŎƭǳŘŜǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜǇƻǎƛǘ ǎƭƛǇ 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ǿƛǘƘŘǊŀǿŀƭ ǎƭƛǇ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜǇƻǎƛǘ ǎƭƛǇ 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪ ǘƻ ǘƘŜ ŎƭƻǎƛƴƎ ŀƎŜƴǘ 
o ! ǎŜǘǘƭŜƳŜƴǘ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǊŜŎŜƛǇǘ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪΦ  ²ƘŜƴ ǘƘŜ ŦǳƴŘǎ ŀǊŜ ƴƻǘ ǘǊŀƴǎŦŜǊǊŜŘ 

prior to settlement, MiMutual must document that the donor gave the closing agent the gift funds 
ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ŀ ŎŜǊǘƛŦƛŜŘ ŎƘŜŎƪΣ ŎŀǎƘƛŜǊΩǎ ŎƘŜŎƪΣ ƻǊ ƻǘƘŜǊ ƻŦŦƛŎƛŀƭ ŎƘŜŎƪΦ 

 

Reserve Requirements 
.ŜȅƻƴŘ ǘƘŜ ƳƛƴƛƳǳƳ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ ƛƴ ŀƴ ŜŦŦƻǊǘ ǘƻ Ŧǳƭƭȅ ŘƻŎǳƳŜƴǘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ 
meet their obligations, borrowers should disclose and verify all other liquid assets. 

¶ Reserves are required to be verified on all transactions.  See table below for amount of required 
reserves that must be verified 

¶ Gift funds cannot be used for reserves 

¶ All financed properties, other than the subject property, require an additional six months PITIA in 
reserves for each property. 

 
  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  1For hybrid ARMs, add 3 months PITIA to minimum reserves required as noted above 

2For additional 1-4 unit financed residential properties owned (if excluded from the count of multiple financed properties, 
reserves are not required), an additional 6 months PITIA must be documented for each property 
 

Back to Top 

Reserve Requirements (Number of Months of PITIA) 
Occupancy Loan Amount Required Reserves1,2 

Primary Residence 

Җ ϷмΣлллΣллл with LTV < 80% 6 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± ул҈ - 85% 12 

$1,000,001 - $1,500,000 9 

$1,500,001 - $2,000,000 12 

$2,000,001 - $2,500,000 24 

Second Home 

Җ ϷмΣлллΣллл 12 

$1,000,001 - $1,500,000 18 

$1,500,001 - $2,000,000 24 

$2,000,001 - $2,500,000 36 

First Time Homebuyer 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 12 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± ул҈ - 85% 18 

$1,000,001 - $1,500,000 15 

Investment Property Җ ϷмΣлллΣллл 18 
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Collateral Requirements 
¶ Full appraisals are required on all transactions (1004 or 1073).  See table below for appraisal requirements. 

o Investment properties must contain a comparable rent schedule along with the URAR (single family), or 
be reported on the Small Residential 2-4 unit Income Property Appraisal (1025) for multi-unit 
properties 

o Appraisals must be completed for the subject transaction.  Use of a prior appraisal, regardless of the 
date of the prior appraisal, is not allowed 

¶ Appraisals must be ordered through your MiMutual-assigned AMC on all transactions, including 
correspondent. 

¶ Transferred appraisals are not allowed. 

¶ No recertifications of value are permitted 

¶ Collateral Desktop Analysis (CDA) with accompanying MLS sheets ordered from Clear Capital is required to 
support the value of the appraisal (unless two full appraisals are obtained).   
o LŦ ǘƘŜ /5! ǊŜǘǳǊƴǎ ŀ ǾŀƭǳŜ ǘƘŀǘ ƛǎ ΨƛƴŘŜǘŜǊƳƛƴŀǘŜΩ ƻǊ ƛŦ ǘƘŜ /5! ƛƴŘƛŎŀǘŜǎ ŀ ƭƻǿŜǊ ǾŀƭǳŜ ǘƘŀƴ ǘƘŜ 

appraised value that exceeds a 10% tolerance then one of the following requirements must be met: 
Á  A Clear Capital BPO (Broker Price Opinion) and a Clear Capital Value Reconciliation will be used for 

the appraised value of the property.  MiMutual is responsible for ordering the BPO and the Value 
Reconciliation through Clear Capital 

Á A field review or 2nd full appraisal may be provided.  The lower of the two values will be used as the 
appraised value of the property.  MiMutual is responsible for providing the field review or second 
full appraisal 

¶ Escrow holdback accounts are not eligible.  Any repairs or improvements must be fully completed prior to 
closing, and evidence of satisfactory completion is required. 
o ²ƘŜƴ ǘǿƻ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ǊŜǉǳƛǊŜŘΣ ŀƴŘ ōƻǘƘ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ŘƻƴŜ άǎǳōƧŜŎǘ ǘƻέ όмллп5 ǊŜǉǳƛǊŜŘύΣ ƛǘ ƛǎ 

acceptable to provide only one 1004D  

¶ Appraisals should not include comps greater than six (6) months old at the time of underwriting 

¶ tǊƻǇŜǊǘƛŜǎ ǿƛǘƘ ǾŀƭǳŜǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƴ ŜȄŎŜǎǎ ƻŦ ǘƘŜ ǇǊŜŘƻƳƛƴŀƴǘ ǾŀƭǳŜ ƻŦ ǘƘŜ ǎǳōƧŜŎǘΩǎ ƳŀǊƪŜǘ ŀǊŜŀ Ƴŀȅ ōŜ 
ineligible 

¶ When 2 appraisals are required, the following apply: 
o Appraisals must be completed by 2 independent companies 
o The LTV will be determined by the lower of the two appraised values as long as the lower appraisal 

supports the value conclusion. The final inspection and/or recertification of value must be for the 
appraisal with the lower value 

o The underwriter must review both appraisal reports and address any inconsistencies between the two 
reports.  All discrepancies must be reconciled.    

o The appraiser that performed the appraisal with the lower value should complete the final inspection 
when applicable  όǘǿƻ мллп5ǎ ŀǊŜ ƴƻǘ ǊŜǉǳƛǊŜŘΣ ŜǾŜƴ ƛŦ ōƻǘƘ ǊŜǇƻǊǘǎ ǿŜǊŜ ΨǎǳōƧŜŎǘ ǘƻΩύ             

¶ For properties purchased by the seller of the property within 90 days of the fully executed purchase 
contract, additional requirements will apply: 
o Second full appraisal is required 
o Property seller on the purchase contract must be the owner of record 
o Increases in value should be justified and documented with commentary from the appraiser and recent 

paired sales     
 
 

 
 

Back to Top 

NOTE:  These requirements do not apply if the seller is a bank that received the property as a result of 
foreclosure or deed-in-lieu 
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Appraisal Requirements 
 

First Lien Loan Amount Appraisal Requirement 

Purchase Transactions 

Җ ϷнΣлллΣллл One (1) Full Appraisal 

> $2,000,000 Two (2) Full Appraisals 

Refinance Transactions 

Җ ϷмΣрллΣллл One (1) Full Appraisal 

> $1,500,000 Two (2) Full Appraisals 

 
A second or subsequent appraisal must not be ordered, obtained, used or paid for in connection with a 
mortgage financing transaction unless: 

¶ there is a reasonable basis to believe that the initial appraisal was flawed or tainted and such basis 
is clearly and appropriately noted in the mortgage file or 

¶ such appraisal is done pursuant to written, pre-established bona fide pre- or post-funding appraisal 
review or qualify control processors or underwriting guidelines, and so long as the seller/lender 
adheres to a policy of selecting the most reliable appraisal rather than the appraisal that states the 
highest value or 

¶ a second appraisal is required by law or required per guidelines 
 

Eligible Collateral 
Eligible collateral includes: 

¶ 1-2 unit owner occupied properties 
o Only 1 unit, owner occupied properties are eligible for LTVs greater than 85% 

¶ 1 unit second homes 

¶ 1-4 unit investment properties 

¶ Planned Unit Developments (PUDs) 

¶ Modular homes (not manufactured) 

¶ Condominiums, Fannie Mae Warrantable 
o CPM certificates allowed (full review required, warranty to FNMA guides) 
Á Type S:  Established Projects (non-site condo) 
Á Type Q:  Established Site Condominium Projects 

o Limited Review allowed for attached units (including 2-4 unit projects) in established 
condominium projects as long as the following requirements are met: 
Á Primary residence with maximum LTV/CLTV/HCLTV of 80% 
Á Second home with maximum LTV/CLTV/HCLTV of 75% 
Á Limited review requirements per FNMA are met and property is eligible for limited review 

based on FNMA requirements 
Á Projects located in Arizona, Florida, Nevada, Michigan, and Texas are not eligible for limited 

review.  
o Detached condominiums (including site condos) do not require project review or condominium 

warranty  
o Florida condominiums limited to 50% LTV/CLTV/HCLTV on investment transactions 
(continued on next page) 

 
Back to Top 
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¶ tǊƻǇŜǊǘƛŜǎ ǿƛǘƘ Җ 40 acres 
o Must be common and typical for the area, with a maximum 35% land-to-value ratio  
o No income-producing attributes 
o Properties with 20.1 to 40 acres require: 
Á Transaction must be 10% below maximum LTV/CLTV for program 
Á 20, 25, 30 year fixed rate only 

 

Ineligible Collateral 
Ineligible collateral includes: 

¶ Co-Ops 

¶ Properties subject to leasehold 

¶ Unique properties / log homes 

¶ 3-4 unit owner occupied properties 

¶ 2-4 unit second homes 

¶ Model home leasebacks 

¶ Non-warrantable condos 

¶ Condotels  

¶ Manufactured/Mobile homes 

¶ Mixed use properties 

¶ Any properties with > 40 acres.  Appraiser must indicate total acreage.  It is unacceptable to have the 
property appraised with only 40 acres in order to meet eligibility. 

¶ Properties subject to existing oil or gas leases 

¶ Working farms, ranches, or orchards 

¶ Florida condos in new or newly-converted projects 

¶ Properties for which the appraisal indicates a Condition Rating of C5 or C6, or a Quality Rating of Q6 

¶ Properties without permanently affixed legal heating systems (ex: space heaters or fireplaces as the 
sole source of heat) 

¶ Properties without water or public electricity connections to the site 

¶ Properties with a private transfer covenant unless the covenant is excluded under 12 CFR 1228 as an 
excepted transfer fee covenant 

 
Back to Top 

  

https://www.gpo.gov/fdsys/granule/CFR-2013-title12-vol9/CFR-2013-title12-vol9-part1228
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General Provisions 
 

FEMA Declared Disaster Area Policy 
The FEMA Declared Disaster Area Policy applies to all areas eligible for individual and/or public assistance 
due to a federal government disaster declaration.  
 

Effective Date of Disaster Policy  
The disaster-area policy becomes effective as of the incident period end date for the disaster/event. 
FEMA publishes the incident period along with the declaration date once the area is presidentially 
declared. For example, refer to the following dates to understand when property re-inspection 
requirements apply:  

¶ Disaster Incident Period:  
o Begin Date: January 15  
o End Date: January 17  

¶ Disaster Declaration Date: February 2  

¶ Effective Date for Disaster Procedures: January 17  
 

Based on the dates noted in the above example, all appraisals performed on or before January 17 
would require the appropriate re-inspection or review. Appraisals performed after January 17 would 
continue to require written certification by the appraiser that indicated whether the property was free 
from damage and whether the disaster had any effect on value or marketability. If there was damage, 
the extent of that damage needs to be addressed.  
 
The disaster policy will be in effect for transactions during an ongoing disaster and transactions with a 
Note date that is within ninety (90) days of the end date of the disaster incident period. The disaster 
policy is also in effect for loans with a post-closing disaster and prior to date of sale to investor.        
                             
Appraisal and Re-Inspection Requirements  
To ensure the property value has not been impacted by the disaster, a post-disaster property 
inspection is required. The inspection may be performed by the original appraiser, another licensed 
appraiser, or licensed property inspection company.  
 
Appraisal Performed On or Before Disaster Incident End Date  
The property inspection must identify the following:  

¶ Property is free from damage and the disaster had no effect on value or marketability.  

¶ If the re-inspection indicates damage, the extent of the damage must be addressed. 
Completion of repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or 
Completion Report, or other post- disaster inspection report, with photos of interior, exterior, 
and neighborhood.  

 
Back to Top 
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Standard Appraisal Performed After Incident Period End Date for Disaster  
Appraisal must include written certification by the appraiser that:  

¶ Property is free from damage and the disaster had no effect on value or marketability.  

¶ If the appraisal indicates damage, the extent of the damage must be addressed. Completion 
of repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or 
Completion Report, with photos of interior and exterior.  

 
tƭŜŀǎŜ ƴƻǘŜ ǘƘŀǘ C9a! ƳŀƪŜǎ ǳǇŘŀǘŜǎ ǘƻ ǘƘŜƛǊ ǎǘŀǘŜ ƭƛǎǘǎΦ /ƭƻǎŜƭȅ ƳƻƴƛǘƻǊ C9a!Ωǎ ƻƴƭƛƴŜ ǊŜŦŜǊŜƴŎŜ ŀǘ 
http://www.fema.gov/news/disasters.fema. 

 

Power of Attorney 
Subject to the restrictions and requirements listed below, MiMutual will allow the use of a Power of 
Attorney (POA) to execute the security instrument, note and other closing documents on behalf of the 
borrower(s).  
 

Requirements  

¶ POA to be recorded along with security instrument in those states requiring recordation.  

¶ The person(s) name(s) granting the power of attorney must match the name on the security 
instrument.  

¶ The POA must be valid at the time the affected loan documents were signed.  

¶ The POA must be notarized and unless otherwise required by applicable law, must reference the 
address of the subject property.  

¶ Only relatives (as defined by FNMA), fiancé, fiancée or domestic partners of the borrower may be 
named to act as an attorney-in-fact.  

¶ It must be confirmed that the POA complies with all state laws 
 

Restrictions on the Use of a Power of Attorney  
Except as required by applicable law, the following restrictions apply:  

¶ Borrower(s) must sign at least the initial or final 1003.  

¶ POAs not allowed on Cash Out transactions.  
 

Title Requirements 
Title to the subject property must not contain an unacceptable title impediment, including unpaid real 
estate taxes and/or survey exceptions.  If surveys are not commonly required in a particular jurisdiction, an 
ALTA 9 Endorsement must be provided.  If it is not customary in a particular area to supply either the 
survey or an endorsement, the title policy must not have a survey exception. 
 
The title commitment cannot be dated more than 60 days prior to the Note date.  If the commitment 
expires, acceptable gap coverage or an updated commitment must be obtained.   
 
Unless otherwise stated here, Fannie Mae title insurance guidelines should be followed. 

 
Back to Top 
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Jumbo Select 90 QM 

This program is designed to allow more aggressive LTV and DTI features than the Jumbo Select program, but 
requires additional underwriting requirements as identified below.  All Jumbo Select guidelines will apply unless 

noted within this chapter.  All loans must meet QM Safe Harbor requirements. 
 
 

Eligibility Requirements 
 

Available Terms 
20, 25, and 30 year fixed rates only 

 

Eligibility Matrix 
Primary Residence  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO Maximum LTV/CLTV/HCLTV Maximum Loan Amount 

Purchase or Rate/Term Refi 1 7201 90% $1,500,0001 
 

 1The following requirements apply for primary residence purchases and rate/term refinances greater than 85% LTV: 

¶ First time homebuyers are subject to a maximum loan amount of $1,000,000 (or $1,500,000 in CA and NJ). See First Time 
Homebuyer section for specific requirements 

¶ MI not required 

¶ Secondary financing not allowed 

¶ Non-permanent resident aliens not allowed 

¶ Gift funds not allowed 

¶ Minimum loan amount is $1 over the current conforming/high balance limit set by FHFA (www.fhfa.gov). Agency high balance 
loan amounts are ineligible 

¶ Escrow/impound accounts required unless prohibited by applicable laws 

¶ 20, 25, 30 year fixed rate only 

 

DTI 
¶ 38% for First Time Homebuyers 

¶ 43% for Non-First Time Homebuyers 
 

Eligible Property Types  
Single Family Residences (includes condos and PUDs) only 

 
Borrowers 

 
First-Time Homebuyers 
First-Time Homebuyer is defined as a borrower who has not owned a home in the last three (3) years. 
For loans with more than one (1) borrower, where at least one (1) borrower has owned a home in the 
last three (3) years, first-time homebuyer requirements do not apply.  

¶ 740 minimum FICO score 

¶ Maximum DTI 38% 

¶ Maximum loan amount is $1,000,000 
o Maximum loan amount is $1,500,000 for transactions located in CA and NJ  

¶ Reserve requirements met for FTHB as specified in the Asset section  
 

Back to Top 
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Ineligible Borrowers 
Non-permanent resident aliens, in addition to all Ineligible Borrower types listed for LTVs up to 85%  

 

Multiple Properties Financed/Owned 
The borrower may only own a total of two financed, 1-4 unit residential properties including the subject 
property. 

 

Concessions 
 

Financing Concessions 
Interested party contributions include funds contributed by the property seller, builder, real estate 
agent/broker, mortgage lender or their affiliates and/or any other party with an interest in the real 
estate transaction. The following restrictions for interested party contributions apply:  

¶ May only be used for closing costs and prepaid expenses and may not be used for down 
payment or reserves.  

¶ Maximum interested party contribution is limited to 3%.  
 

Seller Concessions 
All seller concessions must be addressed in the sales contract, appraisal and CD. A seller concession is 
defined as any interested party contribution beyond the stated limits (as shown in Financing 
Concessions above), or any amounts not being used for closing costs or prepaid expenses.  
 
If a seller concession is present, both the appraised value and the sales price must be reduced by the 
concession amount for the purposes of calculating the LTV.  

 
 

Credit Requirements 
 

Adverse Credit 
¶ Bankruptcy, Chapter 7, 11, 13 - Not Allowed.  

¶ Foreclosure/Notice of Default - Not Allowed.  

¶ Short Sale/Deed-in-Lieu - Not Allowed.  

¶ Mortgage accounts that were settled for less, negotiated or short payoffs - Not Allowed.  

¶ Loan Modification - Not allowed unless the modification is unrelated to hardship and there is no debt 
forgiveness as evidenced by supporting documentation.  

¶ Medical Collections ς allowed to remain outstanding as long as the balance is less than $10,000 in 
aggregate 

 
Back to Top 
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Income Requirements 
 

Residual Income Calculation 
A residual income calculation is required.  Residual income is the gross qualifying income less monthly debt 
(as included in the DTI), and must meet the requirements below. 
 

# in Household 1 2 3 4 5 

wŜǉΩŘ wŜǎƛŘǳŀƭ $1,550 $2,600 $3,150 $3,550 $3,700 

*Add $150 for each additional family member 

 
 

Asset Requirements 
 

Reserve Requirements 
In addition to the general Reserve Requirements guidance provided for Jumbo Select QM loans, the 
reserve amounts per the following table must be verified: 

 
 
 
 
 
 

1Additional financed properties owned require an additional 6 months PITIA.  The borrower may only own a total of two 
financed, 1-4 unit residential properties including the subject property 

 

Business Funds 
Business funds may be used for downpayment and/or closing costs, not for purposes of calculating 
reserves. The borrower must have access to the funds. Cash flow analysis required using 3 months 
business bank statements to determine no negative impact to business based on withdrawal of funds. 
Statements must not reflect any NSFs (non-sufficient funds) or overdrafts.  

¶ The borrower must have access to the funds  

¶ The borrower must be the sole proprietor or 100% owner of the business (or all borrowers 
combined own 100%) 

 

Collateral Requirements 
 

Appraisal Requirements 
 

Transaction Type 
All Purchase Transactions 1 Full Appraisal 

All Refinance Transactions 2 Full Appraisals 
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Reserve Requirements (Number of Months of PITIA) 
Transaction DTI Required Reserves1 

First Time Homebuyer Җ оу҈ 15 

Non-First Time 
Homebuyer 

Җ оу҈ 12 

38.01% ς 43.00% 18 
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Eligible Collateral 
Follow Eligible Collateral guidance provided for Jumbo Select QM loans, with the exception of acreage.  
Properties with up to 20 acres are eligible for the Jumbo Select 90 program.  Properties with 10.1 to 20 
acres require the following: 

¶ Maximum land value of 35% 

¶ No income-producing attributes 
 

Back to Top 
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Jumbo Select Non-QM 

Jumbo Select Non-QM is a non-QM loan with any of the following attributes:  DTI > 43%,  Qualifying income 
stream using asset depletion calculation,  investment purchase transactions using rental income with no lease 

agreement provided,  or departure residence excluded from DTI when the property is not listed for sale or 
leased to rent at the time of the subject transaction.   

 
All Jumbo Select QM guidance will apply unless specifically noted within this chapter. 

 
 

Eligibility Requirements 
 

Available Terms 
Fixed Rate:  20, 25, 30 year term 

 

Ineligible Features 
¶ Loans that exceed the 3% Points and Fees cap 

¶ Higher Priced Mortgage Loans (HPMLs) 

¶ Non-Standard to Standard refinance transactions (ATR Exempt) 
o A non-standard mortgage includes various types of mortgages that can lead to payment shock and 

result in default, such as ARMs, interest only, or negative amortization loans.  The ATR/QM rule 
provides flexibility to homeowners in these types of loans by allowing a refinance without having to 
meet ATR requirements.  However, these flexibilities are not permitted under the Jumbo Select 
Non-QM program; all loans must meet all 8 ATR factors. 

¶ Higher Priced Covered Transactions (HPCT QM-Rebuttable Presumption) 

¶ Balloons 

¶ Graduated payments 

¶ Interest Only products 

¶ Temporary buydowns 

¶ Loans with prepayment penalties 

¶ ARMs 
 

Maximum DTI 
49.99% 

 
Back to Top 
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LTV/CLTV/HCLTV 
Primary Residence  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Max LTV/ 

CLTV/HCLTV 
Maximum Loan Amount1 

Purchase and  
Rate/Term  
Refinance 

1 

720 80% $1,500,000 

720 75% $2,000,000 

720 70% $1,000,000 

2 
720 65% $1,000,000 

720 60% $1,5000,000 

Primary Residence  |  Cash Out Refinance2 

Transaction Type Units FICO 
Max LTV/ 

CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum  
Cash Out 

Cash Out  
Refinance 

1 

720 70% $1,000,000 $250,000 

700 65% $1,000,000 $250,000 

720 65% $1,500,000 $500,000 

720 60% $2,000,000 $500,000 

      

Second Home  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Max LTV/ 

CLTV/HCLTV 
Maximum Loan Amount1 

Purchase 1 720 80% $1,000,000 

Purchase or  
Rate/Term  
Refinance 

1 720 

75% $1,000,000 

70% $1,500,000 

65% $2,000,000 

Second Home  |  Cash Out Refinance 

Transaction Type Units FICO 
Max LTV/ 

CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum  
Cash Out 

Cash Out 
Refinance 

1 740 

60% $1,000,000 $250,000 

55% $1,500,000 $500,000 

50% $2,000,000 $750,000 

      

Investment3  |  Purchase and Rate/Term Refinance  |  Cash Out Refinance 

Transaction Type Units FICO 
Max LTV/ 

CLTV/HCLTV 
Maximum Loan Amount1 

Purchase 1-4 740 70% $1,000,000 

Rate/Term Refi 1-4 740 70% $1,000,000 

Cash Out Refi 1-4 740 60% 
$1,000,000 

Max Cash Out:  $250,000 
 

1First-Time Homebuyers (FTHBs) are subject to a maximum loan amount of $1,000,000.  Loan amounts up to $1,500,000 are allowed in CA 
and NJ for FTHBs.  See Eligible Borrower section for specific requirements for FTHBs. 
 

2Texas 50(a)(6) refinances carry additional restrictions.  See Texas 50(a)(6) section..   
 

3The following requirements apply for investment property purchase, rate/term, and cash out refis: 

¶ Florida condos limited to 50% LTV/CLTV 

¶ Gift funds not allowed 

¶ Transaction must be arm's length 

¶ Appraiser to provide Comparable Rent Schedule 

¶ First-Time Homebuyers not permitted 
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Underwriting 
Manual underwriting is required, regardless of AUS documentation waivers.  However, DU findings are 
required on all Jumbo loans.  The recommendation may be Approve/Ineligible, with the only reason for 
ineligibility being the loan size. 

 
Unless otherwise noted here, the more restrictive of the FNMA Selling Guide or Appendix Q must be 
followed.  In all cases, the loan file must document the 8 ATR rules. 

 

Documentation 
¶ All loans must be manually underwritten and fully documented. Full income and asset verification is 

required.  No documentation waivers based on AUS recommendations permitted. 

¶ All credit documents, including title commitment must be no older than ninety (90) days from the Note 
date. 

¶ Recertification of value is not allowed. A new appraisal is required. 

¶ QM designation must be provided in the loan file. For the Select Non-QM program; 
o QM designation is Non-QM/ATR, or 
o QM designation is Exempt for investment property transactions when the transaction is exclusively 

for business purposes 
Á Investment property transactions require an attestation form the borrower stating the property 

is used 100% of the time for business purposes in order for the designation to be Exempt. If the 
borrower does not use the property 100% of the time for business purposes, the QM 
designation would be Non-QM/ATR for Select Non-QM loans. 

Á Cash-out refinances of investment properties must also contain an attestation regarding the 
proceeds from the cash out refinance. If 100% of the proceeds are not used for business 
purposes, the loan is subject to ATR and the designation would be Non-QM/ATR. 

¶ Loan file must document the eight (8) Ability to Repay (ATR) rules identified in Part 1026-Truth-in-
Lending (Regulation Z). 

¶ Residual income calculation must be provided and meet the residual income requirements indicated in 
the Income/Employment section of this guide. 

¶ If subject transaction is paying off a HELOC that is not included in the CLTV/HCLTV calculation, the loan 
file must contain evidence the HELOC has been closed. 
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NOTES: 

¶ Select Non-QM is a Non-QM loan with any of the following attributes: 
o DTI > 43% 
o Qualifying income stream using asset depletion calculation as outlined in the Income section 
o Investment purchase transactions using rental income with no lease agreement provided.  See Rental Income requirements 
o Departure residence excluded from DTI when the property is not listed for sale or leased to rent at the time of the subject 

transaction.  See Departure Residence requirements. 

¶ Minimum loan amount is $453,101 for 1 unit properties, and $1 over the conforming limits for properties with 2-4 units 

¶ Residual Income Calculation must be provided and must meet the residual income requirements indicated in the 
Employment/Income section 
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Conversion Option 
Not convertible 

 

Assumption Feature 
Fixed rate mortgages are not assumable. However, MiMutual does not underwrite or close assumptions. 

 

Seller Concessions 
All seller concessions must be addressed in the sales contract, appraisal and HUD-1/CD. A seller concession 
is defined as any interested party contribution beyond the stated limits (financing concessions) or any 
amounts not being used for closing costs or prepaid expenses. 
 
If a seller concession is present, both the appraised value and the sales price must be reduced by the 
concession amount for the purposes of calculation LTV/CLTV/HCLTV.  Sales concessions include but are not 
limited to vacations, furniture, automobiles, securities, or other giveaway items. 
 

Personal Property 
Any personal property transferred with a property sale must be deemed to have zero transfer value as 
indicated by the sales contract and appraisal. 
 
If any value is associated with the personal property, the sales price and the appraised value must be 
reduced by the personal property value for purposes of calculating the LTV/CLTV/HCLTV. 

 
 

Credit Requirements 
 

Mortgage History Requirements: 
¶ If the borrower(s) has a mortgage in the most recent twenty-four (24) months, a mortgage rating must 

be obtained reflecting 0X30 in the last twenty-four (24) months. The mortgage rating may be on the 
credit report or VOM. Applies to all borrowers on the loan. 

¶ If the mortgage holder is a party to the transaction or relative of the borrower, cancelled checks or 
bank statements to verify satisfactory mortgage history is required. 
 

Rental History Requirements: 
¶ If the borrower(s) has a rental history in the most recent twelve (12) months, a VOR must be obtained 

reflecting 0X30 in the last twelve (12) months. Applies to all borrowers on the loan. 

¶ If the landlord is a party to the transaction or relative of the borrower, cancelled checks or bank 
statements to verify satisfactory rent history is required; otherwise if not related or a party to the 
transaction a satisfactory VOR can be provided. 
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Additional Liability Requirements 
¶ The monthly payment on revolving accounts with a balance must be included in the borrower's DTI, 

regardless of the number of months remaining.  If the credit report does not reflect a payment and the 
actual payment cannot be determined, a minimum payment may be calculated using the greater of 
$10 or 5% 

¶ If the credit report reflects an open-end or net 30 day account, the balance owing must be subtracted 
from liquid assets 

¶ HELOCs with a current outstanding balance with no payment reflected on the credit report may have 
the payment documented with a current billing statement.  HELOCs with a current $0 balance do not 
need a payment included in the DTI unless using for downpayment or closing costs 

¶ Lease payments, regardless of the number of payments remaining, must be included in the DTI 

¶ Installment debts lasting 10 months or more must be included in the DTI 

¶ Alimony payments may be deducted from income rather than included as a liability in the DTI 
 

Departure Residence 
 

Departure Residence to be Rented 
Option 1:  No Lease Option 2:  Lease Required 

No lease required. 
 
Signed letter of intent from borrower indicating they 
intend to rent the departure residence within 90 days of 
closing on the subject transaction. 

Copy of current lease agreement. 
 
Copy of security deposit and evidence of deposit into 
borrower's account. 

Departure residence must have a minimum of 20% equity 
after deduction of outstanding liens to use rent to offset 
the payment. 
 
If less than 20% equity, the full payment with no benefit 
of rent must be included in the DTI.  
 
Equity in the departure residence must be documented 
with the prior purchase price, AVM, BPO or 2055 exterior 
appraisal dated within six (6) months of the subject 
transaction. 

Departure residence must have a minimum of 20% equity 
after the deduction of outstanding liens to use rent to 
offset the payment. 
 
If less than 20% equity, the full payment with no benefit 
of rent must be included in the DTI. 
 
Equity in the departure residence must be documented 
with the prior purchase price, AVM, BPO or 2055 exterior 
appraisal dated within six (6) months of the subject 
transaction. 

Market Rent Survey is required by a licensed appraiser. 
Rent calculation is 75% of the market rent less PITIA. 
 
Any negative amount must be included in the DTI. 
 
Any positive rental income is disregarded for the income 
calculation and can only be used to offset the payment. 

Rental calculation is based on 75% of the lease amount 
less PITIA. Any negative amount must be included in the 
DTI. Any positive income is included as rental income. 

Required reserves for departure residence = 9 months 
PITIA 

Required reserves for departure residence = 6 months 
PITIA 

Maximum LTV/CLTV/HCLTV on the subject transaction is 
80% 

No limit on LTV/CLTV/HCLTV, refer to program maximum 
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Departure Residence to be Sold 
Option 1:  Not Under Contract Option 2:  Under Contract 

No contract required for departure residence (not under 
contract or listed for sale). 
 
Signed letter of intent from borrower indicating they 
intend to list the departure residence for sale within 
ninety (90) days of closing on subject transaction. 

A copy of an executed sales contract for the property 
pending sale and confirmation all contingencies have 
been 
cleared/satisfied. 
 
The departure transaction must be closing within 30 days 
of the subject transaction. 
 
The pending sale transaction must ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘΦ 

Equity in the departure residence must be documented 
with a 2055 exterior appraisal or full appraisal.  
 
Departure residence must have a minimum of 20% equity 
after deduction of outstanding liens to exclude the 
payment from the DTI. 
 
If less than 20% equity, the full payment must be included 
in the DTI. 

No appraisal required for departure residence. 
 
The borrower must be netting a positive number from the 
sale of the property or assets must be accounted for to 
cover any funds the borrower may have to bring to 
closing on the sale of the departure residence. 

Required reserves for the departure residence are based 
on the marketing time indicated by the departure 
residence appraisal: 
 
If appraisal indicates marketing time of six (6) months or 
less = 12 months PITIA 
 
If appraisal indicates marketing time over six (6) months = 
24 months PITIA 

Required reserves for the departure residence = 6 months 
PITIA 

Maximum LTV/CLTV/HCLTV on the subject transaction is 
80%. 

No limit on LTV/CLTV/HCLTV, refer to program maximum. 

 
 

Income Requirements  
A Verbal VOE is required in all cases. 
 

Paystub Requirements 
All paystubs must: 
o be computer generated 
o reflect the current pay period and YTD earnings (no earlier than 90 days prior to Note date) 
o clearly identify the borrower and the employer 
o show the URL address, date and time printed, and identifying information (for those issued 

electronically via email or internet) 
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Declining Income  
When the borrower has declining income, the most recent twelve (12) months should be used. In certain 
cases, an average of income for a longer period may be used when the decline is related to a one-time 
capital expenditure and proper documentation is provided. In all cases, the decline in income must be 
analyzed to determine if the rate of decline would have a negative impact on the continuance of income 
ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜǇŀȅΦ 
 
If declining income is for a non-self-employed borrower, the employer or the borrower should provide an 
explanation for the decline and the underwriter should provide a written justification for including the 
declining income in qualifying. 
 

Residual Income Calculation 
Residual Income Calculation required. Select Non-QM loans must meet the residual income requirements 
below. Residual income equals Gross Qualifying Income less Monthly Debt (as included in the debt-to-
income ratio). 
 

# in Household 1 2 3 4 5 

Required Residual $1,550 $2,600 $3,150 $3,550 $3,700 

 *Add $150 for each additional family member 
 
 

Overtime and Bonus 
A Written VOE covering two full years with employer confirmation of overtime and/or bonus income. 
Income cannot be used if VOE reflects the income is likely to cease.  Two years W2 or tax transcripts (as 
applicable) are required to support. 

 

Rental Income Sources 
 

All Properties (Except Departing Primary Residence) 

¶ If the subject property is a purchase of an investment property, the requirement for a lease 
agreement may not be required if the following requirements are met: 
o Borrower(s) have a demonstrated landlord history for the most recent 2 years on the tax 

returns, OR 
o Maximum LTV/CLTV is 65% 
o The appraiser is required to provide a comparable rent schedule on all investment property 

transactions 

¶ LŦ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǿith 2 units, and the unit not occupied 
by the borrower is generating rental income, it may be used to qualify if the requirements for a 
lease agreement and/or tax returns are met. 

 
Departing Residence 
See Departure Residence section in Credit chapter for specific requirements. 
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Other Income Sources 
 

Asset Depletion 
Calculate the depletion of assets using a 3% return over the life of the loan; the same as calculating a 
P&I payment for a mortgage. 

¶ For borrowers >59 ½ years of age, all post-closing retirement and liquid assets may be used in the 
calculation if the assets are fully vested and unrestricted. 

¶ For borrowers <59 ½, all post-closing liquid (non-retirement) assets can be included in the 
calculation. 
o Minimum liquid post-closing assets of $500,000 required to include asset depletion for 

qualifying income. 

¶ Business funds are not allowed for income calculation 
 

Borrowers Employed by Family 

¶ YTD paystub 

¶ Two (2) years W-2s and 

¶ Two (2) years personal tax returns with 2 years tax transcripts to support 

¶ VVOE 

¶ .ƻǊǊƻǿŜǊΩǎ ǇƻǘŜƴǘƛŀƭ ƻǿƴŜǊǎƘƛǇ ƛƴ ǘƘŜ ōǳǎƛƴŜǎǎ Ƴǳǎǘ ōŜ ŀŘŘǊŜǎǎŜŘΦ 
 

Capital Gains 

¶ Must be gains from similar assets for three (3) continuous years to be considered qualifying 
income. 

¶ If the trend results in a gain it may be added as income. 

¶ If the trend results in a loss, the loss must be deducted from total income. 

¶ Personal tax returns ς three (3) years with a consistent history of gains from similar asset, with 3 
years tax transcripts to support 

¶ Document assets similar to the assets reported as capital gains to support the continuation of the 
capital gain income. 

 
K-1 Income/Loss on Schedule E 

¶ If the income is positive, stable and not used for qualifying, the K-1 is not required. 

¶ If the income is negative, the K-1s for the applicable years are required and if ownership is 25% or 
greater, see self-employment requirements  

¶ 2 years tax transcripts are required to support 
 

Foreign Income 
Foreign income must be reported on last 2 years US tax returns, with 2 years tax transcripts to support. 

 

 
Unacceptable Income Sources 
Mortgage differential payments from an employer to subsidize an emploȅŜŜΩǎ ƳƻǊǘƎŀƎŜ ǇŀȅƳŜƴǘǎ are not 
permitted. 
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Asset Requirements 
.ŜȅƻƴŘ ǘƘŜ ƳƛƴƛƳǳƳ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ ǘƻ Ŧǳƭƭȅ ŘƻŎǳƳŜƴǘ ǘƘŜ ōƻǊǊƻǿŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ƳŜŜǘ ǘƘŜƛǊ 
obligations, borrowers should disclose all liquid assets. 
 
Large deposits inconsistent with monthly income or deposits must be verified if using for down payment, 
reserves or closing costs. Lender is responsible for verifying large deposits did not result in any new 
undisclosed debt. 
 

Business Funds 
In addition to the requirements noted in the Select QM chapter, business bank statements must not 
reflect any NSFs or overdrafts. 
 

 
 
 

Cash Value of Life Insurance / Annuities 
¶ 100% of the value may be used, unless subject to penalties 

¶ The most recent statement(s) covering a 2 month period are required 
 

Reserve Requirements 
¶ At least six months reserves of PITIA for the subject property must be in a non-retirement account for 

borrowers that are not of retirement age. 

¶ For additional 1-4 unit financed residential properties owned (if excluded from the count of multiple 
financed properties, reserves are not required), an additional 6 months PITIA must be documented for 
each property 
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Reserve Requirements (Number of Months of PITIA) 
Occupancy Loan Amount Number of Months 

Primary Residence 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± ғ ул҈ 12 

$1,000,001 - $1,500,000 18 

$1,500,001 - $2,000,000 24 

Second Home 

Җ ϷмΣлллΣллл 24 

$1,000,001 - $1,500,000 36 

$1,500,001 - $2,000,000 48 

First Time Homebuyer 
Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 12 

$1,000,001 - $1,500,000 18 

Investment Property Җ ϷмΣлллΣллл 24 

NOTE:  This asset source is ineligible on investment property transactions, whether purchase or 
refinance. 
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Collateral Requirements 
 

Properties Listed for Sale 
¶ Properties currently listed for sale (at the time of application) are not eligible for refinance 

transactions. 

¶ Properties listed for sale within six (6) months of the application date are acceptable if the following 
requirements are met. 
o Rate and Term refinance only. 
o Primary and second homes only. 
o Documentation provided to show cancellation of listing. 
o Acceptable letter of explanation from the borrower detailing the rationale for cancelling the listing. 

¶ Cash-out refinances are not eligible if the property was listed for sale within twelve (12) months of the 
application date. 

 

Eligible Collateral 
Eligible collateral includes: 

¶ Condominiums, Fannie Mae Warrantable 
o See condo guidance in Jumbo Select QM chapter 

¶ tǊƻǇŜǊǘƛŜǎ ǿƛǘƘ Җ пл ŀŎǊŜǎ 
o tǊƻǇŜǊǘƛŜǎ Ҕ мл ŀƴŘ Җ пл ŀŎǊŜǎ Ƴǳǎǘ ƳŜŜǘ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 
Á Must be common and typical for the area, with a maximum 35% land-to-value ratio  
Á No income-producing attributes 
Á Transaction must be 10% below maximum LTV/CLTV for program 

¶ Properties Subject to Existing Oil/Gas Leases must meet the following: 
o Title endorsement providing coverage to the lender against damage to existing improvements 

resulting from the exercise of the right to use the surface of the land which is subject to an oil 
and/or gas lease. 

o No active drilling. Appraiser to comment or current survey to show no active drilling. 
o No lease recorded after the home construction date. Re-recording of a lease after the home was 

constructed is permitted. 
o Must be connected to public water 

¶ Properties with solar panels (must meet FNMA requirements) 
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Jumbo Choice QM 

Unless otherwise addressed in these Jumbo Choice QM guidelines, the more restrictive of the FNMA Selling 
Guide or Appendix Q must be followed.  All loans must meet QM Safe Harbor requirements, and must 

document the 8 Ability-to-Repay (ATR) rules. 
 

Eligibility Requirements 
 
 

Available Products 
¶ Fixed Rate:  30, 25, 20, 15, 10 year   

¶ ARM:  5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR  (ARMs carry a 30 year term and are fully amortizing) 
 
 

Qualifying Rate 
¶ Fixed Rates: Note rate 

¶ 5/1 ARM: Greater of the fully indexed rate or Note Rate + 2% 

¶ 7/1 ARM: Greater of the fully indexed rate or Note Rate 

¶ 10/1 ARM: Greater of the fully indexed rate or Note Rate 
 
 

ARM Specifics 
 

Interest Rate Adjustment Caps 

¶ Initial: 2% up/down 

¶ Subsequent: 2% up/down 

¶ Lifetime: 5% up 
 

Margin 
  3.50 
 

Index 
  1-Year LIBOR (London InterBank Offer Rate) 

 
Interest Rate Floor 

  3.50 
 

Change Dates 

¶ 5/1:  The first change date is the 60th payment due date.  Subsequent change dates are every 12 
months thereafter 

¶ 7/1:  The first change date is the 84th payment due date.  Subsequent change dates are every 12 
months thereafter 

¶ 10/1:  The first change date is the 120th payment due date.  Subsequent change dates are every 12 
months thereafter   

 
Back to Top  
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Conversion Option 
Not convertible 
 
Assumption Feature 
Fixed rate mortgages are not assumable; ARMs are. However, MiMutual does not underwrite or close 
assumptions. 

 
 

Documentation Requirements 
Full doc.  Manual underwriting requirements apply, regardless of AUS documentation waivers.  However, 
DU findings are required on all Jumbo loans to demonstrate the borrower is not eligible for an Agency 
product.  The recommendation may be Approve/Ineligible, with the only reason for ineligibility being the 
loan size.   
 
If the 1003, title commitment, or credit documents indicate the borrower is a party to a lawsuit, additional 
ŘƻŎǳƳŜƴǘŀǘƛƻƴ Ƴǳǎǘ ōŜ ƻōǘŀƛƴŜŘ ǘƻ ŘŜǘŜǊƳƛƴŜ ƴƻ ƴŜƎŀǘƛǾŜ ƛƳǇŀŎǘ ŜȄƛǎǘǎ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ 
repay, assets, or collateral. 
 
 

Occupancy 
¶ Primary Residences for 1-4 units 

¶ Second Homes  
o aǳǎǘ ōŜ ƭƻŎŀǘŜŘ ŀ ǊŜŀǎƻƴŀōƭŜ ŘƛǎǘŀƴŎŜ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƴŎƛǇŀƭ ǊŜǎƛŘŜƴŎŜ 
o Must be occupied by the borrower for some portion of the year 
o Must be suitable for year-round use 
o Must not be subject to a rental agreement and borrower must have exclusive control over the 

property 
o Any rental income received on the property cannot be used as qualifying income 

¶ Investment properties for 1-4 units 
 
 

Maximum DTI  
¶ CƛȄŜŘ ǊŀǘŜ ŀƴŘ !waǎ Җ ул҈Υ  поΦлл҈ 

¶ LTV/CLTVs > 80%:  38.00% 
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LTV/CLTV/HCLTV 
Primary Residence  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase and 
Rate/Term 
Refinances 

1-2 

680 90%2 $1,000,000 

661 80% $1,500,000 

680 75% $2,000,000 

1-4 661 70% $2,000,000 

Primary Residence  |  Cash Out Refinance4 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1-2 

680 80% $1,000,000 $250,000 

661 70% $1,000,000 $250,000 

661 60% $1,500,000 $500,000 

 
 

Second Home  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase or 
Rate/Term 
Refinance 

1 661 

80% $1,000,000 

70% $1,500,000 

65% $2,000,000 

Second Home  |  Cash Out Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1 661 
65% $1,000,000 $250,000 

60% $1,500,000 $500,000 

 
 

Investment3   |   Purchase and Rate/Term Refinance  |  Cash Out Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount 

Purchase 1-4 680 75% $1,000,000 

Rate/Term Refi 1-4 680 70% $1,000,000 

Cash Out Refi 1-4 680 60% $1,000,000  (max cash out $250,000) 

 
 *Footnotes on following page 
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1First-Time Homebuyers are subject to a maximum loan amount of $1,000,000.  Loan amounts up to $1,500,000 allowed in CA and NJ.  
See Eligible Borrower section for specific requirements for FTHBs. 
 

 2The following requirements apply for transactions with LTVs greater than 80% 

¶ MI not required 

¶ Secondary financing is allowed.  See Secondary Financing for details 

¶ Non-permanent resident aliens not allowed 

¶ Escrow account required for loans > 80% LTV unless prohibited by applicable law 
 

 3The following requirements apply for investment property purchases, rate/term refis, and cash out refis: 

¶ Florida condos limited to 50% LTV/CLTV/HCLTV 

¶ Gift funds not allowed 

¶ Transaction must ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 

¶ Appraiser to provide comparable rent schedule 

¶ FTHBs not allowed 

¶ If using rental income, an executed lease agreement must be provided.  See Rental Income in the Income/Employment section 
for further details. 

 

  
4Texas 50(a)(6) refinances only allowed on 20, 25, 30 year fixed rate transactions.  See Texas 50(a)(6) Refinances section. 
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NOTES: 

¶ Minimum loan amount is $1 over the conforming/high balance loan limit 

¶ Higher Priced Mortgage Loans (HPML) are allowed if the following requirements are met:  
o Loan must have an escrow account for a minimum of 5 years 
o If the property was acquired by the seller less than 90 days from the purchase agreement, and the purchase price exceeds 
ǘƘŜ ǎŜƭƭŜǊΩǎ ŀŎǉǳƛǎƛǘƛƻƴ ǇǊƛŎŜ ōȅ ƳƻǊŜ ǘƘŀƴ мл҈Σ ǘƘŜƴ ŀ ǎŜŎƻƴŘ Ŧǳƭƭ ŀǇǇǊŀƛǎŀƭ ƛǎ ǊŜǉǳƛǊŜŘ 

o If the property was acquired by the seller between 91-180 days from the purchase agreement, and the purchase price 
ŜȄŎŜŜŘǎ ǘƘŜ ǎŜƭƭŜǊΩǎ ŀŎǉǳƛǎƛǘƛƻƴ Ǉrice by more than 20%, then a second full appraisal is required 

o If a second appraisal is required for one of the above two reasons, the borrower may only be charged for one of the 
appraisals 

¶ Residual Income Calculation must be provided and must meet the residual income requirements indicated in the 
Income/Employment section 
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Borrowers 
 

Eligible 

¶ US Citizens 

¶ Permanent Resident Aliens with evidence of lawful residency  
o Must be employed in the United States for the past 24 months 

¶ Non-Permanent Resident Aliens with evidence of lawful residency are eligible with the following 
restrictions: 
o Primary residence only 
o Maximum LTV/CLTV/HCLTV 80% 
o 20, 25, 30 year fixed rate only 
o Unexpired H1B, H2B, E1, L1, and G Series visas only.  G Series visas must have no diplomatic 

immunity. 
o Credit tradeline requirements must be met, no exceptions. 
o Borrower must have a current 24 month employment history in the US  

¶ First Time Homebuyers 
o Defined as a borrower who has not owned a home in the last 3 years. For loans with more than 

1 borrower, where at least 1 borrower has owned a home in the last 3 years, first time 
homebuyer requirements do not apply 

o Maximum loan amount $1,000,000 
o For transactions located in CA and NJ, a maximum loan amount of $1,500,000 is allowed if the 

following requirements are met: 
Á 680 minimum FICO score 
Á Primary residence only 
Á Reserve requirements for FTHBs are met 
Á Maximum 80% LTV/CLTV/HCLTV 

 
Documentation of  Lawful Residency  
For a Permanent Resident Alien, one of the following is required: 

¶ A valid and current Permanent Resident Alien card (form I-551), also known as a Green Card 

¶ ! ǇŀǎǎǇƻǊǘ ǎǘŀƳǇŜŘ άǇǊƻŎŜǎǎŜŘ ŦƻǊ L-551, Temporary evidence of lawful admission for 
ǇŜǊƳŀƴŜƴǘ ǊŜǎƛŘŜƴŎŜΦ  ±ŀƭƛŘ ǳƴǘƛƭ ψψψψέΦ  9ƳǇƭƻȅƳŜƴǘ ŀǳǘƘƻǊƛȊŜŘΦ  ¢Ƙƛǎ ŜǾƛŘŜƴŎŜǎ ǘƘŜ ƘƻƭŘŜǊ 
has been approved for, but not issued, a Permanent Resident Alien card. 

 
For a Non-Permanent Resident Alien, verification of a valid and eligible visa that allows the Non-
Permanent Resident Alien the right to work and live in the US issued by the USCIS is required.  
Eligible visa types are: 

¶ H1B 

¶ H2B 

¶ E1 

¶ L1 

¶ G Series 
o G Series visas must not allow for diplomatic immunity 
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Ineligible 

¶ Any borrower without a Social Security Number (ITINs are not eligible) 

¶ Foreign Nationals 

¶ Borrowers with diplomatic status 

¶ Life Estates 

¶ Non-Revocable Trusts 

¶ Guardianships 

¶ LLCs, corporations, or partnerships 

¶ Land Trusts, including Illinois Land Trusts 

¶ Borrowers with any ownership in a business that is federally illegal, regardless if the income is not 
being used to qualify 

 
 

Multiple Properties Financed/Owned 
The borrower(s) may own a total of four (10) financed, 1-4 unit residential properties, including the subject 
property, and regardless of occupancy of the subject property.   

 
If the borrower owns up to 4 financed properties: 

¶ Max financing for the subject transaction is allowed 

¶ Additional financed 1-4 unit residential properties require an additional 3 months reserves for each 
property 

 
If the borrower owns between 5 and 10 financed properties: 

¶ The subject transaction is limited to the lower of 80% LTV/CLTV/HCLTV or the program maximum 

¶ Subject property requires the greater of 6 months reserves or required reserves per guidelines as 
indicated in the Assets section of this guide 

 
1-4 unit residential financed properties held in the name of an LLC or other corporation can be excluded 
from the number of financed properties only when the borrower is not personally obligated for the 
mortgage. 
 
Ownership of commercial or multifamily (5+ units) real estate is not included in this limitation. 
 
For other properties owned, documentation to confirm the P&I, taxes, insurance, HOA dues, lease 
payments, or other property-related expenses must be provided.   
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Properties Listed for Sale 
Properties currently listed for sale (at the time of application) are not eligible. 
 
Properties listed for sale within six months of the application date are acceptable if the following 
requirements are met: 

¶ Rate/term refinance only 

¶ Primary and second homes only 

¶ Documentation showing cancellation of listing must be provided 

¶ Acceptable letter of explanation from the borrower detailing the rationale for cancelling the listing is 
required 

 
Cash out refinances are not eligible if the property was listed for sale within 12 months of the application 
date. 

 
 

Rate/Term Refinance Restrictions 
¶ The new loan amount is limited to pay off the current first lien mortgage, any seasoned non-first lien 

mortgages, closing costs and prepaid items.  
o If the first mortgage is a HELOC, evidence it was a purchase money HELOC or it is a seasoned HELOC 

that has been in place for twelve (12) months and total draws do not exceed $2,000 in the most 
recent twelve (12) months.  

o A seasoned non-first lien mortgage is a purchase money mortgage or a mortgage that has been in 
place for twelve (12) months.  

o A seasoned equity line is defined as not having draws totaling over $2,000 in the most recent 
twelve (12) months. Withdrawal activity must be documented with a transaction history.  

o Max cash back at closing is limited to 1% of the new loan amount.  

¶ Properties inherited less than twelve (12) months prior to application date can be considered for a 
Rate and Term refinance transaction if the following requirements are met:  
o Must have clear title or copy of probate evidencing borrower was awarded the property.  
o A copy of the will or probate document must be provided, along with the buy-out agreement 

signed by all beneficiaries.  
o Borrower retains sole ownership of the property after the pay out of the other beneficiaries.  
o Cash back to borrower not to exceed 1% of loan amount.  
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Cash Out Refinance Restrictions 
¶ Borrower must have owned the property for at least 6 months.  If the property is owned free & clear 

and 6 months seasoning is not met, refer to Delayed Purchase Financing 

¶ Maximum cash-out limitations include the payoff of any unsecured debt, unseasoned liens and any 
cash in hand 

¶ Inherited properties may not be refinanced as a cash out refinance prior to 12 months ownership. See 
Rate/Term Refinances for requirements 

¶ Cash out refinances where the borrower is paying off a loan from a pledged asset/retirement account 
loan, secured loan, unsecured family loan, or replenishing business funds used to purchase the 
property, the following guidelines apply: 
o Cash out limitation is waived if previous transaction was a purchase 
o Seasoning requirement for cash out is waived (borrower does not have to own for 6 months prior 

to subject transaction) 
o Funds used to purchase the subject must be documented and sourced 
o CD for subject transaction must reflect payoff or paydown of pledged asset / retirement account 

loan, secured loan, unsecured family loan or business asset account.  If cash out proceeds exceed 
payoff of loans, excess cash must meet cash out limitations 

o ¢ƘŜ ǇǳǊŎƘŀǎŜ Ƴǳǎǘ ƘŀǾŜ ōŜŜƴ ŀǊƳΩǎ ƭŜƴƎǘƘ 
o Investment properties are ineligible 

 
Texas 50(a)(6) Refinances 
In addition to standard guidelines, loans originated in the State of Texas may be subject to additional 
requirements and restrictions due to the provisions of Section 50(a)(6) of the Texas Constitution (Texas 
Equity Loan). All cash-out loans and certain Rate and Term refinance transactions, involving the 
ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ƘƻƳŜǎǘŜŀŘ ǇǊƻǇŜǊǘȅΣ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ ǘƘŜǎŜ ǎǇŜŎƛŀƭ ǊŜǉǳƛǊŜƳŜƴǘǎΦ aiMutual follows 
Fannie Mae requirements related to Section 50(a)(6) loans. Failure to follow these requirements will 
result in the loan being ineligible. 
 
If the existing loan is not a Texas Home Equity loan, funds from a new loan may be used in the 
following manner and still be considered a standard Rate and Term refinance transaction: 

¶ New loan is less than or equal to the existing UPB. 

¶ New loan equals UPB plus prepaids and closing costs. 

¶ New loan pays down or pays off a purchase money second. 

¶ New loan pays down or pays off an existing Secured Home Improvement Loan (mechanics lien). 

¶ New loan provides funds necessary to satisfy a court ordered divorce equity buyout. 
 
Under certain circumstances, a refinance of an existing Texas Home Equity loan may be considered as a 
standard refinance transaction. The following requirements must be met: 

¶ At least one year has elapsed since the Texas Home Equity loan was closed 

¶ There can be no advance of new money (except closing costs) 

¶ The new principal loan balance may noǘ ŜȄŎŜŜŘ ул҈ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ŦŀƛǊ ƳŀǊƪŜǘ ǾŀƭǳŜ ƻƴ ǘƘŜ Řŀȅ 
of the refinance 

¶ The borrower must be provided with a new disclosure 12 or more days prior to closing, advising the 
borrower of the risks of refinancing into a non-Texas Home Equity loan 

¶ The borroǿŜǊόǎύ ŀƴŘ ōƻǊǊƻǿŜǊΩǎ ǎǇƻǳǎŜ όƛŦ ŀǇǇƭƛŎŀōƭŜύ Ƴǳǎǘ ǎƛƎƴ ŀƴ !ŦŦƛŘŀǾƛǘ ŀǘ ŎƭƻǎƛƴƎ 
acknowledging that the above four requirements have been met 

Back to Top 
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Eligible Product Types  
20, 25 and 30-year fixed rate only 

 
Max LTV/CLTV 
Texas Equity Loans are limited to the lesser of 80% LTV/CLTV or program maximum. Please refer to 
specific program for LTV/CLTV maximum. 

 
Eligible Property Types  

Single-ǳƴƛǘ ǇǊƛƴŎƛǇŀƭ ǊŜǎƛŘŜƴŎŜ ŘŜǎƛƎƴŀǘŜŘ ŀǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƘƻƳŜǎǘŜŀŘ ǳƴŘŜǊ Texas law. Eligible 
property types are limited to an attached or detached dwelling, a unit in a PUD project, or a unit in 
a condominium project. Owner occupied primary residences only. Documented proof of 
Homestead Designation is required.  2-4 unit properties not allowed. 
 
Non-Borrowing Spouse  

The owner of the homestead and their spouse must consent to the extension of credit by executing 
the Deed of Trust. A non-borrowing spouse, regardless of their ownership interest in the 
homestead property, has the right to cancel.  
 
Property Valuation  
To determine current value, MiMutual must obtain a new full appraisal on either a Uniform 
Residential Appraisal Report, or Individual Condominium Unit Appraisal Report.  The appraisal for 
the property and the acknowledgment of fair market value must not include any property other 
than the homestead. 
 
The survey (or other acceptable evidence) must demonstrate that: 
ω Homestead property and any adjacent land are separate parcels, and 
ω Homestead property is a separately platted and subdivided lot for which full ingress and egress 

is available. 
 
Additional Requirements for Texas Equity Loans  

¶ Fees and charges to make the loan may not exceed 2% of the loan amount.  The following fees 
and charges can be excluded from the testing: 
o Bona Fide Discounts to lower the rate selected 
o Appraisal Fee 
o Survey Fee 
o [ŜƴŘŜǊΩǎ ¢ƛǘƭŜ tƻƭƛŎȅ 

¶ ¢ƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛǊǎǘ ǇŀȅƳŜƴǘ Ƴǳǎǘ ōŜ ŘǳŜ ƴƻ ƭŀǘŜǊ ǘƘŀƴ ǘǿƻ όнύ ƳƻƴǘƘǎ ŀŦǘŜǊ ŎƭƻǎƛƴƎΦ 

¶ MiMutual must provide the title company with a detailed closing instruction letter and require 
acknowledgement of its receipt. 

¶ If this loan is being used to pay off a previous Texas Equity Loan, the loan may not close before 
twelve (12) months have passed from the closing date of the Texas Equity Loan being paid off. 

¶ If the new loan is a Texas Equity Loan originated to cure a failure in the original mortgage to 
comply with Section 50(a)(6), then the Texas law requirement that at least twelve (12) months 
have passed since any previous Texas Home Equity loan secured by a homestead property was 
closed does not apply. 
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¶ The loan may not close before twelve (12) days after the loan application was taken by the 
ƭŜƴŘŜǊ ƻǊ ǘƘŜ ōƻǊǊƻǿŜǊ ǊŜŎŜƛǾŜǎ ǘƘŜ άbh¢L/9 /hb/9wbLbD 9·¢9b{Lhb{ hC /w95L¢ 59CLb95 .¸ 
SECTION 50(a)(6), ARTICLE XVI, TEXAS /hb{¢L¢¦¢Lhbέ ŘƛǎŎƭƻǎǳǊŜΣ ǿƘƛŎƘŜǾŜǊ ŘŀǘŜ is later AND 
Ƴŀȅ ƴƻǘ ŎƭƻǎŜΣ ǿƛǘƘƻǳǘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻƴǎŜƴǘΣ ƻƴŜ όмύ ōǳǎƛƴŜǎǎ Řŀȅ ŀŦǘŜǊ ǘƘŜ ŘŀǘŜ ƻƴ ǿƘƛŎƘ 
the borrower receives a copy of the loan application, if not previously provided, and a final 
itemized disclosure of the actual fees, points, interest, costs and charges that will be charged at 
closing. 

¶ The loan may only close at the office of MiMutual, title company or an attorney at law. 

¶ Power of Attorney may not be used on a Texas Equity Loan. 

¶ Use FNMA approved Texas Equity legal documents (Note, Deed, Riders, etc.). 
 

Continuity of Obligation 
When at least one (1) borrower on the existing mortgage is also a borrower on the new refinance 
transaction, continuity of obligation requirements have been met. If continuity of obligation is not met, the 
following permissible exceptions are allowed for the new refinance to be eligible:  

¶ The borrower has been on title for at least twelve (12) months but is not obligated on the existing 
mortgage that is being refinanced and the borrower meets the following requirements:  
o Has been making the mortgage payments (including any secondary financing) for the most recent 

twelve (12) months, or  
o Is related to the borrower on the mortgage being refinanced.  

¶ The borrower on the new refinance transaction was added to title twenty-four (24) months or more 
prior to the disbursement date of the new refinance transaction.  

¶ The borrower on the refinance inherited or was legally awarded the property by a court in the case of 
divorce, separation or dissolution of a domestic partnership.  

¶ The borrower on the new refinance transaction has been added to title through a transfer from a trust, 
LLC or partnership. The following requirements apply:  
o Borrower must have been a beneficiary/creator (trust) or 25% or more owner of the LLC or 

partnership prior to the transfer.  
o The transferring entity and/or borrower has had a consecutive ownership (on title) for at least the 

most recent six (6) months prior to the disbursement of the new loan.  
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Delayed Purchase Refinances 
Delayed Purchase Refinancing is allowed with the following requirements:  

¶ Property was purchased by borrower for cash within six (6) months of the loan application.  

¶ HUD-1/CD from purchase reflecting no financing obtained for the purchase of the property.  

¶ Preliminary title reflects the borrower as the owner and no liens.  

¶ CǳƴŘǎ ǳǎŜŘ ǘƻ ǇǳǊŎƘŀǎŜ ǘƘŜ ǇǊƻǇŜǊǘȅ ŀǊŜ Ŧǳƭƭȅ ŘƻŎǳƳŜƴǘŜŘ ŀƴŘ ǎƻǳǊŎŜŘ ŀƴŘ Ƴǳǎǘ ōŜ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
own funds (no gift funds or business funds).  

¶ Funds drawn from a HELOC on another property owned by the borrower, funds borrowed against a 
margin account, or funds from a 401(k) loan are acceptable as long as the following requirements are 
met: 
o The borrowed funds are fully documented 
o The borrowed funds are reflected on the Closing Disclosure (CD) as a payoff on the new refinance 

transaction 

¶ LTV/CLTV/HCLTV for Rate and Term refinances must be met. The loan is treated as a Rate and Term 
refinance.  

¶ Investment properties are allowed as long as borrower is not a builder or in the construction industry 
ŀƴŘ ǇǊƛƻǊ ǘǊŀƴǎŀŎǘƛƻƴ ǿŀǎ ŀǊƳΩǎ ƭŜƴƎǘƘΦ  

 
 

LTV/CLTV/HCLTV Calculation 
¶ If subject property is owned more than twelve (12) months, the LTV/CLTV/HCLTV is based on the 

current appraised value. The twelve (12) month time frame is defined as prior Note date to subject 
Note date.  

¶ If subject property is owned less than twelve (12) months, the LTV/CLTV/HCLTV is based on the lesser 
of the original purchase price plus documented improvements made after the purchase of the 
property, or the appraised value. Documented improvements must be supported with receipts. The 
twelve (12) month time frame is defined as prior Note date to subject Note date.  

 
 
 
 
 

Construction to Permanent Refinance Restrictions 
The conversion of construction to permanent financing involves the granting of a long-term mortgage to a 
borrower for the purpose of replacing interim construction financing that the borrower has obtained to 
fund the construction of a new residence.  The borrower must hold title to the lot, which may have been 
previously acquired or purchased as part of the transaction. 

¶ LTV/CLTV/HCLTV is determined based on the length of time the borrower has owned the lot. The time 
frame is defined as the date the lot was purchased to the Note date of the subject transaction. 
o For lots owned twelve (12) months or more, the appraised value can be used to calculate the 

LTV/CLTV/HCLTV. 
o For lots owned less than twelve (12) months, the LTV/CLTV/HCLTV is based on the lesser of the 

current appraised value of the property or the total acquisition costs (documented construction 
costs plus documented purchase price of lot). 
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Non-!ǊƳΩǎ [ŜƴƎǘƘ ¢ǊŀƴǎŀŎǘƛƻƴǎ 
A non-ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴ ƛƴ ƻƴŜ ƛƴ ǿƘƛŎƘ ǘƘŜǊŜ ƛǎ ŀ ǊŜƭŀǘƛƻƴǎƘƛǇ ƻǊ ōǳǎƛƴess affiliation between the 
borrower(s) and/or any parties in the transaction.  If a direct relationship exists between any of the parties 
to a transaction, including the borrower/buyer, seller (if applicable), employer, lender, broker, or 
appraiser, then the transaction will be considered non-ŀǊƳΩǎ ƭŜƴƎǘƘΦ   

 
Non-ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀǊŜ ƴƻǘ ŜƭƛƎƛōƭŜΣ ǿƛǘƘ ǘƘŜ ŜȄŎŜǇǘƛƻƴ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 

¶ Family sales or transfers 

¶ Property sellers are representing themselves as agent in real estate transaction 

¶ Relative ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅ ǎŜƭƭŜǊ ŀŎǘƛƴƎ ŀǎ ǘƘŜ ǎŜƭƭŜǊΩǎ ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴǘ 

¶ Buyers/borrowers are representing themselves as agent in real estate transaction  

¶ wŜƭŀǘƛǾŜ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊ ŀŎǘƛƴƎ ŀǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴǘ 

¶ The borrower is the employee of the originating lender and the lender has an established employee 
loan program 

¶ Originator is related to the borrower 

¶ Renter buying from landlord 
o 24 months cancelled checks will be required to document a satisfactory (0x30) pay history.  Written 

Verification of Rent is not acceptable 
 
 
 
Gifts from relatives that are interested parties to the transaction are not allowed, unless it is a gift of 
equity.  Real estate agents may apply their commission towards closing costs and/or prepaids as long as 
the amounts are within the interested party contribution limits.  
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Secondary / Subordinate Financing 
For each mortgage loan subject to a subordinate lien, to accurately calculate the LTV/CLTV/HCLTV ratio for 
eligibility requirement purposes, MiMutual must determine the maximum credit line for all HELOCs, if 
applicable, and the unpaid principal balance for all closed-end subordinate financing.  If any subordinate 
financing is not shown on a credit report, MiMutual must diligently determine if any other subordinate 
financing liens exist and provide documentation from the borrower or creditor. 

¶ Institutional Financing only. Seller subordinate financing not allowed. 

¶ Subordinate liens must be recorded and clearly subordinate to the first mortgage lien. 

¶ If there is or will be an outstanding balance at the time of closing, the monthly payment for the 
subordinate financing must be includeŘ ƛƴ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜōǘ-to-income ratio. 

¶ Full disclosure must be made of the existence of subordinate financing and the subordinate financing 
repayment terms. The following are acceptable subordinate financing types: 
o Mortgage terms with interest at market rate. 
o Mortgage with regular payments that cover at least the interest due, resulting in no negative 

amortization. 

¶ Employer subordinate financing is allowed with the following requirements:     
o Employer must have an Employee Financing Assistance Program in place. 
o 9ƳǇƭƻȅŜǊ Ƴŀȅ ǊŜǉǳƛǊŜ Ŧǳƭƭ ǊŜǇŀȅƳŜƴǘ ƻŦ ǘƘŜ ŘŜōǘ ƛŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅƳŜƴǘ ŎŜŀǎŜǎ ōŜŦƻǊŜ ǘƘŜ 

maturity date. 
o Financing may be structured in any of the following ways: 
Á Fully amortizing level monthly payments 
Á Deferred payments for some period before changing to fully amortizing payments 
Á Deferred payments over the entire term. 
Á Forgiveness of debt over time 
Á Balloon payment of no less than five (5) years, or the borrower must have sufficient liquidity to 

pay off the subordinate lien. 

¶ LTV/CLTV/HCLTV guidelines must be met for loans with subordinate financing. 
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Credit Requirements 
 
 

Derogatory Credit 
¶ Bankruptcy, Chapter 7, 11, 13 ς four (4) years since discharge/dismissal date 

¶ Foreclosure ς four (4) years since completion date 

¶ Short Sale/Deed-in-Lieu ς four (4) years since completion/sale date 

¶ Mortgage accounts that were settled for less, negotiated or short payoffs ς four (4) years since 
settlement date 

¶ Borrowers with credit events listed above between four (4) and seven (7) years must meet the 
following requirements: 
o Tradeline requirements must be met 
o Satisfactory housing history for 24 months required 
o No mortgage lates since credit event 
o No public records since credit event 
o Purchase or rate/term refinance of a primary residence only 
Á Maximum LTV/CLTV/HCLTV is 80% or the program maximum, whichever is lower 

¶ Loan Modification ς two (2) years since modification date with no mortgage lates on any mortgage in 
the last 24 months 

¶ Notice of Default ς two (2) years 

¶ Multiple derogatory credit events are not allowed 

¶ Medical Collections ς allowed to remain outstanding as long as the balance is less than $10,000 in 
aggregate 

 
Exceptions for Derogatory Credit 
Exceptions for credit events that require a 4 year seasoning period will be considered on a case-by-case 
basis between two (2) and four (4) years with extenuating circumstances, subject to the following: 

¶ Extenuating circumstances are defined as non-ǊŜŎǳǊǊƛƴƎ ŜǾŜƴǘǎ ōŜȅƻƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻƴǘǊƻƭΣ 
resulting in a sudden, significant, and prolonged reduction in income or catastrophic increase in 
financial obligations 
o Examples would include death or major illness of a spouse or child, but would not include 

divorce or job loss 

¶ Documentation must be provided to support the claim of extenuating circumstances and confirm 
the nature of the event that led to the credit event and illustrate the borrower had no reasonable 
option other than to default on their obligations 

¶ If the defaulted debt was assigned to an ex-spouse and the default occurred after the borrower 
was relieved of the obligation, the event may be considered on an exception basis 

 
 

Outstanding Judgments/ Tax Liens/Charge-Offs/Past-Due Accounts 
Tax liens, judgments charge-offs and past-due accounts must be satisfied or brought current prior to or at 
closing.  Cash-out proceeds from the subject transaction may not be used to satisfy judgments, tax liens, 
charge-offs, or past-due accounts. 
 
Payment plans on prior year tax liens/liabilities are not allowed; they must be paid in full. 
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Housing Payment History 
 

Mortgage History Requirements 
If the borrower(s) has a mortgage in the most recent 24 months, a VOM must be obtained.  This 
applies to all borrowers on the loan. 
 
No more than 1x30 in the last 12 months or 2x30 in the last 24 months is permitted.  Mortgage lates 
must not be within the most recent 3 months of the subject transaction.  0x60 and 0x90 is required in 
the most recent 24 months. 
 
Rental History Requirements 
If the borrower has a rental history in the most recent 12 months, a VOR must be obtained.  This 
applies to all borrowers on the loan. 
 
No more than 1x30 in the last 12 months.  0x60 and 0x90 is required in the most recent 12 months.  
Rental lates must not be within the most recent 3 months of the subject transaction.   

 
If the landlord is a party to the transaction or a relative of the borrower, cancelled checks or bank 
statements to verify satisfactory rental history is required.  Otherwise, if not related or a party to the 
transaction, a satisfactory VOR can be provided. 

 
 

Inquiries 
If the credit report indicates recent inquiries within the most recent 120 days of the credit report, 
confirmation must be provided that the borrower did not obtain additional credit that is not reflected in 
the credit report or mortgage application. In these instances the borrower must explain the reason for the 
credit inquiry. 

¶ If additional credit was obtained, a verification of that debt must be provided and the borrower must 
be qualified with the monthly payment. 

¶ Confirmation of no new debt may be in the form of a new credit report, pre-close credit report or gap 
credit report. 

 
 

Credit Report 
 

Age of Credit Report 
The credit report may not be more than 90 days old at the time the Note is signed.   
 
άCǊƻȊŜƴέ /ǊŜŘƛǘ wŜǇƻǊǘǎ 
/ǊŜŘƛǘ ǊŜǇƻǊǘǎ ǿƛǘƘ ōǳǊŜŀǳǎ ƛŘŜƴǘƛŦƛŜŘ ŀǎ άŦǊƻȊŜƴέ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ōŜ ǳƴŦǊƻȊŜƴ ŀƴŘ ŀ ŎǳǊǊŜƴǘ ŎǊŜŘƛǘ 
report with all bureaus unfrozen is required. 
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Tradeline Requirements 

¶ Minimum three (3) tradelines are required. The following requirements apply: 
o One (1) tradeline must be open for twenty-four (24) months and active within the most recent 

six (6) months. 
o Two (2) remaining tradelines must be rated for twelve (12) months and may be opened or 

closed. 
OR 

¶ Minimum two (2) tradelines are acceptable if the borrower has a satisfactory mortgage rating for at 
least twelve (12) months (opened or closed) within the last twenty-four (24) months and one (1) 
additional open tradeline. 
 

Each borrower contributing income for qualifying must meet the minimum tradeline requirements; 
however, borrowers not contributing income for qualifying purposes are not subject to minimum 
tradeline requirements.  Authorized user accounts are not allowed as an acceptable tradeline.  Non-
traditional credit is not allowed as an acceptable tradeline.   

 
Credit Score Requirements 
Each borrower must have a minimum of two FICO scores reporting. 

¶ The representative score for each borrower is the middle of the three scores or the lower of the 
two scores reporting on the credit report 

¶ The representative score for the loan transaction will be based on the lowest representative score 
for any borrower. 

 
Disputed Tradelines 
All disputed tradelines must be included in the total expense ratio (DTI) if the account belongs to the 
borrower(s), unless documentation can be provided that authenticates the dispute.  
 
Derogatory accounts must be considered in analyzing the borrower(s) willingness to repay debt. 
However, if a disputed account has a zero balance, and no late payments, it can be disregarded. 

 
Student Loans 
For all student loans, whether deferred, in forbearance, or in repayment, a monthly payment must be 
ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƳƻƴǘƘƭȅ ŘŜōǘ ƻōƭƛƎŀǘƛƻƴΦ 

¶ If a monthly payment is provided on the credit report, the amount indicated for the monthly 
payment may be used for qualifying 

¶ If the credit report does not provide a monthly payment or if it shows $0 as the monthly payment, 
the monthly payment may be one of the options below: 
o Loan payment indicated on student loan documentation verifying monthly payment is based on 

an income-driven plan 

¶ For deferred loans or loans in forbearance: 
o 1% of the outstanding loan balance (even if this amount is lower than the actual fully 

amortizing payment), or 
o A fully amortizing payment using the documented loan repayment terms 
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Additional Liability Requirements 

¶ The monthly payment on revolving accounts with a balance must be included in the ōƻǊǊƻǿŜǊΩǎ 
DTI, regardless of the number of months remaining.  If the credit report does not reflect a payment 
and the actual payment cannot be determined, a minimum payment may be calculated using the 
greater of $10 or 5% 

¶ If the credit report reflects an open-end or net thirty (30) day account, the balance owing must be 
subtracted from liquid assets.   

¶ HELOCs with a current outstanding balance with no payment reflected on the credit report may 
have the payment documented with a current billing statement.  HELOCs with a current $0 balance 
do not need a payment included in the DTI unless it is being used for downpayment or closing costs 

¶ Lease payments, regardless of the number of payments remaining, must be included in the DTI 

¶ Installment debts lasting 10 months or more must be included in the DTI 

¶ Alimony payments may be deducted from the income rather than included as a liability in the DTI 
 
 

Departure Residence 
 

Departure Residence Pending Sale 
Lƴ ƻǊŘŜǊ ǘƻ ŜȄŎƭǳŘŜ ǘƘŜ ǇŀȅƳŜƴǘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴce that is pending sale but will close 
after the subject transaction, the following requirements must be met: 

¶ A copy of an executed sales contract for the property pending sale and confirmation all 
contingencies have been cleared/satisfied.  The pending saƭŜ ǘǊŀƴǎŀŎǘƛƻƴ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘΦ 

¶ The closing date for the departure residence must be within 30 days of the subject transaction note 
date. 

¶ 6 months liquid reserves must be verified for the PITIA of the departure residence. 
 

Departure Residence Subject to Guaranteed Buy-out with Corporation Relocation 
In ƻǊŘŜǊ ǘƻ ŜȄŎƭǳŘŜ ǘƘŜ ǇŀȅƳŜƴǘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǘƘŀǘ ƛǎ ǇŀǊǘ ƻŦ ŀ /ƻǊǇƻǊŀǘŜ 
Relocation the following requirements must be met: 

¶ Copy of the executed buy-out agreement verifying the borrower has no additional financial 
responsibility toward the departing residence once the property has been transferred to the 3rd 
party. 

¶ Guaranteed buy-out by the 3rd party must occur within 4 months of the fully executed guaranteed 
buy-out agreement. 

¶ Evidence of receipt of equity advance if funds will be used for down payment or closing costs. 

¶ Verification of an additional 6 months PITIA of the departure residence. 

¶ ¢ƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ƻƴ ǘƘŜ ŘŜǇŀǊǘǳǊŜ ǊŜǎƛŘŜƴŎŜ Ƴǳǎǘ ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 
 
 

Co-Signed Loans 
The monthly payment on a co-signed loan may be excluded from the DTI if evidence of timely payments 
made by the primary obligor (other than the borrower) is provided for the most recent 12 months and 
there are no late payments reporting on the account. 
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Court Order 
If the obligation to make payments on a debt has been assigned to another person by court order, the 
payment may be excluded from the DTI if the following documents are provided. 

¶ Copy of court order. 

¶ For mortgage debt, a copy of the document transferring ownership of property. 

¶ If transfer of ownership has not taken place, any late payments associated with the repayment of the 
ŘŜōǘ ƻǿƛƴƎ ƻƴ ǘƘŜ ƳƻǊǘƎŀƎŜ ǇǊƻǇŜǊǘȅ ǎƘƻǳƭŘ ōŜ ǘŀƪŜƴ ƛƴǘƻ ŀŎŎƻǳƴǘ ǿƘŜƴ ǊŜǾƛŜǿƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
credit profile. 

 
 

Assumption with No Release of Liability 
The debt on a previous mortgage may be excluded from DTI with evidence the borrower no longer owns 
the property. The following requirements apply: 

¶ Payment history showing the mortgage on the assumed property has been current during the previous 
twelve (12) months or 

¶ The value on the property, as established by an appraisal or sales price on the HUD-1/CD results in an 
LTV of 75% or less. 

 
 

Tax Liability 
If the most recent tax return or tax extension indicates a borrower owes money to the IRS or State Tax 
Authority, evidence of sufficient assets to pay the debt must be documented if the amount due is within 
90 days of loan application date. 
 
 

Loans Secured by Financial Assets 
Loans secured by financial assets (life insurance policies, 401(k), IRAs, CDs, etc.) do not require a payment 
ǘƻ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ 5¢L ŀǎ ƭƻƴƎ ŀǎ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ƛǎ ǇǊƻǾƛŘŜŘ ǘƻ ǎƘƻǿ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ŀǎ 
collateral for the loan.  

 
 

Income/Employment Requirements  
To establish stability of employment and income for the borrower(s) whose income is used to qualify, the 
following requirements must be met: 

¶ A minimum of 2 years stable employment and income history 

¶ Verifiable 

¶ High probability of continuing for at least 3 years 
 
An Income Calculation Worksheet is required on all loans. 
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Declining Income 
When the borrower has declining income, the most recent 12 months should be used.  In certain cases, an 
average of income for a longer period may be used when the decline is related to a one-time capital 
expenditure and proper documentation is provided.  In all cases, the decline in income must be analyzed 
to determine if the rate of decline would have a negative impact on the continuance of income and the 
ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜǇŀȅΦ  
 
If declining income is for a non-self-employed borrower, the employer or the borrower should provide a 
written justification for including the declining income in qualifying. 
 
 

Gaps in Employment 
A minimum of 2 years employment and income history is required to be documented. 
 
Gaps more than 30 days during the past 2 years require a satisfactory letter of explanation, and the 
borrower must be employed with their current employer for a minimum of 6 months to include as 
qualifying income. 

¶ Extended gaps of employment 6 months or greater require a documented 2 year work history prior to 
the absence 

¶ Exceptions may be considered on a case-by-case basis when the borrower is on the job less than 6 
months, and the gap is less than 6 months 

 
 

Residual Income 
A Residual Income Calculation is required.  All loans must meet the residual income requirements below.  
Residual Income equals Gross Qualifying Income less Monthly Debt (as included in the DTI). 
 

# in Household 1 2 3 4 5 

Required Residual $1,550 $2,600 $3,150 $3,550 $3,700 
*Add $150 for additional family members 

 
 

Paystub Requirements 
Paystubs must: 

¶ Clearly identify the employee/borrower and the employer; 

¶ Reflect the current pay period and Year to Date (YTD) earnings; 
o YTD pay with most recent pay period at the time of application must be no earlier than 90 days 

prior to the Note date   

¶ Be computer-generated; 

¶ Reflect the URL address, date, and time printed, and also identifying information, for paystubs issued 
electronically via email or internet 

 
 

W2 Requirements 
W2 forms must be complete, and be a copy provided by the employer. 
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Verification of Employment Requirements 
The requirements below apply when income is positive and included in qualifying income: 

¶ Verbal Verification of Employment (VVOE) must be performed no more than ten (10) business days 
prior to the Note date.  The VVOE should include the following information for the borrower: 
o Date of contact 
o Name and title of person contacting the employer 
o Name of employer 
o Start date of employment 
o Employment status and job title 
o Name, phone number, and title of contact person at employer 
o Independent source used to obtain employer phone number 

¶ Verification of the ŜȄƛǎǘŜƴŎŜ ƻŦ ōƻǊǊƻǿŜǊΩǎ ǎŜƭŦ-employment must be verified through a third party 
source and no more than 30 calendar days prior to the Note date. 
o Third party verification can be from a CPA, regulatory agency or applicable licensing bureau.  A 
ōƻǊǊƻǿŜǊΩǎ ǿŜōsite is not an acceptable third party source 

o [ƛǎǘƛƴƎ ŀƴŘ ŀŘŘǊŜǎǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ 
o Name and title of person completing the verification and date of verification 

¶ ²ǊƛǘǘŜƴ ±ŜǊƛŦƛŎŀǘƛƻƴ ƻŦ 9ƳǇƭƻȅƳŜƴǘ Ƴŀȅ ōŜ ǊŜǉǳƛǊŜŘ ŦƻǊ ŀ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜ ǎƻǳǊŎŜŘ ŦǊƻm 
commissions, overtime and other income when the income detail is not clearly documented on W2 
forms or paystubs. Written VOEs cannot be used as a sole source for verification of employment; 
paystubs and W2s are still required 

 
 

Tax Return Requirements 
¶ Personal income tax returns (if applicable) must be complete with all schedules (W2 forms, K1s, etc), 

and must be signed and dated on or before the closing date 

¶ Business income tax returns (if applicable) must be complete with all schedules and must be signed 

¶ A 4506-T must be signed and completed for all borrowers. 
o Tax transcripts for personal tax returns for 2 years are required when tax returns are used to 

document borrower's income or any loss and must match the documentation in the loan file. 
o W2 transcripts for 2 years are required to validate W2 wages if tax transcripts are not provided and 

the borrower does not have any other income source or loss.  The following W2 type earnings will 
require tax transcripts: 
Á Borrower with commission-based income that is greater than 25% of borrower's total pay 
Á Borrower with 2106 expenses (Unreimbursed Business Expenses) 
Á Borrower employed by family 
Á Borrower with ownership in company 

o The September 2015 version must be used for all loans closed on/after December 7, 2015, which 
includes the signatory attestation box. 

¶ After the tax return extension expiration date, loan is not eligible without prior year tax returns 
(continued on next page) 
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¶ In cases where taxes have been filed and the tax transcripts are not available from the IRS, the IRS 
response to the request must reflect "No Record Found".  In these cases, an additional prior year's tax 
transcripts should be obtained and provided, along with a signed copy of the unverifiable returns 
όǎǘŀƳǇŜŘ ŀǎ ǊŜŎŜƛǾŜŘ ŀƴŘ ǎƛƎƴŜŘ ōȅ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƭƻŎŀƭ Lw{ ƻŦŦƛŎŜύΣ ŀƴŘ ŜǾƛŘŜƴŎŜ ƻŦ ŜƛǘƘŜǊ ǘƘŜ ǊŜŦǳƴŘ 
ǊŜŎŜƛǾŜŘ ǘƘŀǘ ƳŀǘŎƘŜǎ ǘƘŜ ŀƳƻǳƴǘ ŀǎ ǎǘŀǘŜŘ ƻƴ ǘƘŜ ǊŜǘǳǊƴǎ ŀƴŘ ŘŜǇƻǎƛǘŜŘ ƛƴǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΣ 
or if the borrower owed the IRS, evidence the amount owed as stated on the return was paid along 
with a copy of the cancelled check used.  Large increases in income that cannot be validated through a 
tax transcript may only be considered for qualifying on a case-by-case basis 

¶ If the IRS rejects a 4506-T request and tƘŜ ǊŜŀǎƻƴ ŦƻǊ ǘƘŜ ǊŜƧŜŎǘƛƻƴ ƛǎ ŜƛǘƘŜǊ ά¦ƴŀōƭŜ ǘƻ tǊƻŎŜǎǎέ ƻǊ 
ά[ƛƳƛǘŀǘƛƻƴέΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŎƻƴŘƛǘƛƻƴǎ Ƴǳǎǘ ōŜ ƳŜǘ ƛƴ ƻǊŘŜǊ ǘƻ ǾŀƭƛŘŀǘŜ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜΥ 
o /ƻǇȅ ƻŦ ǘƘŜ Lw{ ǊŜƧŜŎǘƛƻƴ ǿƛǘƘ ŀ ŎƻŘŜ ƻŦ ά¦ƴŀōƭŜ ǘƻ tǊƻŎŜǎǎέ ƻǊ ά[ƛƳƛǘŀǘƛƻƴέΣ ŀƴŘ 
o Record of Account for 2 years obtained by the borrower from the IRS. Adjusted Gross Income and 
¢ŀȄŀōƭŜ LƴŎƻƳŜ ƻƴ ǘƘŜ wŜŎƻǊŘ ƻŦ !ŎŎƻǳƴǘ ǎƘƻǳƭŘ ƳŀǘŎƘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ млплǎ 
OR 

o Tax return transcripts for 2 years obtained by the borrower via mail from the IRS. 
 

Unfiled Tax Returns 
¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƎǳƛŘŜƭƛƴŜǎ ŀǇǇƭȅ ŦƻǊ ǘƘŜ ǇǊƛƻǊ ȅŜŀǊΩǎ ǘŀȄ ǊŜǘǳǊƴΥ 

¶ For loans closed between January 1 and the tax filing date, (typically April 15), borrowers must 
provide: 
o IRS Form 1099 and W2 forms from the previous year 
o [ƻŀƴǎ ŎƭƻǎƛƴƎ ƛƴ WŀƴǳŀǊȅ ǇǊƛƻǊ ǘƻ ǘƘŜ ǊŜŎŜƛǇǘ ƻŦ ²нǎ Ƴŀȅ ǳǎŜ ǘƘŜ ǇǊƛƻǊ ȅŜŀǊΩǎ ȅŜŀǊ-end paystub. 

For borrowers using 1099s, evidence of receipt of 1099 income must be provided 

¶ When using tax returns to verify income, and loan closing is between the tax filing due date 
(typically April 15) and the extension expiration date (typically October 15), the borrower must 
provide (as applicable):  
o Copy of the filed extension 
o W2 forms  
o 1099s when applicable 
o Current year Profit & Loss Statement, executed by the borrower 
o Year-End Profit & Loss Statement for prior year, executed by the borrower 
o Balance Sheet for prior calendar year (all self-employment types) 
o Evidence of payment of any tax liability identified on the federal tax extension form 

 
 
 
 
 
 
 

Back to Top 

  

NOTE: The total tax liability reported on IRS Form 4868 must be reviewed by the underwriter and 
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stability and continuance.  An estimated tax liability that is inconsistent with the previous years may 
make it necessary for MiMutual to require the current returns in order to proceed. 
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Specific Income Documentation Requirements 
 

Salaried Income 

¶ YTD paystub 

¶ W2s or personal tax returns (2 years), with W2 transcripts or tax transcripts (as applicable) to 
support 

¶ VVOE 
 

Hourly and Part-Time Income 

¶ YTD paystub 

¶ W2s or personal tax returns (2 years), with W2 transcripts or tax transcripts (as applicable) to 
support 

¶ VVOE 

¶ Stable to increasing income should be averaged over a 2 year period 
 
 

Commission Income 

¶ YTD paystub 

¶ 2 years W2s if commissions are less than 25% of total income 

¶ 2 years tax returns and W2 forms are required if commissions are greater than or equal to 25% of 
the total income 

¶ W2 transcripts or tax transcripts (as applicable) are required to support 

¶ Unreimbursed Business Expenses (Form 2106) must be subtracted from income 

¶ VVOE 

¶ Stable to increasing income should be averaged for 2 years 
 

Overtime and Bonus Income 

¶ YTD paystub 

¶ W2s or personal tax returns for the last 2 years, with W2 transcripts or tax transcripts (as 
applicable) to support 

¶ VVOE 

¶ Stable to increasing income should be averaged for 2 years 
 

2106 Expenses 

¶ Employee Business Expenses must be deducted from the adjusted gross income 

¶ Two years tax transcripts are required  
 

Alimony/Child Support/Separate Maintenance 

¶ Considered with a divorce decree, court-ordered separation agreement, or other legal agreement 
provided the income will continue for at least 3 years 

¶ Evidence of receipt of full, regular, and timely payments for the most recent 12 months are 
required 

¶ Two years tax transcripts are required  

¶ LŦ ǘƘŜ ƛƴŎƻƳŜ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ƛƴŎƻƳŜ ǎƻǳǊŎŜ ŀƴŘ ǘƘŜǊŜ ƛǎ ŀ ŘŜŦƛƴŜŘ ŜȄǇƛǊŀǘƛƻƴ ŘŀǘŜΣ 
even if it is beyond 3 years, the income may not be acceptable for qualifying purposes 

 
Back to Top 
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Borrowers Employed by Family 

¶ YTD paystub 

¶ 2 years W2s and 2 years personal tax returns, with two years tax transcripts to support 

¶ VVOE 
 

Capital Gains 

¶ Must be gains from similar assets for 3 continuous years to be considered from qualifying income 

¶ If the trend results in a gain, it may be added as income 

¶ If the trend results in a loss, the loss must be deducted from total income 

¶ 3 years of personal tax returns showing a consistent history of capital gains from similar assets are 
required.  Three years tax transcripts are required to support. 

¶ Document assets similar to the assets reported as capital gains to support the continuation of the 
capital gain income 

 

Disability Income (Long-Term) 

¶ A copy of the policy or benefits statement must be provided to determine current eligibility for 
disability payments, amount of payments, frequency of payments, and if there is an established 
termination date 

¶ Termination date may not be within 3 years of the Note date 
o Note that reaching a specific age may trigger a termination date depending on the policy 

 
Dividends and Interest Income 

¶ 2 years of personal tax returns, with two years tax transcripts to support 

¶ Documented assets to support the continuation of the interest and dividend income  
 

Foreign Income 

¶ YTD paystub 

¶ W2 forms or the equivalent and personal tax returns reflecting the foreign earned income.  Income 
must be reported on 2 years US tax returns, with two years tax transcripts to support 

¶ VVOE 

¶ All income must be converted to US currency 
 

K1 Income/Loss on Schedule E 

¶ If the income is positive, stable, and not used for qualifying, the K1 is not required 

¶ If the income is negative, the K1s for the applicable years are required and if ownership is 25% or 
greater, see self-employment requirements  

¶ Two years tax transcripts are required to support 
 

Non-Taxable Income 
Non-taxable income includes but is not limited to child support, military rations/quarters, disability, 
foster care, etc. 

¶ Documentation must be provided to support continuation for 3 years 

¶ Income may be grossed up by applicable tax amount. Tax returns must be provided to confirm 
income is non-taxable, with two years tax transcripts to support 

¶ If the borrower is not required to file a federal tax return, income may be grossed up to 25% 
Back to Top 
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Note Income 

¶ A copy of the Note must be provided, and document the amount, frequency, and duration of the 
payment 

¶ Evidence of receipt for the past 12 months and evidence of the Note income must be reflected on 
personal tax returns.  Tax transcripts are required to support 

¶ Note income must have a 3 year continuance 
 

Rental Income 
 

All Properties (Except Departing Primary Residence)  

¶ Lease agreements must be provided if rental income is used for qualifying purposes 
o Current lease for each rental property, including commercial properties listed in Part I of 

Schedule E of the 1040s.  Rent rolls are not allowed 
o If the current lease amount is less than the rental income reported on the tax returns, 

justification for using the income from the tax returns must be provided and warrant the 
use of the higher income.  If there is no justification, the lease amount less expenses will be 
considered for rental income/loss 

¶ Personal Tax Returns ς Two years 
o For properties listed on Schedule E, rental income should be calculated using net rental 

income + depreciation + interest + taxes + insurance + HOA divided by applicable months 
minus PITIA 

o LŦ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ƛǎ ƴƻǘ ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘŀȄ ǊŜǘǳǊƴǎΣ ƴŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ ǎƘƻǳƭŘ ōŜ 
calculated using gross rents x 75% minus PITIA 

o Two years tax transcripts are required to support 
o See Tax Returns for additional requirements regarding unfiled prior year returns 

¶ bŜǘ ǊŜƴǘŀƭ ƛƴŎƻƳŜ Ƴŀȅ ōŜ ŀŘŘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƳƻƴǘƘƭȅ ƛƴŎƻƳŜΦ bŜǘ ǊŜƴǘŀƭ ƭƻǎǎŜǎ 
must be ŀŘŘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ƳƻƴǘƘƭȅ ƻōƭƛƎŀǘƛƻƴǎ 

¶ LŦ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ ƛǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ όƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ ƻǊ ƻƴŜ ǳƴƛǘ 
property with an accessory unit) and generating rental income, the full PITIA should be included 
ƛƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ total monthly obligations 

¶ If the subject property is the borǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ǿƛǘƘ н-4 units, rental income may be 
included for the unit(s) not occupied by the borrower as long as the requirements for a lease 
agreement and/or tax returns above are met. 

 
Departing Residence  

If the borrower is converting their current primary residence to a rental property and using rental 
income to offset the payment, the following requirements apply:  

¶ Borrower must have documented equity in departure residence of 25%.  
o Documented equity may be evidenced by:  
Á an exterior or full appraisal dated within six (6) months of subject transaction  

OR  
Á the original sales price and the current unpaid principal balance.  

¶ Copy of current lease agreement.  

¶ /ƻǇȅ ƻŦ ǎŜŎǳǊƛǘȅ ŘŜǇƻǎƛǘ ŀƴŘ ŜǾƛŘŜƴŎŜ ƻŦ ŘŜǇƻǎƛǘ ǘƻ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΦ 
 

Back to Top 
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Restricted Stock and Stock Options 

¶ Eligible as qualifying income, provided the income has been consistently received for 2 years as 
identified on the paystubs, W2s, and tax returns as income, and the vesting schedule indicates the 
income will continue for a minimum of 3 years at a similar level as prior 2 years 

¶ A 2 year average of prior income received from RSUs or stock options should be used to calculate 
the income, with the continuance based on the vesting schedule using a stock price based on the 
52 week low for the most recent 12 months reporting at the time of closing.  The income used for 
qualifying must be supported by future vesting based on the stock price used for qualifying and 
vesting schedule.  Additional awards must be similar to the qualifying income and awarded on a 
consistent basis. 

¶ Borrower must be currently employed by the employer issuing the RSUs/stock options in order for 
the RSUs/stock options to be considered in qualifying income. Vested restricted stock units and 
stock options cannot be used for reserves if using for income to qualify. 

 
Retirement Income Sources 

 
Pension, Annuity, 401(k), IRA Distributions  

¶ Existing distribution of assets from an IRA, 401(k) or similar retirement asset must be sufficient 
to continue for a minimum of three (3) years.  
o Distribution must have been set up at least six (6) months prior to Note date if there is no 

prior history of receipt OR a 2 year history of receipt must be evidenced.  
o Distributions cannot be set up or changed solely for loan qualification purposes.  

¶ Document regular and continued receipt of income as verified by any of the following:  
o Letters from the organizations providing the income.  
o Copies of retirement award letters.  
o Copies of federal income tax returns (signed and dated on or before the closing date), with 

tax transcripts to support 
o Most recent IRS W2 or 1099 forms.  
o Proof of current receipt with two (2) months bank statements.  

 
If any retirement income will cease within the first three (3) years of the loan, the income may not 
be used.  

 
Social Security Income  

Social Security income must be verified by a Social Security Administration benefit verification 
letter.  If any benefits expire within the first full three years of the loan, the income source may not 
be used in qualifying. 
 
Benefits for children or a surviving spouse that have a defined expiration date must have a 
remaining term of at least 3 years. 
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Trust Income 
Income from trusts may be used if guaranteed and regular payments will continue for at least 3 years. 

¶ Regular receipt of trust income for the past 12 months must be documented.  

¶ A complete copy of the Trust Agreement or Trustee Statement showing: 
o Total amount of borrower-designated trust funds 
o Terms of payment 
o Duration of trust 
o Evidence the trust is irrevocable 
o If trust fund assets are being used for downpayment or closing costs, the loan file must contain 

adequate documentation to indicate the withdrawal of the assets will not negatively affect 
income 

 
 
 
 

Self-Employed Income Sources 
Self-employed borrowers are defined as those individuals who have 25% or greater ownership interest or 
receive a 1099 statement to document income.   
 
Year-to-date is defined as the period ending as of the most recent tax return through the most recent 
quarter ending one month prior to the note date. For tax returns on extension the entire unfiled year is 
also required. For example: 2014 returns in file and note date is 7/14/2015 would require 2015 YTD 
documentation through Q1 or through March 31, 2015. Note date of 8/14/2015 would require YTD 
documentation covering Q1 and Q2 or through June 30, 2015. 

 
All self-employed income is required to be analyzed on FNMA Form 1084. 

¶ A liquidity analysis must be included in the file if the income analysis includes income from boxes 1, 2, 
or 3 on the K-1 that is greater than distributions indicated on the K-1 

¶ If a liquidity analysis is required and the borrower is using business funds for downpayment or closing 
costs, the liquidity analysis must consider the reduction of those assets 
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Sole Proprietorship 

¶ YTD through current quarter P&L and Balance Sheet 
o Tax returns for prior year are not a substitute for balance sheet if most recent quarter falls in 

previous tax year 
o YTD P&L and YTD Balance Sheet may be waived if the borrower is a 1099-paid borrower who 

does not actually own a business if all of the following requirements are met: 
Á Schedule C in Block 28 (Total Expenses) must be analyzed in relation to income in Block 7 

(Gross Income).  Expenses are less than 5% of income. 
Á Analysis of Blocks 8 (Advertising), 11 (Contract Labor), 16a (Mortgage Interest), 20 

(Rent/Lease), and 26 (Wages) must indicate the borrower does not have any expenses in 
these categories 

Á Analysis of Blocks 17 (Legal and Professional Services) and Block 18 (Office Expense) indicate 
nominal or $0 expense 

Á Block C (Business Name) does not have a separate business name entity 
Á YTD income in the form of a written VOE or pay history is provided by the employer paying 
ǘƘŜ млффΦ ¸¢5 ƛƴŎƻƳŜ Ƴǳǎǘ ǎǳǇǇƻǊǘ ǇǊƛƻǊ ȅŜŀǊΩǎ ƛƴŎƻƳŜΦ 

¶ Personal tax returns, including all schedules, for prior two years, with two years tax transcripts to 
support 

¶ See tax returns for additional requirements regarding Unfiled Tax Returns 

¶ Stable to increasing income should be averaged for 2 years 
 

Partnership/S-Corporation 

¶ 2 years personal tax returns, signed on or before the closing date, with two years tax transcripts to 
support 

¶ 2 years K1s reflecting ownership percentage, if counting any income from this source in qualifying 
(K1 income, W2 income, capital gains, or interest/dividends), or if Schedule E reflects a loss 

¶ 2 years business tax returns (1065s or 1120s), signed if 25% or greater ownership.  Business returns 
are not required if the income reporting is positive, not declining, and not counted as qualifying 
income 

¶ YTD Profit & Loss statement and Balance Sheet if 25% or greater ownership 

¶ Stable to increasing income should be averaged for 2 years 
 

Corporation 

¶ 2 years personal tax returns, signed on or before the closing date, with two years tax transcripts to 
support 

¶ 2 years business tax returns (1120), signed if 25% or greater ownership 
o Business returns must reflect percentage of ownership for borrower. 

¶ YTD profit and loss statement and balance sheet if 25% or greater ownership. 

¶ Stable to increasing income should be averaged for two (2) years. 
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Unacceptable Income Sources 
¶ wŜƴǘŀƭ ƛƴŎƻƳŜ ǊŜŎŜƛǾŜŘ ŦǊƻƳ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ όƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ ƻǊ ƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ 

with accessory unit) 

¶ Rental income received from a second home 

¶ Income from trailing coborrowers 

¶ Deferred compensation 

¶ Retained Earnings 

¶ Education Benefits 

¶ Any unverified source 

¶ Income that is temporary or a one-time occurrence 

¶ Asset depletion 

¶ aƻǊǘƎŀƎŜ ŘƛŦŦŜǊŜƴǘƛŀƭ ǇŀȅƳŜƴǘǎ ŦǊƻƳ ŀƴ ŜƳǇƭƻȅŜǊ ǘƻ ǎǳōǎƛŘƛȊŜ ŀƴ ŜƳǇƭƻȅŜŜΩǎ ƳƻǊǘƎŀƎŜ ǇŀȅƳŜƴǘǎ 

¶ Any income that is not legal in accordance with all applicable federal, state and local laws, rules and 
regulations. Federal law restricts the following activities and therefore the income from these sources 
is not allowed for qualifying: 
o Foreign shell banks 
o Medical marijuana dispensaries 
o Any business or activity related to recreational marijuana use, growing, selling or supplying of 

marijuana, even if legally permitted under state or local law. 
o Businesses engaged in any type of internet gambling 

 
 

Asset Requirements 
 
 

Documentation Requirements 
All asset documentation must be dated within 60 days of the Note date.   
 
Large deposits inconsistent with monthly income or other deposits must be verified if using for 
downpayment, reserves, or closing costs.  It must be verified that the deposit was not the result of a new, 
undisclosed debt.   
 
 

Checking and Savings Accounts, Money Markets, CDs 
¶ ¢ƘŜ ǘǿƻ Ƴƻǎǘ ǊŜŎŜƴǘΣ ŎƻƴǎŜŎǳǘƛǾŜ ƳƻƴǘƘǎΩ ǎǘŀǘŜƳŜƴǘǎ όŀƭƭ ǇŀƎŜǎύ ŦƻǊ ŜŀŎƘ ŀŎŎƻǳƴǘ ŀǊŜ ǊŜǉǳƛǊŜŘ 

¶ 100% of the funds are eligible for calculation 
 
 

Stocks/Bonds/Mutual Funds 
¶ The two months most recent statements (all pages) are required. 

¶ 100% of the funds are eligible for calculation 

¶ Non-vested stock is ineligible 
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Retirement Accounts (401(k), IRAs, etc) 
¶ Most recent statement or two most recent consecutive monthly statements (all pages) covering a two 

month period 

¶ Evidence of liquidation is required when funds are used for downpayment or closing costs 

¶ If the borrower is > 59 ½ years old, 70% of the vested value of retirement accounts, after reduction of 
any outstanding loans, may be considered toward the required reserves  

¶ If the borrower is < 59 ½ years old, 60% of the vested value of retirement accounts, after reduction of 
any outstanding loans, may be considered toward the required reserves  

¶ Retirement accounts that do not allow any type of withdrawal are ineligible for use as reserves 

¶ If the asset is being used as qualifying income, then it is an ineligible asset source 
 
 

Cash Value of Life Insurance/Annuities 
¶ Most recent two statement(s) covering a two (2) month period are required 

¶ 100% of the value is eligible for calculation, unless it is subject to penalties 
 
 

1031 Exchange 
¶ Allowed on second home and investment purchases only.  Reverse 1031 Exchanges are not allowed 

¶ Documentation requirements: 
o HUD-1s/CDs for both properties  
o Exchange Agreement 
o Sales Contract for the exchange property 
o Verification of funds from the Exchange Intermediary 

 
 

Business Funds 
100% of business funds may be used for downpayment and/or closing costs, and for reserves with 
additional requirements.  Cash flow analysis required using most recent 3 months business bank 
statements to determine no negative impact to business based on withdrawal of funds. Statements must 
not reflect any NSFs (non-sufficient funds) or overdrafts. 

¶ The borrower must have access to the funds 

¶ The borrower must be the sole proprietor or 100% owner of the business  

¶ Business funds for reserves or a combination of personal/business funds for reserves will require the 
total amount of reserves to be double the regular requirement for the subject property and any 
additional financed REO 

 
Back to Top  
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Gift Funds 
¶ Gift funds are permitted after borrower has at least 5% own funds into the transaction  

¶ Gift funds cannot be used as reserves 

¶ Gift funds not allowed on LTVs > 80% 

¶ Gift funds not allowed on investment properties 

¶ Donor must be an immediate family member, future spouse, or domestic partner  

¶ Aƴ ŜȄŜŎǳǘŜŘ ƎƛŦǘ ƭŜǘǘŜǊ ǿƛǘƘ ǘƘŜ ƎƛŦǘ ŀƳƻǳƴǘΣ ŘƻƴƻǊΩǎ ƴŀƳŜΣ ŀŘŘǊŜǎǎΣ ǘŜƭŜǇƘƻƴŜ ƴǳƳōŜǊΣ ŀƴŘ 
relationship is required 

¶ Lǘ Ƴǳǎǘ ōŜ ǾŜǊƛŦƛŜŘ ǘƘŀǘ ǎǳŦŦƛŎƛŜƴǘ ŦǳƴŘǎ ǘƻ ŎƻǾŜǊ ǘƘŜ ƎƛŦǘ ŀǊŜ ŜƛǘƘŜǊ ƛƴ ǘƘŜ ŘƻƴƻǊΩǎ ŀŎŎƻǳƴǘΣ ƻǊ ƘŀǾŜ ōŜŜƴ 
ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎount.  Acceptable documentation includes the following: 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜǇƻǎƛǘ ǎƭƛǇ 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ǿƛǘƘŘǊŀǿŀƭ ǎƭƛǇ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŘŜǇƻǎƛǘ ǎƭƛǇ 
o ! ŎƻǇȅ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪ ǘƻ ǘƘŜ ŎƭƻǎƛƴƎ ŀƎŜƴǘ 
o A HUD-1 Settlement {ǘŀǘŜƳŜƴǘκ/5 ǎƘƻǿƛƴƎ ǊŜŎŜƛǇǘ ƻŦ ǘƘŜ ŘƻƴƻǊΩǎ ŎƘŜŎƪΦ  ²ƘŜƴ ǘƘŜ ŦǳƴŘǎ ŀǊŜ ƴƻǘ 

transferred prior to settlement, MiMutual must document that the donor gave the closing agent 
ǘƘŜ ƎƛŦǘ ŦǳƴŘǎ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ŀ ŎŜǊǘƛŦƛŜŘ ŎƘŜŎƪΣ ŎŀǎƘƛŜǊΩǎ ŎƘŜŎƪΣ ƻǊ ƻǘƘŜǊ ƻŦŦƛŎƛŀƭ ŎƘŜck. 

 
 

Reserve Requirements 
.ŜȅƻƴŘ ǘƘŜ ƳƛƴƛƳǳƳ ǊŜǎŜǊǾŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ ƛƴ ŀƴ ŜŦŦƻǊǘ ǘƻ Ŧǳƭƭȅ ŘƻŎǳƳŜƴǘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ 
meet their obligations, borrowers should disclose and verify all other liquid assets.  Gift funds cannot be 
used for reserves. 
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Reserve Requirements 
Occupancy Loan Amount Number of Months of PITIA 

Primary Residence 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 3 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± > 80% 6 

$1,000,001 - $1,500,000 6 

$1,500,001 - $2,000,000 9 

Second Home 

Җ ϷмΣлллΣллл 6 

$1,000,001 - $1,500,000 12 

$1,500,001 - $2,000,000 18 

Investment Property Җ ϷмΣлллΣллл 6 

First Time Homebuyer 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 6 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± > 80% 9 

$1,000,001 - $1,500,000 9 
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Reserves for Additional 1-4 Unit Financed Residential Properties Owned 

¶ If borrower owns up to 4 financed 1-4 unit properties, an additional 3 months PITIA reserves for 
each property is required 

¶ If borrower owns between 5 and 10 financed 1-4 unit properties: 
o An additional 6 months PITIA reserves are required for each property 
o Reserves for the subject property are the greater of the program requirements listed above 

(based on the occupancy, LTV, and loan amount) or 6 months reserves 
 
 
 
 

Financing Concessions 
Interested party contributions include funds contributed by the property seller, builder, real estate 
agent/broker, mortgage lender, or their affiliates, or any other party with an interest in the real estate 
transaction. Interested party contributions may only be used for closing costs and prepaid expenses, and 
Ƴŀȅ ƴŜǾŜǊ ōŜ ŀǇǇƭƛŜŘ ǘƻ ŀƴȅ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ Řƻǿƴ ǇŀȅƳŜƴǘ ƻǊ ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ 
reserve requirements.  
 

Maximum IPCs are as follows: 

LTV/CLTV/HCLTV Limit and Transaction Type Percent Limit 

Primary residences with LTVs > 80% 3% 

tǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜǎ ŀƴŘ {ŜŎƻƴŘ IƻƳŜǎ ǿƛǘƘ [¢±ǎ Җ ул҈ 6% 

Investment Properties (regardless of LTV) 2% 

 
 
 
 

Seller Concessions 
All seller concessions must be addressed in the sales contract, appraisal, and HUD-1/CD.  A seller 
concession is defined as any interested party contribution beyond the stated limits as shown in the prior 
section, or any amounts not being used for closing costs or prepaid expenses. 
 
If a seller concession is present, both the appraised value and the sales price must be reduced by the 
concession amount for the purposes of calculating LTV/CLTV/HCLTV. 
 

Personal Property 
Any personal property transferred with a property sale must be deemed to have zero transfer value as 
indicated by the sales contract and appraisal. 
 
If any value is associated with the personal property, the sales price and the appraised value must be 
reduced by the personal property value for purposes of calculating the LTV/CLTV/HCLTV 
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NOTE:  If excluded from the count of multiple financed properties, reserves are not required. 

NOTE:  Sales concessions include vacations, furniture, automobiles, securities, or other giveaway items 
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Collateral Requirements 
 

Appraisal Requirements 
¶ Full appraisals are required on all transactions (1004 or 1073).  See table below for appraisal 

requirements. 
o Investment properties must contain a comparable rent schedule 
o Appraisals must be completed for the subject transaction.  Use of a prior appraisal, regardless of 

the date of the prior appraisal, is not allowed 

¶ Appraisals must be ordered through your MiMutual-assigned AMC on all transactions, including 
correspondent. 

¶ Transferred appraisals are not allowed. 

¶ No recertifications of value are permitted.  If appraisal is over 120 days old, a new full appraisal is 
required 

¶ Collateral Desktop Analysis (CDA) with accompanying MLS sheets ordered from Clear Capital is 
required to support the value of the appraisal (unless two full appraisals are obtained).   
o If ǘƘŜ /5! ǊŜǘǳǊƴǎ ŀ ǾŀƭǳŜ ǘƘŀǘ ƛǎ ΨƛƴŘŜǘŜǊƳƛƴŀǘŜΩ ƻǊ ƛŦ ǘƘŜ /5! ƛƴŘƛŎŀǘŜǎ ŀ ƭƻǿŜǊ ǾŀƭǳŜ ǘƘŀƴ ǘƘŜ 

appraised value that exceeds a 10% tolerance then one of the following requirements must be met: 
Á  A Clear Capital BPO (Broker Price Opinion) and a Clear Capital Value Reconciliation will be used 

for the appraised value of the property.  MiMutual is responsible for ordering the BPO and the 
Value Reconciliation through Clear Capital 

Á A field review or 2nd full appraisal may be provided.  The lower of the two values will be used as 
the appraised value of the property.  MiMutual is responsible for providing the field review or 
second full appraisal 

¶ Escrow holdback accounts are not eligible.  Any repairs or improvements must be fully completed prior 
to closing, and evidence of satisfactory completion is required. 
o ²ƘŜƴ ǘǿƻ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ǊŜǉǳƛǊŜŘΣ ŀƴŘ ōƻǘƘ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ŘƻƴŜ άǎǳōƧŜŎǘ ǘƻέ όмллп5 ǊŜǉǳƛǊŜŘύΣ ƛǘ ƛǎ 

acceptable to provide only one 1004D  

¶ When 2 appraisals are required, the following apply: 
o Appraisals must be completed by 2 independent companies 
o The LTV will be determined by the lower of the two appraised values as long as the lower appraisal 

supports the value conclusion. The final inspection and/or recertification of value must be for the 
appraisal with the lower value 

o The underwriter must review both appraisal reports and address any inconsistencies between the 
two reports.  All discrepancies must be reconciled.    

o The appraiser that performed the appraisal with the lower value should complete the final 
inǎǇŜŎǘƛƻƴ ǿƘŜƴ ŀǇǇƭƛŎŀōƭŜ  όǘǿƻ мллп5ǎ ŀǊŜ ƴƻǘ ǊŜǉǳƛǊŜŘΣ ŜǾŜƴ ƛŦ ōƻǘƘ ǊŜǇƻǊǘǎ ǿŜǊŜ ΨǎǳōƧŜŎǘ ǘƻΩύ             

¶ For properties purchased by the seller of the property within 90 days of the fully executed purchase 
contract, additional requirements will apply: 
o Second full appraisal is required 
o Property seller on the purchase contract must be the owner of record 
o Increases in value should be justified and documented with commentary from the appraiser and 

recent paired sales     
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NOTE:  These requirements do not apply if the seller is a bank that received the property as a result 
of foreclosure or deed-in-lieu 
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Appraisal Requirements by Loan Amount 
 

First Lien Loan Amount Appraisal Requirement 

Purchase Transactions 

Җ $2,000,000 One (1) Full Appraisal 

> $2,000,000 Two (2) Full Appraisals 

Refinance Transactions 

Җ ϷмΣрллΣллл One (1) Full Appraisal 

> $1,500,000 Two (2) Full Appraisals 

 
A second or subsequent appraisal must not be ordered, obtained, used or paid for in connection with a 
mortgage financing transaction unless: 

¶ there is a reasonable basis to believe that the initial appraisal was flawed or tainted and such basis is 
clearly and appropriately noted in the mortgage file or 

¶ such appraisal is done pursuant to written, pre-established bona fide pre- or post-funding appraisal 
review or qualify control processors or underwriting guidelines, and so long as the seller/lender 
adheres to a policy of selecting the most reliable appraisal rather than the appraisal that states the 
highest value or 

¶ a second appraisal is required by law or required per guidelines 
 
 

Eligible Collateral 
Eligible collateral includes: 

¶ 1-4 unit owner occupied properties 

¶ 1 unit second homes 

¶ 1-4 unit investment properties 

¶ Planned Unit Developments (PUDs) 

¶ Modular homes (not manufactured) 

¶ Condominiums (must be FNMA Warrantable) 
o CPM certificates allowed  
o Full review required unless permitted below, warranty to FNMA guides 
o Limited review allowed for attached units (including 2-4 unit projects) in established condominium 

projects as long as the following requirements are met: 
Á Primary residence with maximum LTV/CLTV/HCLTV of 80% 
Á Second home with maximum LTV/CLTV/HCLTV of 75% 
Á Limited review requirements per FNMA are met, and the property is eligible for limited review 
Á Projects located in Arizona, Florida, Nevada, Michigan, and Texas are not eligible for limited 

review 
o Detached condos (including site condos) do not require project review or condominium warranty 
o Florida condominiums limited to 50% LTV/CLTV/HCLTV on investment transactions 
(continued on next page) 
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¶ tǊƻǇŜǊǘƛŜǎ ǿƛǘƘ Җ пл ŀŎǊŜǎ 
o tǊƻǇŜǊǘƛŜǎ Ҕ мл ŀŎǊŜǎ ŀƴŘ Җ пл ŀŎǊŜǎ Ƴǳǎǘ ƳŜŜǘ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 
Á Must be common and typical for the area, with a maximum 35% land-to-value ratio  
Á No income-producing attributes 
Á For transactions > 20 acres: 

¶ Transaction must be 5% below maximum LTV/CLTV allowed for program 

¶ 20, 25, 30 year fixed rate terms only 

¶ Properties subject to existing oil/gas leases must meet the following:   
o Title endorsement providing coverage to MiMutual against damage to existing improvements 

resulting from the exercise of the right to use the surface of the land which is subject to an oil 
and/or gas lease 

o No active drilling.  Appraiser to comment or current survey to show no active drilling 
o No lease recorded after the home construction date.  Re-recording of a lease after the home was 

constructed is permitted. 
o Must be connected to public water 

 
 

 
 

Ineligible Collateral 
Ineligible collateral includes: 

¶ Co-Ops 

¶ Properties subject to leasehold 

¶ Unique properties / log homes 

¶ 2-4 unit second homes 

¶ Model home leasebacks 

¶ Non-warrantable condos 

¶ Condotels  

¶ Manufactured/Mobile homes 

¶ Any properties with > 40 acres.  Appraiser must indicate total acreage.  It is unacceptable to have the 
property appraised with only 40 acres in order to meet eligibility. 

¶ Working farms, ranches, or orchards 

¶ Properties for which the appraisal indicates a Condition Rating of C5 or C6, or a Quality Rating of Q6 

¶ Properties without permanently affixed legal heating systems (ex: space heaters or fireplaces as the 
sole source of heat) 

¶ Properties without water or public electricity connections to the site 

¶ Properties with a private transfer covenant  
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NOTE:  Properties that fall outside these parameters can be considered on an exception basis. 
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General Provisions 
 
 

FEMA Declared Disaster Area Policy 
The FEMA Declared Disaster Area Policy applies to all areas eligible for individual and/or public assistance 
due to a federal government disaster declaration.  
 

Effective Date of Disaster Policy  
The disaster-area policy becomes effective as of the incident period end date for the disaster/event. 
FEMA publishes the incident period along with the declaration date once the area is presidentially 
declared. For example, refer to the following dates to understand when property re-inspection 
requirements apply:  

¶ Disaster Incident Period:  
o Begin Date: January 15  
o End Date: January 17  

¶ Disaster Declaration Date: February 2  

¶ Effective Date for Disaster Procedures: January 17  
 

Based on the dates noted in the above example, all appraisals performed on or before January 17 
would require the appropriate re-inspection or review. Appraisals performed after January 17 would 
continue to require written certification by the appraiser that indicated whether the property was free 
from damage and whether the disaster had any effect on value or marketability. If there was damage, 
the extent of that damage needs to be addressed.  
 
The disaster policy will be in effect for transactions during an ongoing disaster and transactions with a 
Note date that is within ninety (90) days of the end date of the disaster incident period. The disaster 
policy is also in effect for loans with a post-closing disaster and prior to date of sale to investor.        
                             
Appraisal and Re-Inspection Requirements  
To ensure the property value has not been impacted by the disaster, a post-disaster property 
inspection is required. The inspection may be performed by the original appraiser, another licensed 
appraiser, or licensed property inspection company.  
 
Appraisal Performed On or Before Disaster Incident End Date  
The property inspection must identify the following:  

¶ Property is free from damage and the disaster had no effect on value or marketability.  

¶ If the re-inspection indicates damage, the extent of the damage must be addressed. Completion of 
repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or Completion Report, 
or other post- disaster inspection report, with photos of interior, exterior, and neighborhood.  

 
Back to Top  
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Standard Appraisal Performed After Incident Period End Date for Disaster  
Appraisal must include written certification by the appraiser that:  

¶ Property is free from damage and the disaster had no effect on value or marketability.  

¶ If the appraisal indicates damage, the extent of the damage must be addressed. Completion of 
repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or Completion Report, 
with photos of interior and exterior.  

 
tƭŜŀǎŜ ƴƻǘŜ ǘƘŀǘ C9a! ƳŀƪŜǎ ǳǇŘŀǘŜǎ ǘƻ ǘƘŜƛǊ ǎǘŀǘŜ ƭƛǎǘǎΦ /ƭƻǎŜƭȅ ƳƻƴƛǘƻǊ C9a!Ωǎ ƻƴƭƛƴŜ ǊŜŦŜǊŜƴŎŜ ŀǘ 
http://ww w.fema.gov/news/disasters.fema. 

 
 

Power of Attorney 
Subject to the restrictions and requirements listed below, MiMutual will allow the use of a Power of 
Attorney (POA) to execute the security instrument, note and other closing documents on behalf of the 
borrower(s).  
 

Requirements  

¶ POA to be recorded along with security instrument in those states requiring recordation.  

¶ The person(s) name(s) granting the power of attorney must match the name on the security 
instrument.  

¶ The POA must be valid at the time the affected loan documents were signed.  

¶ The POA must be notarized and unless otherwise required by applicable law, must reference the 
address of the subject property.  

¶ Only relatives (as defined by FNMA), fiancé, fiancée or domestic partners of the borrower may be 
named to act as an attorney-in-fact.  

¶ It must be confirmed that the POA complies with all state laws 
 

Restrictions on the Use of a Power of Attorney  
Except as required by applicable law, the following restrictions apply:  

¶ Borrower(s) must sign at least the initial 1003/disclosures.  

¶ POAs not allowed on Cash Out transactions.  
 
 

Title Requirements 
Title must be held as Fee Simple, with vesting as either individual, joint tenants, or tenants in common.   
 
Title to the subject property must not contain an unacceptable title impediment, including unpaid real 
estate taxes and/or survey exceptions.  If surveys are not commonly required in a particular jurisdiction, an 
ALTA 9 Endorsement must be provided.  If it is not customary in a particular area to supply either the 
survey or an endorsement, the title policy must not have a survey exception. 
 
The title commitment cannot be dated more than 90 days prior to the Note date.  If the commitment 
expires, acceptable gap coverage or an updated commitment must be obtained.   
 
Unless otherwise stated here, Fannie Mae title insurance guidelines should be followed. 
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Jumbo Choice Non-QM 

Jumbo Choice Non-QM is a non-QM loan with any of the following attributes:  DTI > 43%,  Qualifying income 
stream using asset depletion calculation,  investment purchase transactions using rental income with no lease 

agreement provided,  or departure residence excluded from DTI when the property is not listed for sale or 
leased to rent at the time of the subject transaction.   

 
All Jumbo Choice QM guidance will apply unless specifically noted within this chapter. 

 
 

Eligibility Requirements 
 

Available Terms  
¶ Fixed Rate:  30, 25, 20, 15, 10 year   

o Fixed Rate Interest Only:  30 year term.  10 year IO period.   

¶ ARM:  5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR  (ARMs carry a 30 year term and are fully amortizing) 
o ARM Interest Only:  5/1 and 7/1.  30 year term with 10 year IO period. 

 

Ineligible Features 
¶ Loans that exceed the 3% Points and Fees cap 

¶ High Cost loans (Federal, State, or Local) 

¶ Non-Standard to Standard refinance transactions (ATR Exempt) 
o A non-standard mortgage includes various types of mortgages that can lead to payment shock and 

result in default, such as ARMs, interest only, or negative amortization loans.  The ATR/QM rule 
provides flexibility to homeowners in these types of loans by allowing a refinance without having to 
meet ATR requirements.  However, these flexibilities are not permitted under the Jumbo Choice 
Non-QM program; all loans must meet all 8 ATR factors. 

¶ Balloons 

¶ Graduated payments 

¶ Temporary buydowns 

¶ Loans with prepayment penalties 

¶ Convertible ARMs 
 

Higher Priced Mortgage Loans (HPMLs) 
¶ The loan must have an escrow account for a minimum of 5 years 

¶ If the property was acquired by the seller less than 90 days from the purchase agreement and the 
ǇǳǊŎƘŀǎŜ ǇǊƛŎŜ ŜȄŎŜŜŘǎ ǘƘŜ ǎŜƭƭŜǊΩǎ ŀŎǉǳƛǎƛǘƛƻƴ ǇǊƛŎŜ ōȅ ƳƻǊŜ ǘƘŀƴ мл҈Σ ǘƘŜƴ ŀ ǎŜŎƻƴŘ Ŧǳƭƭ ŀǇǇǊŀƛǎŀƭ ƛǎ 
required. Bank owned properties are not exempt. 

¶ If the property was acquired by the seller between 91-180 days from the purchase agreement and the 
ǇǳǊŎƘŀǎŜ ǇǊƛŎŜ ŜȄŎŜŜŘǎ ǘƘŜ ǎŜƭƭŜǊΩǎ ŀŎǉǳƛǎƛǘƛƻƴ ǇǊƛŎŜ ōȅ ƳƻǊŜ ǘƘŀƴ нл҈Σ ǘƘŜƴ ŀ ǎŜŎƻƴŘ Ŧǳƭƭ ŀǇǇǊŀƛǎŀƭ ƛǎ 
required. Bank owned properties are not exempt. 

¶ If a second appraisal is required for one of the above two reasons, the borrower may only be charged 
for one of the appraisals. 
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Qualifying Rate 
¶ Fixed Rates: Note rate 

¶ 5/1 ARM: Greater of the fully indexed rate or Note Rate + 2% 

¶ 7/1 ARM: Greater of the fully indexed rate or Note Rate 

¶ 10/1 ARM: Greater of the fully indexed rate or Note Rate 

 

Maximum DTI  
 

Standard Amortization (Non-Interest Only) 

¶ Fixed rate:  49.99% 

¶ ARM:  47.00% 

¶ LTV/CLTV over 80% (Fixed and ARM):  38.00% 
 

Interest Only 

¶ CƛȄŜŘ ǊŀǘŜ ϧ !wa Җ ул҈ [¢±Υ  осΦлл҈ 

¶ Fixed rate & ARM > 80% LTV:  28.00% 
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NOTE:  Interest Only loans must be qualified using the fully-amortizing payment (not the IO payment) 
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LTV/CLTV/HCLTV 
Primary Residence  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase and 
Rate/Term 
Refinances 

1-2 

680 90%2 $1,000,000 

661 80% $1,500,000 

680 75% $2,000,000 

1-4 661 70% $2,000,000 

Primary Residence  |  Cash Out Refinance4 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1-2 

680 80% $1,000,000 $250,000 

661 70% $1,000,000 $250,000 

661 60% $1,500,000 $500,000 

 
 

Second Home  |  Purchase and Rate/Term Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount1 

Purchase or 
Rate/Term 
Refinance 

1 661 

80% $1,000,000 

70% $1,500,000 

65% $2,000,000 

Second Home  |  Cash Out Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan 

Amount 
Maximum Cash Out 

Cash Out 
Refinance 

1 661 
65% $1,000,000 $250,000 

60% $1,500,000 $500,000 

 
 

Investment3   |   Purchase and Rate/Term Refinance  |  Cash Out Refinance 

Transaction Type Units FICO 
Maximum 

LTV/CLTV/HCLTV 
Maximum Loan Amount 

Purchase 1-4 680 75% $1,000,000 

Rate/Term Refi 1-4 680 70% $1,000,000 

Cash Out Refi 1-4 680 60% $1,000,000  (max cash out $250,000) 

 
 *Footnotes on following page 
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1First-Time Homebuyers are subject to a maximum loan amount of $1,000,000.  Loan amounts up to $1,500,000 allowed in CA and NJ.  
See Eligible Borrower section for specific requirements for FTHBs. 
 

 2The following requirements apply for transactions with LTVs greater than 80% 

¶ MI not required 

¶ Secondary financing is allowed.  See Secondary Financing for details 

¶ Maximum DTI 38% 

¶ Non-permanent resident aliens not allowed 

¶ Escrow account required for loans > 80% LTV unless prohibited by applicable law 
 

 3The following requirements apply for investment property purchases, rate/term refis, and cash out refis: 

¶ Florida condos limited to 50% LTV/CLTV/HCLTV 

¶ Gift funds not allowed 

¶ Transaction must ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘ 

¶ Appraiser to provide comparable rent schedule 

¶ FTHBs not allowed 
 

  4Texas 50(a)(6) refinances are only allowed on 20, 25, 30 year fixed rate.  See Texas 50(a)(6) Refinances section for further detail. 

 
 
 
 
 
 
 
 
 
 
 

Underwriting 
Manual underwriting is required, regardless of AUS documentation waivers.  However, DU findings are 
required on all Jumbo loans.  The recommendation may be Approve/Ineligible, with the only reason for 
ineligibility being the loan size. 

 
Unless otherwise noted here, the more restrictive of the FNMA Selling Guide or Appendix Q must be 
followed.  In all cases, the loan file must document the 8 ATR rules.   

 
Back to Top

NOTES: 

¶ Jumbo Choice Non-QM is a non-QM loan with any of the following attributes: 
o Interest-only product 
o Debt-to-Income ratio > 43% 
o Qualifying income stream using asset depletion calculation as outlined in the income section 
o Investment purchase transaction using rental income with no lease agreement provided.  See Rental Income 
o Departure residence excluded from DTI when the property is not listed for sale or leased to rent at the time of the subject 

transaction.  See Departure Residence 

¶ Minimum loan amount is $1 over the conforming/high balance loan limit 

¶ Higher Priced Mortgage Loans (HPMLs) are allowed.  See HPML section for details.  

¶ Residual Income Calculation must be provided and must meet the residual income requirements indicated in the 
Income/Employment section 
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Documentation 
¶ All loans must be manually underwritten and fully documented. Full income and asset verification is 

required.  No documentation waivers based on AUS recommendations permitted. 

¶ All credit documents, including title commitment must be no older than ninety (90) days from the Note 
date. 

¶ All appraisals must be no older than 120 days from the Note date.  Recertification of value is not 
allowed. A new appraisal is required. 

¶ QM designation must be provided in the loan file. For the Select Non-QM program; 
o QM designation is Non-QM/ATR, or 
o QM designation is Exempt for investment property transactions when the transaction is exclusively 

for business purposes 
Á Investment property transactions require an attestation form the borrower stating the property 

is used 100% of the time for business purposes in order for the designation to be Exempt. If the 
borrower does not use the property 100% of the time for business purposes, the QM 
designation would be Non-QM/ATR for Select Non-QM loans. 

Á Cash-out refinances of investment properties must also contain an attestation regarding the 
proceeds from the cash out refinance. If 100% of the proceeds are not used for business 
purposes, the loan is subject to ATR and the designation would be Non-QM/ATR. 

¶ Loan file must document the eight (8) Ability to Repay (ATR) rules identified in Part 1026-Truth-in-
Lending (Regulation Z). 

¶ Residual income calculation must be provided and meet the residual income requirements indicated in 
the Income/Employment section of this guide. 

¶ If subject transaction is paying off a HELOC that is not included in the CLTV/HCLTV calculation, the loan 
file must contain evidence the HELOC has been closed. 

¶ If the 1003, title commitment or credit documents indicate the borrower is a party to a lawsuit, 
addiǘƛƻƴŀƭ ŘƻŎǳƳŜƴǘŀǘƛƻƴ Ƴǳǎǘ ōŜ ƻōǘŀƛƴŜŘ ǘƻ ŘŜǘŜǊƳƛƴŜ ƴƻ ƴŜƎŀǘƛǾŜ ƛƳǇŀŎǘ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ  
to repay, assets or collateral. 
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Credit Requirements 
 

Mortgage Payment History 
If the mortgage holder is a party to the transaction or relative of the borrower, cancelled checks or bank 
statements to verify satisfactory mortgage history is required. 

 

Departure Residence 
 

Departure Residence to be Rented 
Option 1:  No Lease Option 2:  Lease Required 

No lease required. 
 
Signed letter of intent from borrower indicating they 
intend to rent the departure residence within 90 days of 
closing on the subject transaction. 

Copy of current lease agreement. 
 
Copy of security deposit and evidence of deposit into 
borrower's account. 

Departure residence must have a minimum of 20% equity 
after deduction of outstanding liens to use rent to offset 
the payment. 
 
If less than 20% equity, the full payment with no benefit 
of rent must be included in the DTI.  
 
Equity in the departure residence must be documented 
with the prior purchase price, AVM, BPO or 2055 exterior 
appraisal dated within six (6) months of the subject 
transaction. 

Departure residence must have a minimum of 20% equity 
after the deduction of outstanding liens to use rent to 
offset the payment. 
 
If less than 20% equity, the full payment with no benefit 
of rent must be included in the DTI. 
 
Equity in the departure residence must be documented 
with the prior purchase price, AVM, BPO or 2055 exterior 
appraisal dated within six (6) months of the subject 
transaction. 

Market Rent Survey is required by a licensed appraiser. 
Rent calculation is 75% of the market rent less PITIA. 
 
Any negative amount must be included in the DTI. 
 
Any positive rental income is disregarded for the income 
calculation and can only be used to offset the payment. 

Rental calculation is based on 75% of the lease amount 
less PITIA. Any negative amount must be included in the 
DTI. Any positive income is included as rental income. 

Required reserves for departure residence = 9 months 
PITIA 

Required reserves for departure residence = 6 months 
PITIA 

Maximum LTV/CLTV/HCLTV on the subject transaction is 
80% 

No limit on LTV/CLTV/HCLTV, refer to program maximum 
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Departure Residence to be Sold 
Option 1:  Not Under Contract Option 2:  Under Contract 

No contract required for departure residence (not under 
contract or listed for sale). 
 
Signed letter of intent from borrower indicating they 
intend to list the departure residence for sale within 
ninety (90) days of closing on subject transaction. 

A copy of an executed sales contract for the property 
pending sale and confirmation all contingencies have 
been 
cleared/satisfied. 
 
The departure transaction must be closing within 30 days 
of the subject transaction. 
 
The pending sale transaction must ōŜ ŀǊƳΩǎ ƭŜƴƎǘƘΦ 

Equity in the departure residence must be documented 
with a 2055 exterior appraisal or full appraisal.  
 
Departure residence must have a minimum of 20% equity 
after deduction of outstanding liens to exclude the 
payment from the DTI. 
 
If less than 20% equity, the full payment must be included 
in the DTI. 

No appraisal required for departure residence. 
 
The borrower must be netting a positive number from the 
sale of the property or assets must be accounted for to 
cover any funds the borrower may have to bring to 
closing on the sale of the departure residence. 

Required reserves for the departure residence are based 
on the marketing time indicated by the departure 
residence appraisal: 
 
If appraisal indicates marketing time of six (6) months or 
less = 12 months PITIA 
 
If appraisal indicates marketing time over six (6) months = 
24 months PITIA 

Required reserves for the departure residence = 6 months 
PITIA 

Maximum LTV/CLTV/HCLTV on the subject transaction is 
80%. 

No limit on LTV/CLTV/HCLTV, refer to program maximum. 

 
 

Income/Employment Requirements  
An Income Calculation Worksheet is required on all loans.  Fannie Mae Form 1084 is required for self-
employed income analysis. 
 

Asset Depletion 
Calculate the depletion of assets using a 3% return over the life of the loan; the same as calculating a P&I 
payment for a mortgage.  

¶ For borrowers >59 ½ years of age, all post-closing retirement and liquid assets may be used in the 
calculation if the assets are fully vested and unrestricted. 

¶ For borrowers <59 ½, all post-closing liquid (non-retirement) assets can be included in the calculation. 
o Minimum liquid post-closing assets of $500,000 required to include asset depletion for qualifying 

income. 

¶ Business funds are not allowed for income calculation 
 

Unacceptable Income Sources 
aƻǊǘƎŀƎŜ ŘƛŦŦŜǊŜƴǘƛŀƭ ǇŀȅƳŜƴǘǎ ŦǊƻƳ ŀƴ ŜƳǇƭƻȅŜǊ ǘƻ ǎǳōǎƛŘƛȊŜ ŀƴ ŜƳǇƭƻȅŜŜΩǎ ƳƻǊǘƎŀƎŜ ǇŀȅƳŜƴǘǎ are not 
permitted. 

 
Back to Top 
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Rental Income 
 

All Properties (Except Departing Primary Residence) 

¶ Lease agreements must be provided if rental income is used for qualifying purposes, except: 
o If the subject property is the purchase of an investment property, a lease agreement may not 

be required if the following are met: 
Á Borrower(s) have a demonstrated landlord history for the most recent 2 years on tax 

returns, or 
Á Maximum LTV/CLTV is 65% 
Á In either case, a comparable rent schedule by the appraiser is required on all investment 

property transactions 
 

Departure Residence 
See Departure Residence for specific requirements  

 
 

Asset Requirements 
 

Reserve Requirements 
 
  
 
  
 
 

Reserves for Additional 1-4 Unit Financed Residential Properties Owned 

¶ An additional 6 months PITIA reserves are required for each property 

¶ If excluded from the count of multiple financed properties, reserves are not required 
 

Collateral Requirements 
 

Higher Priced Mortgage Loans 
See Higher Priced Mortgage Loans for appraisal requirements on HPMLs. 

 
Back to Top 

 

Reserve Requirements 
Occupancy Loan Amount Number of Months of PITIA 

Primary Residence 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 6 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Ҕ ул҈ 12 

$1,000,001 - $1,500,000 9 

$1,500,001 - $2,000,000 12 

Second Home 

Җ ϷмΣлллΣллл 12 

$1,000,001 - $1,500,000 18 

$1,500,001 - $2,000,000 24 

Investment Property Җ ϷмΣлллΣллл 12 

First Time Homebuyer 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Җ ул҈ 12 

Җ ϷмΣлллΣллл ǿƛǘƘ [¢± Ҕ ул҈ 15 

$1,000,001 - $1,500,000 15 

Interest Only Products Reserves are based on the qualifying PITIA 
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Jumbo Core 

Unless otherwise addressed in these Core Jumbo guidelines, the more restrictive of the FNMA Selling Guide or 
Appendix Q must be followed.  All loans must meet QM Safe Harbor requirements, including all requirements 

of the Ability to Repay (ATR) Rule.  Rebuttable Presumption QM (HPML and HPCT) are not eligible. 
 
 

Eligibility   
 

Available Products 
Fixed Rate:  30, 15 year   

 

Qualifying Rate 
Note rate 

 

Occupancy 
 

Primary Residence 
An owner occupied primary residence is a property that the occupant borrower(s) intends to occupy as 
his or her principal residence for the majority of the year, within 60 days of closing and for at least one 
year after. The loan documents must provide that the loan may be declared in default if the borrower 
makes misrepresentations for any provision of the application, including occupancy.  
 

For refinance transactions, borrower must reside in and hold title to the subject property at the time of 
application.  
 
Second Home 

¶ 1-unit property that the borrower occupies for some portion of the year in addition to his or her 
primary residence 

¶ The property must be suitable for year-round occupancy and must not be located in the same 
market area as the borrower's primary residence 

¶ Second homes may be located in a major metropolitan area that the borrower visits on a regular 
basis with a letter of explanation from the borrower stating the reason that the home is not located 
in a vacation/resort area.  

¶ Transactions where the property is being purchased for occupancy by someone other than the 
borrower will be considered an investment property and are not eligible for this program 

¶ The borrower must have exclusive control over the property and the property must not be subject 
to any kind of time sharing agreement, rental pools, or agreements that require the borrower to 
rent, share or give management firm control over occupancy. See Property Eligibility 

¶ Rental income may not be used to qualify the borrower. Occasional seasonal rental is permitted. 
Reporting rental income on the borrower's personal tax returns does not contradict second home 
status, but must be minimal. The hazard insurance policy may not contain any coverage for loss of 
rent.  

 
Back to Top 
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Investment Properties 
An investment property is owned but not occupied by the borrower, regardless of revenue generation.  
The property must be suitable for year-round rental and occupancy. 

 

LTV/CLTV Matrix 
Primary Residence 

Purchase and Rate/Term Refi Cash Out Refi 
Property 

Type 
LTV/CLTV  

Maximum 
Loan Amt 

Min  
Score 

Mos 
Reserves 

Max  
DTI 

Property 
Type 

LTV/CLTV  
Maximum 
Loan Amt 

Min 
Score 

Max 
Cash Out 

Mos 
Reserves 

Max 
DTI 

1 Unit 
SFR, 
PUD, 

Detached 
1-unit 
condo 

80% $2,000,000 720 12 

43% 

1 Unit 
SFR, 
PUD, 

Detached 
1-unit 
Condo 

80% $1,500,000 720 $300,000 12 

43% 

80% $1,000,000 700 6 65% $1,500,000 720 $500,000 12 

65% $2,500,000 760 18 80% $1,000,000 700 $300,000 6 

Attached 
Condo ς 
Not AZ, 
FL, MI, 

NV 

75% $1,000,000 700 6 65% $1,000,000 700 $500,000 6 

Attached 
Condo ς
AZ, FL, 
MI, NV 

70% $1,000,000 700 6 

2 Units 

80% $1,500,000 720 $300,000 12 

2 Unit 
80% $2,000,000 720 12 

80% $1,000,000 700 6 65% $1,500,000 720 $500,000 12 

3-4 Unit 
70% $1,500,000 720 12 80% $1,000,000 700 $300,000 6 

70% $1,000,000 700 6 65% $1,000,000 700 $500,000 6 

Second Home Investment Property 
Purchase and Rate/Term Refi Purchase and Rate/Term Refi 

Property 
Type 

LTV/CLTV  
Maximum 
Loan Amt 

Min 
Score 

Mos 
Reserves 

Max 
DTI 

Property 
Type 

LTV/CLTV 
Max Loan 
Amount 

Min 
Score 

Max  
Cash Out 

Mos 
Reserves 

Max 
DTI 

1 Unit 
SFR, 
PUD, 

Detached 
1-Unit 
Condo 

75% $1,000,000 720 6 

40% 

1-Unit 
SFR, 
PUD, 

Detached 
1-Unit 
Condo 

60% $1,000,000 760 n/a 12 38% 

70% $1,500,000 720 12 

Attached 
Condo ς 
Not AZ, 
FL, MI, 

NV 

70% $1,000,000 720 6 

Attached 
Condo ς
AZ, FL, 
MI, NV 

65% $1,000,000 720 6 

Key Program Requirements 
¶ Cash to Borrower:  Lesser of 1% or $5,000 max for rate/term refinance transactions.  See Loan Purpose. 

¶ LTV/CLTV/HCLTV:   
     ֙   {ŜŜ Loan Purpose for LTV/CLTV calculations. HCLTV is not calculated for this program. 
     ֙   CƻǊ ƘƛƎƘ-rise condos greater than 4 stories, reduce maximum LTV/CLTV by 5%.  See Condominiums and PUDs 
     ֙   {ŜŜ ǘƘŜ Soft Markets MSA Table for the list of MSAs requiring a 5% LTV/CLTV reduction and other restrictions. 

¶ Loan Amount Minimum:  Minimum loan amount is the maximum Fannie Mae General Loan Limit (not high-cost area limit) + $1 

¶ Refinance ς Recently Listed:  Refinance of properties listed within the previous six months are not eligible.  See Loan Purpose.  

¶ Reserves, Eligible Assets, and Funds to Close:  See matrix above for number of moƴǘƘǎΩ ǊŜǎŜǊǾŜǎΦ 

¶  State and Geographic Restrictions:  See State and Geographic Restrictions for requirements by property state.  Note:  Texas 50(a)(6), Texas 
50(f)(2), and 2-4 unit properties in New Jersey are not eligible.  Also see the Soft Markets MSA Table. 

¶ Additional Reserve Requirements:  (also see Borrower Eligibility restrictions) 
     ֙   Additional Financed Properties:  add 2 months subject property PITIA reserves for each additional financed property owned 
     ֙   Current Residence Pending Sale:  add 6 months liquid reserves based on the PITIA of the retained property 

Back to Top 
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Conversion Option 
Not convertible 

 

Assumption Feature 
Fixed rate mortgages are not assumable.  

 

Documentation Requirements 
Full doc.  Manual underwriting requirements apply, regardless of AUS documentation waivers.  However, 
DU findings are required on all Jumbo loans to demonstrate the borrower is not eligible for an Agency 
product.  The recommendation may be Approve/Ineligible, with the only reason for ineligibility being the 
loan size.   
 

Loan Application 
The initial and final loan applications must be complete, including a 2 year history of employment and 
residency and all personal information for each borrower (SSN, date of birth, address, and education).  
LŦ ŀ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅƳŜƴǘ ƘƛǎǘƻǊȅ ƛƴŎƭǳŘŜǎ ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǘƘŜ ŀǇǇƭƛŎŀǘƛƻƴ Ƴǳǎǘ ǊŜŦƭŜŎǘ ŀǘ ƭŜŀǎǘ н 
years of employment, therefore covering a longer period of time.  All declaration questions must be 
marked indicating the method of taking the application:  face-to-face, by telephone, or by mail.  The 
ƛƴǘŜǊǾƛŜǿŜǊΩǎ ƴŀƳŜ ŀƴŘ ŜƳǇƭƻȅŜǊ Ƴǳǎǘ ōŜ ŎƻƳǇƭŜǘŜŘ ƛƴ ŀƭƭ ŎŀǎŜǎΣ ŀƴŘ ŀll applications must be signed 
and dated by the borrower. 

¶ Cƛƴŀƭ млло ŀǇǇƭƛŎŀǘƛƻƴ ŦƻǊ ŎƭƻǎƛƴƎ Ƴǳǎǘ ŀŘƘŜǊŜ ǘƻ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀōƻǾŜΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
complete and accurate financial information relied upon by the underwriter, and be signed and 
dated by all borrowers.  All debt incurred during the application process and through loan closing 
must be disclosed on the final application. 

¶ Where conflicting information exists between or within documents, an adequate explanation must 
be provided, documented, and included in the loan file. 

 

Mortgage Insurance 
No mortgage insurance is required at any LTV. 

 

Borrower Eligibility 
 

Loans to One Borrower 
Maximum is the greater of the Note amount of one loan, if greater than or equal to $2,000,000, or 
combined loan amounts totaling $2,000,000. 
 
Borrower Identification 
The identity of all borrowers whose credit is used for loan qualification must be confirmed.  Evidence 
of a valid SSN is required for all borrowers.  Acceptable documentation for a SSN includes but is not 
limited to a valid Social Security card, a current paystub, a W2, or tax transcripts.  Any SSN 
discrepancies that are identified must be resolved. 

 
Maximum Borrowers per Loan 
Maximum 4 borrowers per loan  

          
   Back to Top 
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Maximum Financed Properties per Borrower 
Each borrower may separately be obligated on a mortgage for a maximum of 4 financed, residential 1-
4 unit properties, including the subject transaction.  This does not include commercial properties, 
vacant land, timeshares, or manufactured homes not titled as real property. 

¶ Partial or joint ownership is considered the same as total ownership in the property.  

¶ Ownership applies to financed properties owned by the borrower, including any properties the 
borrower owns outside of the United States.  

¶ A borrower who is obligated on a mortgage, regardless of whether they hold title to the property is 
included in this limitation.  

¶ These limitations apply to the total number of all financed properties, not to the number of 
mortgages on the property.  

¶ Properties are subject to this limitation even if held in title by a Corporation or S Corp, if the 
financing is in the name of the borrower.  

 
Eligible Borrowers 

¶ All borrowers must be individual, natural persons, and: 
o Citizens of the United States or of a US Possession or Territory, or 
o A Permanent or Non-Permanent Resident Alien with documented proof of lawful residence as 

described in the table below 
Á Non-Permanent Resident Aliens are limited to primary residences only, with maximum 

LTV/CLTV of 75% for 1-2 units, and 70% for 3-4 units 

¶ Living trusts may be eligible ς see Trusts 

¶ All Borrowers must have a valid social security number. See Borrower Identification. 
 

Ineligible Borrowers 

¶ Non-individual legal entities such as corporations, general or limited partnerships, LLCs, real estate 
syndications, or investment trusts  

¶ Borrowers with diplomatic immunity, or Foreign Politically Exposed persons  

¶ Foreign Nationals, Non-Resident Aliens  

¶ Non-occupant coborrowers 
 

Back to Top 
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Non-US Citizen Documentation Requirements 

 Permanent Resident Alien Non-Permanent Resident Alien 

A Permanent Resident is a non-US Citizen who is 
legally eligible to maintain permanent residency in 
the US, and holds a Permanent Resident card. 
Document legal residency with one of the following: 

¶ A valid and current Permanent Resident card 
(form I-551) 

¶ ! ǇŀǎǎǇƻǊǘ ǎǘŀƳǇŜŘ άǇǊƻŎŜǎǎŜŘ ŦƻǊ L-551. 
Temporary evidence of lawful admission for 
permanent residence. Valid until _______.  
9ƳǇƭƻȅƳŜƴǘ !ǳǘƘƻǊƛȊŜŘέΦ  ¢Ƙƛǎ ŜǾƛŘŜƴŎŜǎ ǘƘŀǘ 
the holder has been approved for, but not issued, 
a Permanent Resident card. 

A Non-Permanent Resident is a non-US citizen who 
lawfully enters the US for specific time periods under 
the terms of a Visa. A Non-Permanent Resident status 
may or may not permit employment. Verification of 
one of the following is required: 

¶ Unexpired Employment Authorization Document 
(EAD) issued by the United States Citizenship and 
Immigration Services (USCIS) 

¶ One of the following Visas: H series, L, E-1, G 
series and TN Visa 

 
Expiring Visas: If the authorization for temporary 
residency status will expire within one year and a 
prior history of residency status renewals exist, 
continuation may be assumed. If there are no prior 
renewals, the likelihood of renewal must be 
determined, based on information from USCIS: 

¶ A valid passport, letter from employer/sponsor 
and an I-94 proving work authorization. 

 

*Occupancy and LTV/CLTV restrictions apply. See 
Non-Permanent Resident Alien requirements above. 

 
First Time Homebuyers 
A First Time Homebuyer (FTHB) transaction is one where no borrower has had an ownership interest 
(sole or joint) in a residential property during the three year period preceding the date of the purchase 
of the mortgaged premises or has a scheduled mortgage payment history of less than 12 months. 

¶ One unit primary residences only 

¶ For FTHBs currently renting, verification of 12 months rental payments is required, as documented 
by: 
o 12 months cancelled checks or bank statements 
o A direct, written VOR may be used in lieu of cancelled checks when the landlord is a large, 

documented management company 

¶ Borrowers living rent-free must provide a satisfactory letter of explanation 

¶ The greater of 12 months reserves or the minimum reserves from the LTV/CLTV matrix is required 
 

Back to Top 
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Exclusionary Lists 
If any party on any industry or Agency Exclusionary List played a role in the origination through close of 
the mortgage loan or the underlying real estate transaction, or in the servicing of the mortgage loan by 
MiMutual or our subservicer, the mortgage is not eligible, irrespective of the reason for the name 
appearing on the list.    Industry and Agency Exclusionary Lists include: 

¶ GSA EPLS / SAM.  The review of the GSA EPL must include a search for actions taken across all 
Federal Agencies 

¶ FHA/HUD Limited Denial of Participation list (LDP) 

¶ Freddie Mac Exclusionary List 

¶ FHFA Suspended Counterparty Program (SCP), available on the FHFA website 
 

Identity of Interest and Non-!ǊƳΩǎ [ŜƴƎǘƘ ¢ǊŀƴǎŀŎǘƛƻƴǎ 
Loans for transactions with Identity of Interest or non-ŀǊƳΩǎ ƭŜƴƎǘƘ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ are not eligible. 
Examples of these types of transactions (not a complete list) include:  

¶ Sales of properties between family members (see Established Relationships)  

¶ Sales of properties between business associates  

¶ Sales involving a business entity and an individual who is an officer or principal in that business  

¶ Sales involving the builder/developer of subject property and an employee or affiliate of the 
builder/developer  

¶ Transactions involving an assignment of the sales contract  
 

Established Relationships 
An established relationship is one with an immediate family member:  parents, siblings, children, 
spouse, grandparents, aunts, uncles, domestic partners, fiancées, or fiancés.  

 

Loan Purpose / Transaction Type 
 

Purchase Transactions:  
 All purchase transactions must meet the requirements in Ineligible Transaction Types 

¶ The property seller must be the owner of record, and proof that the property seller has owned the 
property for 12 months OR a chain of title for the last 12 months is required.  

¶ Complete purchase agreements, including all addenda, are required. If the Purchase Contract has 
been assigned to buyer from a previous purchaser, then the loan is not eligible.  

¶ Identity of Interest or loans with non-ŀǊƳΩǎ ƭŜƴƎǘƘ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ŀǊŜ ƴƻǘ ŜƭƛƎƛōƭŜΦ  

¶ Excessive commissions and payouts are not eligible. Total real estate commissions and marketing 
fee payouts (in cash or in kind) that exceed 8% of the sales price are considered excessive, and 
must be deducted from the sales price for underwriting purposes and for calculation of LTV/CLTV. 
Total commissions/marketing fees for these purposes include, but are not limited to: marketing 
ŦŜŜǎΣ ŦƛƴŘŜǊΩǎ ŦŜŜǎΣ ǊŜŦŜǊǊŀƭ ŦŜŜǎΣ ŎƻƴǎǳƭǘƛƴƎ ŦŜŜǎΣ ŀƴŘ ŀǎǎƛƎnment of sales fees. The Closing 
Disclosure or Settlement Statement must be completed to include all fees and payouts as required 
by applicable regulatory compliance guidelines.  

 
Back to Top 
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All Refinance Transactions 
 All refinance transactions must meet the requirements in Ineligible Transaction Types 

¶ Loans with evidence of churning are not eligible 

¶ Properties listed for sale in the last 6 months (on or before the application date) are not eligible for 
refinance  

¶ Refinance of Restructured Loan or Short Pay off Loan is not allowed.  

¶ LTV calculation: 
o If owned more than 12 months, LTV is based on current appraised value. The borrower must be 

the owner of record, and proof that the borrower has owned the property for 12 months OR a 
chain of title for the last 12 months is required.  

o If owned less than 12 months, see Seasoning Requirements in the rate/term and cash out 
sections below.  

¶ There must be Continuity of Obligation if there is currently an outstanding lien that will be satisfied 
with the refinance transaction. Loans with an acceptable Continuity of Obligation may be 
underwritten as either a rate/term or a cash out refinance transaction based on the requirements 
in this section. Acceptable continuity of obligation is met when:  
o At least one borrower obligated on the new loan was also a borrower obligated on the existing 

loan being refinanced, and  
o At least one Borrower has been on title and will be obligated on the new loan.  

¶ If there is no outstanding lien against the property, the following applies:  
o The loan is treated as a cash out refinance transaction, and  
o The borrower must be on title for a minimum of 6 months, and  
o If the borrower is on title for less than 12 months, the loan is eligible with documentation 

confirming the subject property was purchased within the last 12 months.  
 

Rate/Term Refinance Transactions 
All rate/term refi transactions must meet the requirements in Ineligible Transaction Types and All 
Refinance Transactions 

¶ Maximum cash to borrower not to exceed the lesser of 1% or $5,000 of the principal amount of the 
new loan 

¶ Reasonable and customary closing costs, pre-paid items and seasoned junior liens may be 
incorporated into the loan amount  

¶ Seasoning Requirements:  
o First Lien (for properties owned < 12 months): 
Á Value should be based on the original sales price 
Á If improvements have been made since the time of purchase, the LTV can be based on the 

appraised value but costs of improvements must be documented 
Á If the value has increased by greater than 15%, photographs of improvements are required 

o Closed End Seconds: One year seasoning on junior liens from funding, unless documentation is 
provided to verify the lien was incurred as part of acquisition.  

o HELOCs 
Á If funds were received in excess of 1% of the new loan amount or $2,000, whichever is 

greater, within 12 months prior to the new loan, the new loan will be considered a cash out 
refinance 

 

Back to Top  
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¶ wŜŦƛƴŀƴŎŜ ǘƻ ōǳȅƻǳǘ ŀƴƻǘƘŜǊ ǇŀǊǘȅΩǎ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ ƛǎ ŀƭƭƻǿŜŘΣ ǎǳbject to 
documentation that all parties have jointly owned and occupied subject for the 12 months prior to 
application date (exception for inheritance), and there is a signed, written agreement stating the 
terms of the property transfer and disposition of funds (such as a divorce decree). 
o Cash received by the borrower must not exceed the lesser of 1% or $5,000 of the principal 

amount of the new loan 

¶ Installment Land Contracts and mortgage loans used to pay off a Contract for Deed are not eligible.  

¶ For owner occupied properties located in Texas, a copy of the current mortgage or Note is required 
to determine the previous terms are not subject to Texas Section 50(a)(6) or 50(f)(2) requirements 

 
Cash-Out Refinance Transactions:  
All cash out refi transactions must meet the requirements in Ineligible Transaction Types and All 
Refinance Transactions 

¶ Primary residence only 

¶ Refinance of Restructured Loan or Short Pay off Loan is not allowed 

¶ Seasoning requirements: 
o ALL borrowers must have held title to subject property for a minimum of 6 months (Note date 

to application date) 
o There must be > 6 months seasoning of all existing liens on subject property (Note date to 

application date) 
o Properties owned at least 6 months, but less than 12 months: 
Á If owned less than 12 months, value should be based on the original sales price 
Á If improvements have been made since the time of purchase, the LTV can be based on the 

appraised value but costs of improvements must be documented 
Á  If the value has increased by greater than 15%, photographs of improvements are required 

¶ Cash out limitations include payoff of unseasoned second mortgages (closed-end seconds and 
HELOCs) and/or non-mortgage debt.  Seasoned liens secured by the subject property are not 
included in the cash out limitation 

¶ Transactions subject to Sections 50(a)(6) and 50(f)(2) of the Texas Constitution are ineligible 
 

Delayed Financing  

Borrowers who purchased the subject property less than 6 months ago are eligible for a cash out 
refinance if all of the following requirements are met: 

¶ The new loan amount must not be more than the actual documented amount of the borrower's 
initial investment in purchasing the property plus the financing of closing costs, prepaid items, 
and points 

¶ The purchase transaction was an arm's length transaction. If the seller of the property was a 
legal entity, the principals of the entity must be documented 

¶ The purchase transaction is documented by the HUD-1 Settlement Statement or Closing 
Disclosure which confirms that no mortgage financing was used to obtain the subject property. 
A recorded trustee's deed (or similar alternative) confirming the amount paid by the grantee to 
trustee may be substituted for a HUD-1 Settlement Statement or Closing Disclosure if such a 
statement was not provided to the purchaser at time of sale 
(continued on next page) 
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¶ The LTV/CLTV must be based on the lesser of the original purchase price or the current 
appraised value 

¶ The source of funds for the purchase transaction must be documented. Funds cannot be from 
gift, borrowed, or business funds 

¶ The preliminary title search or report must not reflect any existing liens on the subject property 

¶ All other cash out refinance eligibility requirements are met and cash out pricing is applied.  
 

Ineligible Transaction Types 

¶ Loans to finance the initial construction of a dwelling, or (one time close) construction-to-
permanent loans, or construction-to-perm financing when the borrower held title to the property 
during the construction phase 

¶ Primary residences in Texas subject to Texas Section 50(a)(6)  or 50(f)(2) 
o For all Texas refinance transactions, a copy of the previous Note or security instrument is 

required to document that the new loan is not a 50(a)(6) or 50(f)(2) transaction  

¶ Primary residence or second home loans that are not Safe Harbor QM, including high-cost 
mortgages or higher-priced mortgages (HPML or HPCT)  

¶ Loans with temporary buy downs or prepayment penalties 

¶ Contracts for Deeds or Installment Land Contracts 
 

 

Secondary / Subordinate Financing 
See the LTV/CLTV Matrix for maximum transaction CLTV.  No HCLTV is calculated for this program. 
 

CLTV Calculation 
HELOCs are included in the CLTV calculation as follows:  

¶ The entire credit line limit based on the recorded lien (mortgage/deed of trust) must be used to 
calculate the CLTV and determine program eligibility.  

¶ Even if a credit line has been reduced with a permanent modification of the original Note, the 
entire original line limit must be used to calculate the CLTV.  

 
New Subordinate Lien Documentation 
A copy of the Note and a certified copy of the security instrument indicating that it is being recorded 
subordinate to the new first lien are required.  
 
Re-subordinating Lien Documentation  
A copy of the Note and a certified copy of the executed subordination agreement (or equivalent, as 
required by applicable state law) must be obtained.  
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Subordinate Lien Requirements 

¶ Mortgage must be clearly subordinate to the subject mortgage  

¶ Mortgage cannot have a maturity date or a call option date of less than five years from closing 
date, unless it is fully amortizing  

¶ Monthly payments on subordinate financing must be included in housing and debt ratio analysis 

¶ Scheduled payments under the subordinate financing must be due on a regular basis, e.g., monthly, 
quarterly, or semi-annually, but no less than semi-annually and must be at least sufficient to meet 
the interest due.  

¶ Subordinate financing must fully amortize during its term.  
 

HELOC Payment Calculation 
To calculate the qualifying payment of a subordinate HELOC, follow Fannie Mae Selling Guide Section 
B.3.6. If the HELOC does not report a balance, there is no recurring monthly debt obligation, so an 
equivalent payment amount (based on the line amount or otherwise) does not need to be developed.  

 
Employer Provided Subordinate Financing 
{ǳōƻǊŘƛƴŀǘŜ ŦƛƴŀƴŎƛƴƎ ǊŜŎŜƛǾŜŘ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅŜǊ Ƴŀȅ ōŜ ƛƴ ǘƘŜ ŦƻǊƳ ƻŦ ŀƴ ǳƴǎŜŎǳǊŜŘ ƭƻŀƴ 
or a mortgage loan, and does not need to require regular payments of either principal and interest or 
interest only.  A copy of the contract from the employer describing the terms of the financing is 
required. 

 
The financing may be structured in any of the following ways: 

¶ Fully amortizing level monthly payments 

¶ Deferred payments for some period changing to fully amortizing level payments 

¶ Deferred payment over the entire term 

¶ Forgiveness of the debt over time 

¶ The financing terms must permit the borrower to continue making payments on the loan in the 
event the borrower no longer works for the employer and may not require repayment in full 
unless: 
o The borrower terminates his or her employment for any reason, or 
o ¢ƘŜ ŜƳǇƭƻȅŜǊ ǘŜǊƳƛƴŀǘŜǎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅƳŜƴǘ ŦƻǊ ŀƴȅ ǊŜŀǎƻƴ ƻǘƘŜǊ ǘƘŀƴ ƭƻƴƎ-term 

disability, the elƛƳƛƴŀǘƛƻƴ ƻŦ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ Ǉƻǎƛǘƛƻƴ ƻǊ ǊŜŘǳŎǘƛƻƴ ƛƴ ǘƘŜ ǿƻǊƪŦƻǊŎŜ 
 
Ineligible Subordinate Financing 

¶ Subordinate mortgages through a Community Second Mortgage /  DPA Program  

¶ Subordinate mortgages held by the property seller  

¶ Tax and judgment liens  

¶ Subordinate mortgages subject to an interest rate buy-down plan  

¶ Subordinate mortgages that contain resale or repayment restrictions 

¶ Subordinate mortgages that allow negative amortization (this does not include language in the 
Note warning Borrowers that the lack of payment may result in negative equity and negative 
amortization is not a feature of the product), contain a balloon feature, or a prepayment 
restriction/penalty 

¶ Subordinate mortgages that have wraparound terms  
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Credit  
 

Credit Report 
A Residential Mortgage Credit Report (RMCR) or traditional tri-merge with applicable supplements is 
required for all borrowers. 
 

Frozen Credit 
Not permitted.  If a borrower unfreezes their credit after the initial report is run, then a new tri-merged 
credit report must be obtained. 
 
Fraud Alert 
All credit reporst must include FACT Act messages and at least one repository fraud alert product 
(Hawk, FACS+, SafeScan, etc).  Alerts must be resolved. 
 
Inquiries 
Credit reports must list all inquiries made within the previous 90 days and a written explanation for all 
inquiries within 90 days is required. 
 
Credit Scores 
Each borrower, including those with no income used to qualify, must have a valid SSN and generate a 
traditional credit score from at least two of the following repositories:  Experian, Equifax, and 
TransUnion.  Foreign credit is not acceptable.   

 
Qualifying Score 
For each borrower, qualifying score is the middle of 3 or lower of 2 scores, as applicable.  Qualifying 
score for the loan is the lowest score of any borrower. 

 

Depth of Credit History 
All loans require a credit score, and must meet two criteria: minimum credit history and tradeline 
requirements. 
 

Minimum Credit History 
 A minimum 24 month credit history is required for each borrower whose income is used to qualify 
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Tradeline Requirements 
 All tradeline requirements are applicable to each borrower whose income is used to qualify 

¶ A minimum of 3 active tradelines: 
o Active tradelines may be open or closed accounts and must have had activity within the 12 

months prior to the credit report date 
o Each tradeline must be rated and paid satisfactorily for at least 12 months 

 
The following may not be used to satisfy the acceptable tradeline or minimum credit history 
requirements: 

¶ Authorized user accounts 

¶ Non-traditional or foreign credit 

¶ Loans in deferment period 

¶ Accounts discharged through bankruptcy, judgments, charge-offs, collection accounts, 
foreclosures, deed-in-lieu of foreclosures, short sales, or pre-foreclosure sales 

 

Housing Payment History 
The occupant borrower(s) must have a complete, most recent 12 months rental and/or mortgage payment 
history documented in the file. 
 
άaƻǊǘƎŀƎŜ /ǊŜŘƛǘέ Definition 
Payment histories on all mortgage tradelines, regardless of occupancy, including first and second 
mortgage liens, HELOCs, mobile homes, and manufactured homes are considered mortgage credit, 
even if reported as an installment loan. 

 
Housing Payment Rating 
Housing payment rating is inclusive of all liens, regardless of position and applicable to all mortgages 
on all financed properties: 

¶ 0x30 in the past 12 months 

¶ 0x60 in the past 24 months 

¶ Subject mortgage must be current 
 

Mortgage Payment History 
 Must be on the credit report, or 

¶ Private Party Loans:  documented by cancelled checks or evidence of electronic transfers (VOM 
alone is insufficient) 

¶ Institutional Lender:  documented by cancelled checks, evidence of electronic transfers, or through 
an official statement produced by the lender 

 
Rental Payment History 
Must have the most recent 12 months or the portion of the last 12 months in which the borrower was 
renting, as evidenced by: 

¶ Credit report rating for 24 months (if institutional and the institution rates), or 

¶ Institutional VOR, or 

¶ Cancelled checks (with a copy of the lease verifying the due date), or 

¶ Evidence of electronic transfers 
Back to Top 

  



Jumbo Underwriting Guidelines  |  Jumbo Core 

03.26.2018                                                                                                                                                                                                                116 

Living Rent Free and First Time Homebuyers 
 See First Time Homebuyers 
 

Significant Derogatory Credit Events and Tradelines 
 

Serious Derogatory Credit Events 

Serious Credit Event wŜǉΩŘ 9ƭŀǇǎŜŘ ¢ƛƳŜ Comments / Requirements 
Foreclosure 

7 years 
Measured from completion date of the foreclosure action.  Any 
repossession, or payment equal to or greater than 120 days of 
any mortgage credit is considered a foreclosure 

Short Sale, Deed-in-Lieu, 
or Pre-Foreclosure Sale 

Mortgage Included in 
Bankruptcy 

(see comment) 
If a mortgage is included in a bankruptcy, the stricter 
measurement for the bankruptcy or foreclosure waiting period 
applies 

Bankruptcy ς Ch. 7 or 11 
7 years 

Measured from discharge or dismissal to the disbursement date 
of the new loan Bankruptcy ς Ch. 13 

Multiple Bankruptcies 7 years 
Measured from last dismissal to the disbursement date of the 
new loan 

Loan Modifications 
(Restructured Loans) 

7 years 
If the borrower has a prior restructured loan or short payoff, the 
new loan is eligible for financing subject to compliance with all 
foreclosure guidelines 

Mortgage Credit ǊŜƭŀǘŜŘ ά{ŜǊƛƻǳǎ 5ŜǊƻƎŀǘƻǊȅ /ǊŜŘƛǘ 9ǾŜƴǘέ ǿŀƛǘƛƴƎ ǘƛƳŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀǇǇƭȅ ǘƻ ŀƭƭ ōƻǊǊƻǿŜǊǎ ŦƻǊ ŀƭƭ 
properties owned or previously owned, whether the borrower(s) owned the property solely or jointly.    

 
Other Credit Events 

Other Credit Events Requirements 

Past Due Accounts 
Loans where the borrower has past due accounts are not eligible, even if the borrower 
brings those accounts current prior to close. 

Judgments, Garnishments, 
Liens, and Potential Liens 

!ƭƭ ŘŜƭƛƴǉǳŜƴǘ ŎǊŜŘƛǘ ƻōƭƛƎŀǘƛƻƴǎ ǘƘŀǘ ƘŀǾŜ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ǘƻ ŀŦŦŜŎǘ ǘƘŜ ǎǳōƧŜŎǘ ƳƻǊǘƎŀƎŜΩǎ 
ƭƛŜƴ Ǉƻǎƛǘƛƻƴ ƻǊ ŘƛƳƛƴƛǎƘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ Ŝǉǳƛǘȅ ƛƴ ǘƘŜ ǎǳōƧŜŎǘ ǇǊƻǇŜǊǘȅ must be paid off at 
or before closing, including, without limitation: 

¶ Delinquent taxes, delinquent property taxes, tax liens, judgments, garnishments, and 
ƳŜŎƘŀƴƛŎǎΩ ƻǊ ƳŀǘŜǊƛŀƭƳŜƴΩǎ ƭƛŜƴǎ 

 
Verification of sufficient funds to satisfy these obligations must be documented, and 
evidence of the payoff or satisfaction must be provided.  Payment plans or subordination 
are not allowed. 

Aggregate Charge-Offs and 
Collection Accounts 

Accounts reporting within the past 24 months are permitted when isolated accounts have 
less than a $500 cumulative balance.  These accounts may be left open provided they do 
not affect title. 

Consumer Credit 
Counseling (CCC) 

Borrowers must provide a satisfactory explanation for participating in Consumer Credit 
Counseling.  A borrower may be eligible while they are in CCC provided all of the following 
criteria are met: 

¶ Credit score requirements are met; 

¶ vǳŀƭƛŦȅƛƴƎ Ǌŀǘƛƻǎ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ƻƴ ǘƘŜ ŎǊŜŘƛǘƻǊΩǎ ƳƛƴƛƳǳƳ ƳƻƴǘƘƭȅ ǇŀȅƳŜƴǘ όǇŜǊ ǘƘŜ 
credit report) versus the reduced CCC payment; 

¶ All accounts are current; and 

¶ Cash out refinance transactions are ineligible. 
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Debt Obligations 
 

Alimony and Child Support:   
Include if it will continue for > 10 months under a legal agreement.  May not be deducted from income.  
Obligation document must be obtained. 
 
Authorized User 

 Include in DTI but cannot be considered to meet minimum tradeline requirements. 
 

Bridge Loans 
 Include in DTI.  Proceeds cannot be used for reserves. 
 

.ǳǎƛƴŜǎǎ 5Ŝōǘ ƛƴ .ƻǊǊƻǿŜǊΩǎ bŀƳŜ 
 Include in personal DTI unless all of the following are met: 

¶ Evidence of payment by business for the past 12 months, and 

¶ No 30 day late payments in the last 12 months, and 

¶ Cash flow analysis of the business considered the payment as a debt. 
 

If debt is included in personal DTI, it should not be counted against the business. 
 
Contingent Liability (CoSigned Loans) 
Must be included in the DTI unless there is evidence, such as cancelled checks or automated savings 
withdrawals, that the other party made satisfactory payments for the past 12 months and the account 
is current.  Documentation for any omitted contingent liabilities, such as obligor cancelled checks, must 
be provided in the loan file. 
 
Court-Ordered Assignment of Debt 
If the borrower was not released from liability, it must be included in the DTI or the following 
documents must be provided: 

¶ Copy of the court order assigning the debt, and  

¶ Proof of transfer of ownership. 
 

The payment history of the debt does not need to be considered after the transfer date to another 
party. 
 
Deferred (Projected) Installment Debt (not Student Loans) 
Include loans that are deferred or in forbearance in the DTI.  If the credit report does not indicate the 
monthly amount that will be payable at the end of the deferment periƻŘΣ ŎƻǇƛŜǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
payment letters or forbearance must be obtained to determine the monthly payment that will be 
required at the end of the deferment period, to use for loan qualification. 
 
Deferred Student Loans Only 
If the credit report does not indicate the monthly amount that will be payable at the end of the 
deferment period, 1% of the original principal balance of the student loan may be used to determine 
the monthly payment used for loan qualification. 
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Home Equity Lines of Credit (HELOCs) 
If the HELOC does not require a payment and there is no recurring monthly debt obligation, or if the 
HELOC has a zero balance, no monthly payment needs to be included in the recurring debt obligations. 
See Secondary Financing. 
 
Installment Debt 
Installment debt that is not secured by a financial asset, including student loans, automobile loans and 
timeshares, etc., must be included in the borrower's monthly debt obligations, if there are more than 
ten months remaining. Installment debt with fewer than ten monthly payments remaining should be 
considered as a recurring monthly debt obligation if it significantly affects the borrower's ability to 
meet his or her monthly obligations. 
 

Payoff Installment Debt to Qualify  
Permitted. If debts are being paid off, the source of funds must be documented and verified. If an 
installment debt is paid off at closing, the creditor must provide a payoff statement, and the same 
balance must be reflected as the payoff amount on the HUD-1 Settlement Statement or Closing 
Disclosure. 
 
Pay-Down Installment Debt to Qualify  
If debts are being paid down, the source of funds must be documented and verified. 

 
Lease Payments 
Must be included, regardless of number of months remaining. 
 
Loans Secured by Financial Assets 
Borrowers may use their financial assets (e.g. life insurance policies, 401k accounts, individual 
retirement accounts, certificates of deposit, stocks, bonds, etc.) as security for a loan. The payment is 
not required to be included in DTI if the applicable loan instrument shows the borrower's financial 
asset as collateral for the loan. See Eligible Sources of Funds to Close. 
 
Mortgage Assumptions 
Do not include the contingent liability (PITIA) for a property sold by the borrower with an assumption, 
if all of the following are met:  

¶ Verification that property purchaser has at least a 12-month history of making regular and timely 
payments,  

¶ Evidence of transfer of ownership,  

¶ Copy of the formal, executed assumption agreement, and  

¶ Credit report indicating consistent and timely payments were made. If timely payments for the 
most recent 12-month period cannot be documented, include PITIA for assumed property in the 
borrower's recurring monthly debt obligations. 
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Other Real Estate Owned - Liability 
Other Real Estate Owned documentation is required irrespective of whether or not income from those 
sources is being used to qualify.    

¶ Mortgage payments and related expenses on any real estate owned must be included in the 
ōƻǊǊƻǿŜǊΩǎ ǊŜŎǳǊǊƛƴƎ ŘŜōǘ ƻōƭƛƎŀǘƛƻƴΦ 

¶ Irrespective of whether income is being used to qualify, for each free and clear property owned by 
the borrower, documentation must be provided that each real estate property has no outstanding 
liens. 
o If the borrower states a property is free & clear but mortgage expenses show on Schedule E, or 

there are mortgages which are unaccounted for on the credit report, then documentation is 
required. 

¶ See Current Residence Pending Sales or Conversion. 
 
Property Settlement Buy-Out 
This does not need to be included in the DTI, provided there is documentation to evidence the transfer 
of title of the property. 
 
Revolving Charges/Lines of Credit 
Revolving charge accounts and unsecured lines of credit will be considered long-term debts and 
included in the DTI. If the credit report does not show a required minimum payment amount and there 
is no documentation to support a payment of less than 5%, then 5% of the outstanding balance will be 
used. 
 
Paydown or Payoff of Revolving Debt to Qualify 
If the revolving account is not closed, the debt must be included in the DTI. Paying down revolving debt 
to qualify is not permitted. 
 
Undisclosed Liabilities 
When the credit report reveals a significant debt not listed on the initial application, a written 
explanation from the borrower addressing the omission is required. The absence of a written 
explanation from the borrower will render the loan ineligible. 

 
Unreimbursed Employee Expenses 
When a borrower has out-of-pocket, unreimbursed business, determine the recurring monthly debt by 
developing an average of the expenses from the Schedule A and/or IRS Form 2106 for the number of 
years required. When calculating the total DTI, the average for unreimbursed expenses should be 
ǎǳōǘǊŀŎǘŜŘ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǎǘŀōƭŜ ƳƻƴǘƘƭȅ ƛƴŎƻƳŜΦ 
 
Voluntary Recurring Debt 
Not considered in the underwriting analysis or subtracted from gross income (e.g. 401k contributions, 
401k loans, union dues, commuting expenses, open accounts with zero balances, federal, state, and 
local taxes, or other voluntary deductions). 
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30-Day Accounts 
For open 30-day charge accounts that do not reflect a monthly payment on the credit report, or 30-day 
accounts that reflect a monthly payment that is identical to the account balance, either the borrower must 
have sufficient assets to cover the balance, in addition to funds required for closing costs and reserves, or 
it must be documented that the borrower will receive reimbursement of the charge from his/her 
employer. 
 
If the borrower paid off the account balance prior to closing, provide verification of the payoff in lieu of 
verifying funds to cover the balance.  The borrower must document the source of funds used to pay the 
balance while still having sufficient funds for closing costs and reserves. 
 

Current Residence Pending Sale or Conversion 
 

Pending Sale of Current Residence 
  

Reserve Requirements  

¶ An additional 6 months liquid reserves based on the PITIA of the retained property, and 

¶ Reserve requirements for the new loan per the LTV/CLTV Matrix 
 

DTI Calculation  

Calculate DTI using the PITIA of both the retained property and the new primary residence, or 
qualify based only on the new primary residence PITIA if the following are met: 

¶ Executed, non-contingent sales contract for the current residence, or 

¶ Executed, contingent sales contract and confirmation that any financing contingencies have 
been cleared 
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Conversion of Primary Residence to Second Home or Investment Property 
If the ōƻǊǊƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ ƛǎ ōŜƛƴƎ ŎƻƴǾŜǊǘŜŘ ǘƻ ŀ ǎŜŎƻƴŘ ƘƻƳŜ ƻǊ ƛƴǾŜǎǘƳŜƴǘ 
property, and/or has relocated to temporary housing, an explanation may be required when the 
property being purchased is of lesser value or in the same geographic location.  Additionally, the 
following must be met: 
 

Conversion of Primary Residence to Second Home 

Qualification Qualify with the PITIA of both the retained property and new primary residence 

Reserves 
6 months reserves for the retained property are required, in addition to the greater of 6 
months liquid PITIA reserves or program requirements for the subject property. 

Conversion of Primary Residence to Investment Property 

Qualification 

¶ Borrower must have 30% documented equity* in the retained property to use rental 
income for qualification 

¶ Evidence of receipt of the security deposit from the tenant, deposited into the 
ōƻǊǊƻǿŜǊΩǎ ōŀƴƪ ŀŎŎƻǳƴǘΣ Ƴǳǎǘ ōŜ ƻōǘŀƛƴŜŘ 

¶ A family member, an individual with an Established Relationship with those involved in 
the transaction, or an interested party may not sign the lease agreement as the tenant 

¶ 1 unit requires fully executed current lease agreement 

¶ 2-4 units require a current, fully executed lease agreement for the unit previously 
occupied by the borrower, and the most recent ǘǿƻ ȅŜŀǊǎΩ ǇŜǊǎƻƴŀƭ ǘŀȄ ǊŜǘǳǊƴǎΣ 
including Schedule E, for units not occupied by the borrower or current, fully executed 
lease agreement(s) if the property was not acquired subsequent to filing personal 
income tax returns 

Rental Income  
Analysis 

¶ 1 unit:  75% of actual rent 

¶ 2-4 units:  75% of actual rent for unit previously occupied by borrower, and average 
from Schedule E 

Reserves 
6 months liquid PITIA reserves for the retained property are required, in addition to the 
greater of 6 months liquid PITIA reserves or program requirements for the subject property. 

*Equity in the retained property may be evidenced by an AVM, BPO, or an exterior-only inspection dated no more than 60 
days prior to the Note date.  A borrower-provided report of value is not acceptable to establish value. 

 
 

Income  
To be considered for qualifying purposes, base pay, bonus, and overtime income must have been received for 
a minimum of 2 years. 

¶ If a borrower does not meet the employment history requirement for the two years prior to the date of 
ǘƘŜ ƭƻŀƴ ŀǇǇƭƛŎŀǘƛƻƴΣ ŀƴŘ ǿŀǎ ǇǊŜǾƛƻǳǎƭȅ ƛƴ ǎŎƘƻƻƭ ƻǊ ǘƘŜ ƳƛƭƛǘŀǊȅΣ ƻōǘŀƛƴ ŎƻǇƛŜǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
diploma/transcripts for discharge papers 

¶ To be considered for qualifying, all income must be reasonably expected to continue for the first 3 years of 
the mortgage 

 

Change of Position 
If the borrower has recently changed positions with their employer, MiMutual will determine the effect of 
ǘƘŜ ŎƘŀƴƎŜ ƻƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƭƛƎƛōƛƭƛǘȅΣ ŀƴŘ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ǊŜŎŜƛǾŜ ŀƴȅ ōƻƴǳǎ ƻǊ ƻǾŜǊǘƛƳŜ Ǉŀȅ ƛƴ ǘƘŜ ƴŜǿ 
position.  Documentation from the employer is required to determine if the bonus or overtime will 
continue at the same or greater level. 
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Employment Gaps 
For borrowers with employment gaps within the past two years, written letters of explanation for 
employment gaps over 30 days in the last two years must be obtained. 
 
In addition, borrowers who are re-entering the workforce after an extended absence may have stable 
employment if: 

¶ The borrower has been employed in his or her current job for six months or more, and 

¶ A two-year work history prior to the absence from the workforce is documented. 

 

Furloughed Borrowers 
Borrowers with employment in a state with an active furlough policy must qualify with the reduced 
income. 

¶ Payments from a third party (credit union or other source) to supplement unfunded budgets are not 
permitted, even if the source is approved by the employer. 

¶ Full pay may be used if there is evidence from the employer or third party documentation that the 
furlough will end within the next 60 days. 

 

Temporary Leave 
Temporary leave from work is generally short term in duration, and for reasons of maternity or parental 
leave, short-term medical disability, or other temporary leave types that are acceptable by law or the 
borrower's employer. 
 
If a borrower is currently receiving short-term disability benefits that will decrease to a lesser amount 
within the next three years because they are being converted to long-term benefits, the long-term benefits 
must be used as qualifying income.  It must be determined that during and after temporary leave, the 
borrower has the capacity to repay the mortgage and all other monthly obligations. 
 

Return to Work Prior to When the First Mortgage Payment Will Be Due 
Use the regular employment income received prior to leave. 
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Return to Work After the First Mortgage Payment Will Be Due 

¶ Use the lesser of the leave income or pre-leave regular employment income. 

¶ If the leave income is less than the pre-leave regular employment income: 
o Supplement with available liquid reserves. 
o Total qualifying income may not exceed the gross monthly income received upon return to 

work. 
o Assets required to support the payment may not be counted towards available reserves. 

¶ The following documentation is required: 
o Verification of pre-leave regular income and employment history 
o No evidence or information can exist from the employer indicating borrower does not have the 

right to return to work after leave period 
o Written confirmation of intent to return to work and agreed upon date of return are both 

evidenced by documentation from the employer (or third party service) 
o Verbal Verification of Employment 
Á The borrower is considered employed if the employer confirms the borrower is currently on 

temporary leave 
o !Ƴƻǳƴǘ ŀƴŘ ŘǳǊŀǘƛƻƴ ƻŦ ōƻǊǊƻǿŜǊΩǎ ǘŜƳǇƻǊŀǊȅ ƭŜŀǾŜ ƛƴŎƻƳŜ 
o Amount of regular employment income the borrower received prior to leave 
o All available liquid assets used to supplement the reduced income for the duration of leave 

must be verifiable 
 

Variable Income 
A 2 year history of receipt of all variable income (such as bonus or commissions is required.  A level, 
upward, or previously declining but stabilized trend in earnings must be established.  If the trend is 
declining, the income may not be stable.  Additional analysis must be conducted to determine if any 
variable income should be used, but it may not be averaged over the period when declination occurred. 

 

Documentation Requirements 
At a minimum, employment-related income must be supported by all of the following as they apply. 

 
Paystubs 
Most recent year-to-date paystub(s) covering 30 consecutive days of earnings must be obtained.  
Paystubs must provide adequate evidence of any overtime, bonus and/or commission income being 
used to qualify; must include gross earnings for the current pay period and year-to-date earnings for 
the most recent 30-day period; must be dated no earlier than 30 days prior to the loan application; and 
if borrower is paid hourly, the number of hours worked and year-to-date income must be noted on the 
paystub(s) or other documentation. 
 
The paystub requirement is not met if the employer does not provide a computer-generated or typed 
paystub. When the paystub requirement is not met, the most recent year's income tax returns and a 
written Verification of Employment (VOE) completed in its entirety are both required. 
 
W-2s 
Most recent 2 years W2s, clearly identifying the borrower as the employee and containing the 
ŜƳǇƭƻȅŜǊΩǎ ƴŀƳŜ ŀǊŜ ǊŜǉǳƛǊŜŘ ŦƻǊ ŜŀŎƘ ǎƻǳǊŎŜ ƻŦ ŜƳǇƭƻȅƳŜƴǘ ƛƴŎƻƳŜΦ 
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Written VOE 
If bonus and/or commission income is being used to qualify, a Verification of Employment form must 
be used to confirm ongoing employment and break out bonus and commission earnings. 
A written VOE is required if the Paystub Requirement cannot be met 
A written VOE may not be used in lieu of 2 years W2 forms and current paystubs, and may not be used 
ŀǎ ǎǘŀƴŘŀƭƻƴŜ ŘƻŎǳƳŜƴǘǎ ŦƻǊ ǇǳǊǇƻǎŜǎ ƻŦ ǾŜǊƛŦȅƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜ ŀƴŘ ŜƳǇƭƻȅƳŜƴǘΦ 
 
Verbal VOE 
! ±±h9 ǘƻ ŎƻƴŦƛǊƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ŜƳǇƭƻȅƳŜƴǘ status is required for each borrower within 10 
business days from the Note date (or funding date for escrow states) for employment income. 
Required for each current employer. For self-employed borrowers, see Self-Employment VVOE. For 
borrowers in the military, a military Leave and Earnings Statement (LES) dated within 30 calendar days 
prior to closing, or 31 days for longer months, is acceptable in lieu of a verbal verification or a 
verification of employment through the Defense Manpower Data Center. 
 
If a verbal verification cannot be obtained, a written verification of employment must be utilized to 
confirm employment and must be completed within the same timeframe as a verbal verification of 
employment. 
 

Third Party Service  

If a third party service is used to verify employment (e.g., The Work Number), the following applies: 

¶ Request to third party must be within 10 business days prior to the Note date. 

¶ Employment verification between employer and third party must be within 35 calendar days of 
the Note date. 
 

Verbal Verification of Employment Con tents  
A VVOE must contain all of the following information: 

¶ Date of contact 

¶ .ƻǊǊƻǿŜǊΩǎ ŘŀǘŜ ƻŦ ŜƳǇƭƻȅƳŜƴǘΣ ŜƳǇƭƻȅƳŜƴǘ ǎǘŀǘǳǎ ŀƴŘ Ƨƻō ǘƛǘƭŜ 

¶ Name, phone number and title of individual contacted at entity, and entity name 
o MiMutual must independently obtain thŜ ǇƘƻƴŜ ƴǳƳōŜǊ ŀƴŘ ŀŘŘǊŜǎǎ ŦƻǊ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 

employer. 

¶ Name and title of associate contacting employer. 
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Self-Employed Confirmation of Employment (VVOE) 
For each business the borrower owns for which income is being used to qualify, a Self-Employed 
Confirmation of Employment (VVOE equivalent) is required to confirm the existence of the business 
through a third-party source within 30 calendar days from the Note date (or funding date for escrow 
states).  The following are required: 

¶ ±ŜǊƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ŜȄƛǎǘŜƴŎŜ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ ŦǊƻƳ ŀ ǘƘƛǊŘ ǇŀǊǘȅΣ ǎǳŎƘ ŀǎ ŀ /t!Σ 
regulatory agency, or the applicable licensing bureau, and 

¶ ±ŜǊƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘŜ ƭƛǎǘƛƴƎ ŀƴŘ ŀŘŘǊŜǎǎ ŦƻǊ ǘƘŜ .ƻǊǊƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ ǳǎƛƴƎ ŀ ǘŜƭŜǇƘƻƴŜ ōƻƻƪΣ ǘƘŜ 
internet, or directory assistance, and 

¶ If contact is made verbally with a third party, document the source of the information obtained and 
the name and title of associate. 

¶ If a verbal verification cannot be obtained, a written verification of employment must be utilized to 
confirm employment and must be completed within the same timeframe that would be required 
for a (VVOE) within 30 calendar days from the Note date (or funding date for escrow states) 

 
Tax Returns 

 
Personal Tax Returns  

¶ LŦ ŀ ōƻǊǊƻǿŜǊΩǎ ǉǳŀlifying income is limited to salaries or wages reported on IRS Form W2, or 
ǘƘŜ ōƻǊǊƻǿŜǊ ƻǊ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦŀƳƛƭȅ ŘƻŜǎ ƴƻǘ ƻǿƴ ŀ нр҈ ƻǊ ƎǊŜŀǘŜǊ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ ŎƻƳǇŀƴȅ 
ƎŜƴŜǊŀǘƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ²н ǿŀƎŜǎΣ ǇŜǊǎƻƴŀƭ ǘŀȄ ǊŜǘǳǊƴǎ ŀǊŜ ƴƻǘ ǊŜǉǳƛǊŜŘ όƛŦ ǘƘŜ Ǉŀȅǎǘǳō 
requirement has been met) 

¶ For all other borrowers, at least two years of signed and dated personal tax returns are 
required.  
o Personal income tax returns (Form 1040) must be complete with all schedules and W2s, 

1099s, K1s, etc 
o Tax returns must be signed and dated. Signature date must be on or prior to date of 

consummation of the loan (generally, date closing documents are signed, but may vary by 
state) 

o aǳǎǘ ōŜ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻǇȅ ƻŦ ǘƘŜ ǊŜǘǳǊƴ ŦƛƭŜŘ ǿƛǘƘ ǘƘŜ Lw{ 
o IRS transcripts may not be used in lieu of obtaining personal tax returns 

 
Business Tax Returns 

¶ Two years business tax returns are required for each business in which the borrower has a 25% 
or greater ownership interest 
o LŦ ŀƴȅ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ²н ǿŀƎŜǎ ŀǊŜ ōŜƛƴƎ ƎŜƴŜǊŀǘŜŘ ōȅ ŀ ōǳǎƛƴŜǎǎ ƛƴ ǿƘƛŎƘ ǘƘŜ borrower 

has a 25% or greater ownership interest, this requirement applies 
o Business tax returns must be complete with all attachments and schedules, including K1s if 

applicable 
o Tax returns must be signed and dated.  Signature date must be on or prior to the date of 

consummation of the loan (generally, the date the closing documents are signed, but 
definition may vary by state) 

o Must be the final version filed with the IRS 
o IRS transcripts may not be used in lieu of obtaining business tax returns 
o Business tax returns will not be required for businesses reporting K1 earnings if: 
Á The two most recent years K1s reporting for that business both report positive self-

employment earnings, and 
Á The income from the K1 earnings is not used to qualify 
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Amended Tax Returns  
Amended income tax returns filed by the borrower with the IRS are acceptable in the following 
circumstances: 

¶ Tax returns filed prior to application are acceptable for underwriting purposes. Both the original 
filed return and the amended return are required. If the file was amended 60 days or less prior 
to the application, evidence of payment must also be provided. 

¶ Tax returns filed after the application date may be acceptable when accompanied by the 
following: 
o A letter of explanation regarding the reason for the re-file 
o Evidence of filing 
o Payment and the ability to pay the tax if the check has not cancelled 
o Borrower does not require use of amended income for qualification 

 
Tax Transcripts 

 
Personal  

¶ IRS transcripts may NOT be used in lieu of personal tax returns 

¶ A tax transcript must be obtained for all personal tax returns for every borrower whose income 
or loss is being used to qualify, for each tax year covered by the income documentation used to 
qualify the borrower(s). 

¶ If tax transcripts are not yet available, the loan file must contain a copy of an IRS or vendor 
document showing that no transcript is available. 

 
Business 

¶ IRS transcripts may NOT be used in lieu of business tax returns. 

¶ Business tax return transcripts are required for every business entity where the borrower has a 
25% or greater ownership interest, when the income or loss is being used to qualify. 

¶ If tax transcripts are not yet available, the loan file must contain a copy of an IRS or vendor 
document showing that no transcript is available. 

 
Income Variations  

¶ !ƴȅ ƛƴŎƻƳŜ ǾŀǊƛŀǘƛƻƴǎ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊΩǎ ƛƴŎƻƳŜ Ҕ мр҈ ŦǊƻƳ ǘƘŜ Ƴƻǎǘ ǊŜŎŜƴǘ ǘŀȄ ǘǊŀƴǎŎǊƛǇǘ 
must be adequately explained. 

 
Information Variations  

¶ Any information obtained through a transcript that is more comprehensive than the tax forms 
in the file (i.e., information on a 1040 transcript, where only a W2 was required by the program 
guidelines and used to underwrite the loan) must be accounted for when underwriting the 
borrower 

 
Returns Not Yet Filed  

¶ For tax transcript timing requirements, see Fannie Mae Selling Guide B1-1-03 

¶ Provide an IRS Verification of Non-Filing if not yet filed. 
 
W-2 Transcript in Lieu of 1040  

¶ W-2 transcripts are not acceptable in lieu of form 1040 transcripts. 

¶ IRS transcripts may NOT be used in lieu of W-нΩǎΦ 
Back to Top 



Jumbo Underwriting Guidelines  |  Jumbo Core 

03.26.2018                                                                                                                                                                                                                127 

Family Owned Business 
LŦ ŀ ōǳǎƛƴŜǎǎ ƎŜƴŜǊŀǘƛƴƎ ŀƴȅ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ²н ŜƳǇƭƻȅƳŜƴǘ ŜŀǊƴƛƴƎǎ ƛǎ ŦŀƳƛƭȅ ƻǿƴŜŘΣ ǘƘŜ ōƻǊǊƻǿŜǊ 
is considered self-employed unless: 

¶ A letter is obtained from the business accountant verifying that the borrower does not have a 25% 
or greater ownership interest in the business (and stating the actual ownership interest), and 

¶ Either of the following are obtained:  
o {ƛƎƴŜŘ ŎƻǇƛŜǎ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƭŀǎǘ 2 years personal tax returns supporting no ownership 

interest, or 
o ! ǎƛƎƴŜŘ ŎƻǇȅ ƻŦ ǘƘŜ ŎƻǊǇƻǊŀǘŜ ǘŀȄ ǊŜǘǳǊƴǎ ǎƘƻǿƛƴƎ ōƻǊǊƻǿŜǊΩǎ ƻǿƴŜǊǎƘƛǇ ǇŜǊŎŜƴǘŀƎŜ ŀǎ ƭŜǎǎ 

than 25%. 
 

Bonus and Overtime 
Bonus or overtime income may be acceptable if it has been received for a period of more than two 
years. All of the following are required: 

¶ Current paystub(s),  

¶ Most recent two year's W 2s,  

¶ Verbal Verification of Employment, and 

¶ Written Verification of Employment (VOE) 
 

Commission Income 
Commission income may be acceptable if it has been received for at least two consecutive years. For 
all borrowers whose commission earnings are being used to qualify, irrespective of the percentage of 
ǘƘŀǘ ōƻǊǊƻǿŜǊΩǎ ǘƻǘŀƭ ŀƴƴǳal income, all of the following are required: 

¶ Most recent paystub(s),  

¶ Most recent two years W2s or 1099s,  

¶ Most recent two years personal income tax returns with all schedules, 

¶ Verbal Verification of Employment, and 

¶ Written Verification of Employment, employer letter, or equivalent itemizing commission income 
 

Military Income 
Military personnel may be entitled to different types of pay in addition to their base pay. Hazard or 
flight pay, rations, clothing allowance, quarters allowance and proficiency pay may be counted as 
income if they are verified as regular and continuous. 
 

Reserves or National  Guard - Not Called to Active Duty  

Military Reservists who have not been called to active duty may use their military reserve income 
to qualify, as long as they can provide a two-year history of receipt of the income. 
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Reserves or National Guard - Called to Active Duty:  
If one of the Borrowers is on active duty or was called to active duty after the loan application was 
taken, the following must occur: 

¶ The borrower must certify that the subject property is his or her primary residence. 

¶ The subject property must be vacant (unless occupied by a spouse or legitimate immediate 
family member), will remain vacant, and will again be the borrower's primary residence when 
the temporary assignment is completed. 

¶ The subject property cannot be rented or tenant-occupied. 

¶ The borrower must certify that he or she will return to the subject property as his or her 
primary residence upon completion of the temporary assignment. 

¶ The borrower must provide documentation regarding the temporary assignment (orders 
supporting the assignment, including duration). 

 
Borrower Qualification  
If the loan is a rate/term refi of a primary residence and the mortgage payment is not changing or is 
ōŜƛƴƎ ǊŜŘǳŎŜŘΣ ǉǳŀƭƛŦȅ ǘƘŜ ōƻǊǊƻǿŜǊ ǳǎƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎǳǊǊŜƴǘ Ƨƻō ŀƴŘ ƛƴŎƻƳŜΦ 
 
If the loan is a purchase, cash-ƻǳǘ ǊŜŦƛΣ ƻǊ ǊŀǘŜκǘŜǊƳ ǊŜŦƛ ŀƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ Ǉŀȅment is increasing, 
or ŀ ǎŜŎƻƴŘ ƘƻƳŜ ǇǳǊŎƘŀǎŜ ƻǊ ǊŜŦƛƴŀƴŎŜΣ ǘƘŜƴ ǳǎŜ ǘƘŜ ƭŜǎǎŜǊ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǊŜǎŜǊǾƛǎǘ Ǉŀȅ ƻǊ 
their current job (or a combination of reservist pay and current job pay ς i.e. current employer pays 
reservist their standard pay minus reservist income). 

 
Other Employment Income Sources 

 
Automobile Allowance  

Auto allowances are considered stable income if the income has been received for the past two 
years. Include all associated business expenditures in DTI. Either cash flow or income and debt 
approach may be used to qualify. If not reported on IRS Form 2106, then use income and debt 
ŀǇǇǊƻŀŎƘΣ ŀŘŘƛƴƎ ǘƘŜ ŀƭƭƻǿŀƴŎŜ ǘƻ ǘƘŜ ƳƻƴǘƘƭȅ ƛƴŎƻƳŜ ŀƴŘ ǎƘƻǿƛƴƎ ǘƘŜ ƭŜŀǎŜ ƛƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
debt. 
 
Multiple Employers  
A borrower may have a history that includes different employers (e.g. nurses, union employees) as 
long as the income has been consistently received. 
 
Non-Taxable Income  
If the income is verified as non-taxable, and the income and tax-exempt status are likely to 
continue, the percentage of nontaxaōƭŜ ƛƴŎƻƳŜ ǘƘŀǘ Ƴŀȅ ōŜ ŀŘŘŜŘ ǘƻ ǘƘŜ ŎƻƴǎǳƳŜǊΩǎ ƛƴŎƻƳŜ 
cannot exceed the appropriate tax rate for the income amount. 
 
Part -Time Income and Second Jobs 

A borrower should have a minimum of two years of uninterrupted history on all part-time, second, 
or multiple jobs in order to include the income for qualification purposes.  Follow documentation 
requirements for the specific second job type. 
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Seasonal Income 
Seasonal part-time or seasonal second job employment may be acceptable if the borrower has 
worked in the same job or same line of seasonal work for the most recent 2 years.  All of the 
following must be obtained: 

¶ Most recent paystub(s), if available,  

¶ Most recent two years W2s or personal income tax returns with all schedules, and  

¶ ²ǊƛǘǘŜƴ ŎƻƴŦƛǊƳŀǘƛƻƴ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŜƳǇƭƻȅŜǊ ǘƘŀǘ ǘƘŜǊŜ ƛǎ ŀ ǊŜŀǎƻƴŀōƭŜ ŜȄǇŜŎǘŀǘƛƻƴ ǘƘŀǘ 
the borrower will be rehired for the next season. 

 
Teachers 
Annual salary must be verified. Stipends or supplemental income must be documented as regular 
and continuous. 

¶ Borrowers with a contract for their first year of employment, who have started work but have 
not received a paystub, must provide all of the following:  
o Copy of contract,  
o Written Verification of Employment, and  
o Verbal Verification of Employment. 

¶ Borrowers with a contract for their first year of employment with the school district must be on 
the job prior to closing. 

¶ For teacher income paid over a 10-month period and obtaining financing during the summer 
months when income is not being received, all of the following must be obtained:  
o Final year-end paystub from the school,  
o Verbal Verification of Employment, and  
o Copy of the contract indicating that the borrower is paid over a 10-month period.  

 
The borrower must be qualified based on the income received on the final year-end paystub. 

 
Tip Income  
Must have been received for 2 years. Current paystubs and most recent 2 years W2s must be 
provided. 
 
Unemployment Benefits  

Unemployment benefits, such as those received by seasonal workers, must have been received for 
the past two years and be predictable and likely to continue for the next three years from the date 
of the application. Most recent two years personal income tax returns with all schedules must be 
provided.  Income must be clearly associated with seasonal layoffs and expected to recur. 
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Other Non-Employment Income Sources 
 

Alimony and Child Support  

Alimony and child support payments will be considered provided the payment terms confirm that 
ǘƘŜ ƛƴŎƻƳŜ ǿƛƭƭ ŎƻƴǘƛƴǳŜ ŦƻǊ ǘƘŜ ŦƛǊǎǘ о ȅŜŀǊǎ ƻŦ ǘƘŜ ƳƻǊǘƎŀƎŜΦ CƻǊ ŎƘƛƭŘ ǎǳǇǇƻǊǘΣ ƛŦ ǘƘŜ ŎƘƛƭŘΩǎ ŀƎŜ ƛǎ 
not clearly defined, additional documentation to ensure that income can be expected to continue 
for the first 3 years of the mortgage must be obtained. A copy of the legal agreement and evidence 
of stable receipt for at least the past 6 months will need to be documented. 
 
Asset Depletion  

Asset depletion, annuitization of employment-related assets as qualifying income, or amortization 
of assets are not permitted. 
 
Boarder Income  
Not allowed. 
 
Capital Gains 

A 2-year history and sufficient assets must remain to generate ongoing income at the level used for 
qualifying for 3 years. 
 
Foster Care Earnings 
A letter from the organization providing the income, and copies of deposit slips or bank statements 
confirming regular payments must be obtained. 
 
Interest and Dividend Income  

Must document assets are not depleted and are sufficient to continue for the first 3 years of the 
mortgage. May be used as long as tax returns or account statements support a two-year receipt 
history. This income must be averaged over the two years. Any funds that are derived from these 
sources, and are required for the cash investment, will be subtracted before calculating the 
projected interest or dividend income. 
 
Long-term Disability  

Documented long-term disability can be assumed to be on-going. 
 
Non-taxable Income  

If the income is verified as non-taxable, and the income and tax-exempt status are likely to 
continue, the perceƴǘŀƎŜ ƻŦ ƴƻƴǘŀȄŀōƭŜ ƛƴŎƻƳŜ ǘƘŀǘ Ƴŀȅ ōŜ ŀŘŘŜŘ ǘƻ ǘƘŜ ŎƻƴǎǳƳŜǊΩǎ ƛƴŎƻƳŜ 
cannot exceed the appropriate tax rate for the income amount. 
 
Notes Receivable 

Two-year history required. Provide all of the following: 

¶ Copy of Note,  

¶ Most recent 2-year personal income tax returns with all schedules showing receipt of Note 
income, and 

¶ Bank statements showing regular deposit of funds. Must continue for first 3 years of new loan. 
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Other Real Estate Owned ɀ Income 
Current leases are not required if income from these properties are not being used to qualify and 
the entire payment is being included in debt calculations. 
 
The use of rental income requires a fully executed current lease in order to use consumer rental 
income for qualifying purposes. 

¶ Leases must be provided for both subject property and for each rental unit the borrower owns 
for which consumer rental income is being used to qualify, irrespective of whether rents from 
that unit(s) are supported by the Schedule E. 
o Use of market rents or other approaches for determining rental income are not acceptable. 
o For ALL leases that have gone beyond the original term and have rolled over into month-to-

month tenancy, in order to use rental income for qualifying, the following must be 
obtained: 
Á Copy of the most recent lease, and 
Á Current documentation of receipt of rent 
 

 
 
 
 
 
 

Public Assistance 

A two-year history of receipt of income and letters or exhibits from the paying agency establishing 
the amount, frequency and duration of these payments must be obtained. Assistance must be 
expected to continue for at least first three years of loan. 
 
Retirement, Pension, Annuity and IRA and 401(k) Distributions  

¶ Requires evidence of continuance for first 3 years of mortgage. 
o Evidence of continuance of corporate, government, social security, VA, or military 

retirement/pension need not be documented 
o For other types, establish that there are sufficient funds remaining to meet the 3-year 

requirement by a Net Value Determination: 
Á Borrowers of retirement age (generally 59 ½ or older): Use 70% of the vested value less 

any funds from the account being used for the subject transaction and any outstanding 
loans against the account 

Á Borrowers not of retirement age: Use 60% of the vested value less any funds from the 
account being used for the subject transaction and any outstanding loans against the 
account 

¶ To establish the monthly income for qualifying purposes, copies of award letters or letters from 
the organizations providing the income and one of the following must be obtained: 
o Most recent personal income tax return with all schedules, or 
o Most recent W2 or 1099, or 
o Most recent two months bank statements showing deposit of funds.  

¶ The Borrower must have unrestricted access without penalty to the accounts. 
 

Back to Top  

NOTE:  άwƻƭƭŜŘ-ƻǾŜǊέ ƭŜŀǎŜǎ ŀǊŜ ǘȅǇƛŎŀƭ ƛƴ ǎƻƳŜ ǎǘŀǘŜǎΣ ƛƴŎƭǳŘƛƴƎ /ŀƭƛŦƻǊƴƛŀΣ ǿƘŜǊŜ ŀƭƭ 
leases rollover to month-to-month agreements at the end of the lease term, unless 
otherwise modified. This is to support compliance with the Stability of Income 
requirements of Appendix Q. 
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Royalties  
Ongoing income received from royalty payments, such as income from a work paid to its author or 
composer may be eligible. All of the following must be provided:  

¶ Documentation that income can be expected to continue for first 3 years of mortgage,   

¶ 2-years personal income tax returns, and  

¶ Most recent 12 months bank statements showing deposit of funds. 
 
Social Security Income  
SSI for retirement or long-term disability will not have a defined expiration date and therefore is 
expected to continue. However, if not for retirement or long-term disability, evidence that the 
remaining term is expected to continue for first 3 years of mortgage must be documented. One of 
the following must be obtained:  

¶ Social Security Administration award letter,  

¶ Most recent personal income tax returns with all schedules,  

¶ Most recent SSA-1099, or  

¶ Most recent bank statements showing deposit of the funds. 
 
Trust Income  

Continuance of the trust income must be verified for first 3 years of mortgage. A copy of the Trust 
Agreement or Trustee Statement must also be obtained to document the following:  

¶ Total amount of designated trust funds,  

¶ Terms of payment,  

¶ Duration of trust, and  

¶ What portion, if any, of income to borrower is not taxable. 
 

If the Trust Agreement or trustee's statement does not provide the historical level of distributions, 
either the most recent two year's personal income tax returns with all schedules, or most recent 
two year's 1041 fiduciary tax returns with all schedules must be obtained. 
 
 
 
 
 
 
VA Benefits 

Letter or distribution form from VA verifying that income can be expected to continue for three 
years must be obtained. Retirement and long-term disability can be expected to continue. 

 
Back to Top  

NOTE:  A borrower's trust income may be taxed at a lower rate or it may be part of a 
partnership that writes off losses, which may result in no tax liability. Trust income is reported 
on the 1041 fiduciary income tax return, which includes a K-1 schedule. All beneficiaries of trust 
income receive an IRS Form K-1 from the trust. 
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Self-Employment Income 
Self-employment, Schedule C and Schedule F documentation are not required if income from those 
sources is not being used to qualify. 
 
A Borrower is considered to be self-employed if either of the following conditions are true: 

¶ If the borrower has a 25% or greater ownership interest in a business (including a business than 
generates a borrƻǿŜǊΩǎ ²н ŜŀǊƴƛƴƎǎύΣ ƻǊ ǊŜŎŜƛǾŜǎ млффǎ ǘƻ ŘƻŎǳƳŜƴǘ ƛƴŎƻƳŜ 

¶ Borrower files an IRS form Schedule C or Schedule F  
 

Evidence that the borrower has at least two consecutive years of self-employment operating the same 
business in the same general location is required to demonstrate sufficient income stability for the 
income from that business to be considered in qualifying.  All of the following are required: 

¶ Most recent two years of signed and dated personal tax returns with all schedules are required for 
all Borrowers who are considered self-employed 

¶ Two years of signed and dated business tax returns 

¶ A year-to-date Profit & Loss Statement and a Balance Sheet must be obtained for each sole 
proprietorship filing Schedule C or Schedule F, when income from that business is being used to 
qualify. P&Ls and Balance Sheets are not required to be signed and dated, but if they are signed 
and dated, the signature date must be prior to the loan consummation date.  

¶ VVOE Self-Employment Confirmation of Employment. 
 

Profit & Lo ss Statements / Balance Sheets 

Profit and Loss Statement and Balance Sheet are not required if net earnings are positive and 
income is not being used to qualify. 
 
A signed, year-to-date Profit and Loss Statement and Balance Sheet are required for each business 
where income or losses are reported on IRS form Schedule C or Schedule F, and for businesses in 
which the 
Borrower has a 25% or greater ownership interest, irrespective of which tax form or schedules the 
borrower uses to report income or losses, when the income or loss from that business is being used 
to qualify. 

¶ Net losses from Self-Employment and/or Non-Employment Related sources must be deducted 
from qualifying income, unless the business or activity producing the losses is documented to 
be discontinued. 

¶ If tax returns for the previous year are not yet available, an additional year-end P&L and 
Balance Sheet for that year is required for each business when the income or loss from that 
business is being used to qualify. 

¶ The P&L and Balance Sheet provided must cover at least through the period ending in the most 
recent quarter that ended one month prior to the application date. For example: 
o Application date July 21, 2015 - 
Á One month prior to application date is June 21, 2015. Most recent quarter end prior to 

June 21, 2015 is March 31. 
Á P&L and Balance Sheet must cover the period through the end of Q1, March 31, 2015 

o Application date August 3, 2015 - 
Á One month prior to application date is July 3, 2015. Most recent quarter end prior to 

July 3, 2015 is June 30. 
Á P&L and Balance Sheet must cover the period through the end of Q2, June 30, 2015. 

Back to Top 
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Self-Employment Losses 
Net losses from self-employment and non-employment related sources must be deducted from 
qualifying income, regardless of the longevity of the business activity, unless the business or activity 
producing the losses is documented to be discontinued. 

¶ Schedule C or F net losses must be deducted from qualifying income, regardless of the longevity of 
the business activity, unless the business producing the losses is documented to be discontinued. 

 

Income Analysis Worksheet 
A worksheet detailing income, debt, and DTI calculations must be in the file, supporting the data on the 
мллу ŀƴŘ ŘŜƳƻƴǎǘǊŀǘƛƴƎ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ !ōƛƭƛty to Repay.  All self-employed income is required to be 
analyzed on FNMA Form 1084. 
 
¢ƘŜ ŀƴŀƭȅǎƛǎ Ƴǳǎǘ ƛƴŎƭǳŘŜ ǘƘŜ ǳƴŘŜǊǿǊƛǘŜǊΩǎ ǿǊƛǘǘŜƴ ƧǳǎǘƛŦƛŎŀǘƛƻƴ ŀƴŘ ŎŀƭŎǳƭŀǘƛƻƴ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ŀƴȅ ƴƻƴ-
standard income (e. g. bonus, overtime, rental, commission), and must include support for any debts that 
are excluded from the debt-to-income ratios. 

 

Unacceptable Income Sources 
¶ Future income 

¶ Income derived from: 
o Farming, when the subject is being used for a specific purpose, such as a vineyard or bottling barn 
o Gambling 
o Subject property with land being leased to another party 
o Sources outside the United States 

¶ Income that is temporary or a one-time occurrence 

¶ Lump sum payments of lottery earnings, inheritances, or lawsuit settlements that are not ongoing 

¶ Mortgage Credit Certificates (MCCs), Section 8 vouchers, Housing Authority subsidies 

¶ Non-incidental income received from farming/agricultural use of a property 

¶ wŜƴǘŀƭ ƛƴŎƻƳŜ ǊŜŎŜƛǾŜŘ ŦǊƻƳ ōƻǊǊƻǿŜǊΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜ όƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ ƻǊ ƻƴŜ ǳƴƛǘ ǇǊƻǇŜǊǘȅ 
with accessory unit) or second home 

¶ Retained Earnings in a company 

¶ Stock options 

¶ Taxable income not declared on personal income tax returns 

¶ Income from trailing coborrowers 

¶ VA Education Benefits 

¶ Any unverified source 

¶ Foreign income 

¶ Income derived from an activity that is deemed illegal by federal or state law 
o Income derived from a business that is legal by state law but illegal by federal law cannot be 

considered 
 
 

Back to Top  
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Assets 
 

General Documentation Requirements ς Funds to Close 
¶ All downpayment funds, funds to close, and reserves must be documented and verified.  Electronic 

verifications are acceptable.  
¶ Recently opened accounts and recent large deposits (generally greater than 25% of the monthly 

income) must be explained and documented. 
¶ Unverified funds may not be used for downpayment, closing costs, or reserves. 
¶ Unless otherwise specified in Funds to Close or Reserves, acceptable asset documentation includes: 

o 2 consecutive monthly account statements (dated within 30 days of application), or 
o Quarterly or annual account statements dated greater than 30 days and less than 90 days are 

acceptable with verification that funds are still available 
o Direct verification by a third party verification vendor meeting the requirements of FNMA Selling 

Guide B3-4.2-01, Verification of Deposits and Assets, is acceptable 
¶ A VOD may not be used as standalone documentation, but may be used along with one month account 

statement 
o If no average balance is provided on the VOD, then two months account statements are required 

 
Earnest Money Deposit 
Sales contract deposits must be verified by one of the following: 

¶ Copy of the cancelled check 

¶ Copy of the deposit check and proof the check was cashed 

¶ Verification of sufficient funds on deposit in the depository account for the down payment, closing 
costs, etc. 

 
The source of funds for the deposit must be verified (e.g., account statement) as well as the source of 
the deposit check.  Ensure that the deposit is not counted twice in the file (deducted from the funds to 
close and counted in assets. 

 
Back to Top 
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Eligible Sources of Funds to Close 
 

1031 Exchange 
A 1031 Exchange is an acceptable source of funds on an investment property purchase transaction 
only, subject to the following: 

¶ The 1031 Exchange cannot be an exchange of a partnership or limited liability corporation interest 

¶ The name of the taxpayer on the sale of relinquished property must be the same as the purchaser 
of the subject property 

¶ Relinquished property sale must close before or simultaneously with the property acquired 

¶ The following documentation is required for both properties in simultaneous closings: 
o Sales contract or escrow instructions 
o Appraisal 
o Preliminary title report 
o Exchange Agreement identifying the holder of funds, buyer and seller, expiration date, agreed-

upon value, closing date, closing costs, conditions of transfer and repairs, if required 

¶ {ǘŀǘŜƳŜƴǘ ƻŦ .ƻǊǊƻǿŜǊΩǎ 9ǉǳƛǘȅΣ ŎŀƭŎǳƭŀǘŜŘ ŀs the lower of: 
o Sales price from the sales contract, 
o Gross trade value from the sales contract less the sum of the transfer fees and all lien balances 

on the currently-owned property, and transfer fees on the new property, or 
o Appraised value of the borroweǊΩǎ ŎǳǊǊŜƴǘƭȅ-owned property plus any new transfer fees on the 

new property 

¶ The following documentation is required for 1031 Exchange transactions occurring prior to the 
purchase of the new property: 
o HUD-1/Closing Disclosure for both properties 
o Exchange Agreement 
o Sales Contract or Escrow Instructions for both properties 
o Verification of funds from the Exchange holder 

 
Bank/Financial Institution Accounts 
Individual and joint bank accounts, Certificates of Deposit (CDs), Money Market funds.  Savings Bonds 
with evidence of redemption. 

 
Bridge Loans 
Must be included as a liability for qualifying purposes.  A copy of the Note must be in the loan file.  If 
no monthly payment is required, calculate an interest only payment at the contract rate.  Bridge loans 
may not be cross-collateralized against the subject property.  Proceeds from bridge loans may not be 
used to meet reserve requirements.   
 
Business Assets 
May be used if the borrower is 100% owner of the business and a letter from a licensed CPA is 
obtained to confirm that the withdrawal will not negatively impact the daily operations of the business. 
 

Back to Top  
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Credit Card Financing 
Credit card financing cannot be used for any part of the downpayment, including the EMD.   

 
Employer-Provided Subordinate Financing 

 See Secondary (Subordinate) Financing. 
 

Foreign Assets 
Foreign assets being used for downpayment and closing costs (funds to close) must be held in a US 
account prior to closing. 
¶ If the assets are derived from the sale of a foreign asset or from assets being held in a foreign 

institution, the assets must be converted into US currency by an independent 3rd party and placed 
in a US financial institution prior to closing 

¶ The sale of the foreign asset and/or conversion of foreign currency must be fully documented and 
verified 

 
Gift Funds 
¶ Primary Residence 

o Gifts are acceptable on loan amounts up to $1,000,000 
o ! ƳƛƴƛƳǳƳ ōƻǊǊƻǿŜǊ ŎƻƴǘǊƛōǳǘƛƻƴ ƻŦ р҈ ƻŦ ǘƘŜ ŦǳƴŘǎ ǘƻ ŎƭƻǎŜ όŀƴŘ ŀƭƭ ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
ǊŜǎŜǊǾŜǎύ Ƴǳǎǘ ōŜ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ own funds 
Á The balance may be paid from any of the acceptable asset sources (such as borrower funds, 

gift funds, or eligible secondary financing) 
o Gift fund documentation:   
Á Gift letter containing the following: 

¶ Amount of the gift 

¶ 5ƻƴƻǊΩǎ ƴŀƳŜΣ ŀŘŘǊŜǎǎΣ ŀƴŘ telephone number 

¶ 5ƻƴƻǊΩǎ ǊŜƭŀǘƛƻƴǎƘƛǇ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊ 

¶ Subject property address  

¶ Donor signature 
o Eligible Donors:  spouse, child, parent, sibling, grandparent, aunt, uncle, domestic partner, 

fiancé, or fiancée 
o Ineligible Donors:  donors may not be, or have any affiliation with, the builder, developer, real 

estate agent, or any other interested party to the transaction 
o Gift funds may not be used for reserves 
o No portion of the gift may be subject to repayment 

¶ Second Home and Investment Property 
o Gifts are not permitted for funds to close nor reserves for second home or investment property 

transactions.  The entire downpayment must be ǇŀƛŘ ŦǊƻƳ ōƻǊǊƻǿŜǊΩǎ ƻǿƴ ŦǳƴŘǎ 

¶ Gifts of Equity  
o Since non-ŀǊƳΩǎ ƭŜƴƎǘƘ κ LŘŜƴǘƛǘȅ ƻŦ LƴǘŜǊŜǎǘ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀǊŜ ƴƻǘ ŜƭƛƎƛōƭŜ ƛƴ ǘƘis program, thus 

Gifts of Equity are not allowed as a source of funds.  See Identity of Interest and Non-!ǊƳΩǎ 
Length Transactions 

Back to Top 
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Income Tax Refund 
 This may be used with verification of receipt of funds and copy of signed personal tax return 
 

Interested Party Contributions (IPCs) 
All IPCs must be disclosed on the CD or settlement statement.  Once the borrower has met the 
minimum borrower contribution of 5%, then IPCs may not exceed 3% of the lesser of the sales price or 
appraised value.   Lender-paid fees are not factored into the contribution limit. 
 
Excess IPCs, as well as sales concessions that take the form of non-realty items, must be subtracted 
from the sales price when determining LTV/CLTV. 
 
Life Insurance, Cash Value 
Requires written statement from life insurance company specifying the amount of net cash value 
available to the borrower, and verification of receipt of funds. 
 
Loans Secured by Financial Assets 
Financial assets (life insurance policies, 401(k)s, IRAs, CDs, stocks, bonds, etc) require the following: 

¶ The terms of the loan 

¶ Verification that the party providing the secured loan is not a party to the sale or financing of the 
property (other than a financial institution) 

¶ Confirmation that the funds have been transferred to the borrower 

¶ Evidence that the loan is secured by an asset owned by the borrower 

¶ The value of the asset (e.g. copy of the appraisal, copy of blue book value) 

¶ The monthly payment must be included in the DTI, unless the applicable loan instrument shows the 
ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ŀǎ ŎƻƭƭŀǘŜǊŀƭ ŦƻǊ the loan 

¶ If the borrower intends to use the same asset to satisfy reserve requirements, reduce the value of 
the asset by the proceeds from the secured loan and any related fees to determine whether the 
borrower has sufficient reserves (also see Assets ς Reserves). 

 
Notes Receivable / Repayment of Loans 
Provide written agreement between the borrower and the recipient of the loan, evidence the funds 
ǿŜǊŜ ǿƛǘƘŘǊŀǿƴ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΣ ŀƴŘ ǾŜǊƛŦƛŎŀǘƛƻƴ ŦǳƴŘǎ ǿŜǊŜ ǿƛǘƘŘǊŀǿƴ ŦǊƻƳ ǘƘŜ ƭƻŀƴ 
ǊŜŎƛǇƛŜƴǘΩǎ ŀŎŎƻǳƴǘ ŀƴŘ ŘŜǇƻǎƛǘŜŘ ƛƴǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀŎŎƻǳƴǘΦ  tǊƻǾƛŘŜ ǾŜǊƛŦƛŎŀǘƛƻƴ ǘƻ ǎǳǇǇƻǊǘ ƛƴŎƻƳŜ 
will continue for at least three years from the date of the application 
 
Retirement Accounts  (IRA, SEP-IRA, KEOGH, 401(k), 403(b)) 

 Most recent statement and evidence funds were withdrawn are required. 
 

Stocks (Listed Company) / Bonds 
Stocks must be vested and unrestricted. Provide current statements or provide copy of certificate and 
dated internet stock list.  Provide proof of liquidation and receipt.  If stocks are in an unlisted 
ŎƻǊǇƻǊŀǘƛƻƴΣ ǇǊƻǾƛŘŜ ŎƻƳǇŀƴȅ /t!Ωǎ ǾŀƭƛŘŀǘƛƻƴ ƻŦ ǇǊƛŎŜ per share and proof of liquidation and receipt.  
LŦ ǘƘŜǊŜ ƛǎ ŀƴ ƛƳǇŀŎǘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƛƴŎƻƳŜΣ /t! must address. 
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Trust Accounts 
Funds disbursed from a trust account where the borrower is the beneficiary are acceptable if the 
borrower has immediate access to the funds. The trust manager or trustee must verify the value of the 
trust account and confirm the conditions under which the borrower has access to the funds.  Receipt of 
funds from trust must be verified.  Accounts that do not allow the borrower to have immediate access 
to the funds for the above stated purposes may not be used as acceptable assets, including funds in 
accounts where the borrower is not the beneficiary, such as custodial accounts. 

  
Wedding Gifts 
Provide a copy of the marriage certificate (not more than 6 months old) and verification of receipt of 
funds through an account statement or deposit slip. 

 

Ineligible Sources of Funds to Close 
¶ Cash on hand 

¶ Custodial accounts (accounts where the borrower is not the beneficiary) 

¶ Donated funds, typically from a church, municipality, or non-profit organization 

¶ Pooled funds, typically from a relative or domestic partner who resides with the borrower 

¶ Employer assistance programs or salary advances 

¶ Gifts of Equity 

¶ Individual Development accounts 

¶ Payment abatements, and other contributions/concessions that are not FNMA-eligible  

¶ Real estate commissions (even if borrower is selling agent on subject transactions) 

¶ Rent credit, option to purchase, or trade equity 

¶ Sales concessions, such as contributions in excess of actual costs, furniture, moving costs, and 
άƎƛǾŜŀǿŀȅǎέ Ƴǳǎǘ ōŜ ǎǳōǘǊŀŎǘŜŘ ŦǊƻƳ ǘƘŜ ǎŀƭŜǎ ǇǊƛŎŜ ǿƘŜƴ ŘŜǘŜǊƳƛƴƛƴƎ [¢±κ/[¢± 

¶ Interest rate buydowns and payment abatements 

¶ Any contributions / concessions not acceptable to Fannie Mae 
 

General Documentation Requirements ς Reserves 
¶ aƛƴƛƳǳƳ ƳƻƴǘƘǎΩ ǊŜǎŜǊǾŜǎ ǎǘŀǘŜŘ ƛƴ ǘƘŜ LTV/CLTV Matrix 

o Minimum number of months reserves is based on the combined amount of all loans secured by the 
subject property 

o Additional reserve requirements and restrictions apply for FTHBs, Current Residence Pending Sale 
transactions, and for Multiple Properties Owned 

¶ Alƭ ǊŜǎŜǊǾŜǎ Ƴǳǎǘ ŎƻƳŜ ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ƻǿƴ ŦǳƴŘǎ ŀƴŘ Ƴǳǎǘ ōŜ ŘƻŎǳƳŜƴǘŜŘ ŀƴŘ ǾŜǊƛŦƛŜŘ 

¶ Reserves are measured by the number of months of the qualifying payment (PITIA) for the subject 
property, unless otherwise noted 

¶ No gifts or borrowed funds may be used for reserves.  See Ineligible Reserve Sources 
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Eligible Sources of Reserves 
 

Liquid Reserves 
Liquid assets that are readily available to a borrower after the mortgage closes, and that are easily 
converted to cash. 
 
 
 

 
Funds in a Bank / Financial Institution  
Individual, joint, or trust (if borrower has access) 
 
CD/Money Market Funds  

 
Savings Bonds 

Acceptable with statement from financing institution confirming borrower is the owner and proof 
of bond value 

 
Stocks (in Listed Corporations) / Bonds  

70% of face value may be used 
 

Retirement Accounts  

For IRA SEP-IRA, KEOGH, 401(k), 403(b):  60% of vested funds may be used, less any outstanding 
loans against the account and related fees. 

 
Business Assets 

Acceptable if borrower files under Schedule C, is 100% owner of the business, and a letter from a 
licensed CPA indicates that the use of funds for reserves will not negatively affect the daily 
operations of the business. 

 
Trust Accounts  
!ŎŎŜǇǘŀōƭŜ ƛŦ ōƻǊǊƻǿŜǊ ƛǎ ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΦ  ¢ƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ǘǊǳǎǘ ŀŎŎƻǳƴǘΣ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ 
immediately access the funds, and the conditions for the borrower to access to the funds must be 
verified by the trust manager or trustee. 

 
Sale of Real Estate Assets 
!ŎŎŜǇǘŀōƭŜ ƛŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǎŀƭŜ ǘǊŀƴǎŀŎǘƛƻƴ ŎƭƻǎŜŘ ǇǊƛƻǊ ǘƻ ǘƘŜ ǎǳōƧŜŎǘ ǘǊŀƴǎŀŎǘƛƻƴΣ ƻǊ ǿƛƭƭ ŎƭƻǎŜ 
concurrently with the subject transaction. 

¶ If closed prior to the subject transaction, provide evidence of the cash the borrower received 
(in their role as property seller) by providing the Closing Disclosure or Settlement Statement 
ŦǊƻƳ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǎŀƭŜ ǘǊŀƴǎŀŎǘƛƻƴΣ ŀƴŘ ǇǊƻǾƛŘŜ ŜǾƛŘŜƴŎŜ ƻŦ ŘŜǇƻǎƛǘ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
account. 

¶ If concurrent close with the subject transaction, provide evidence of the cash the borrower 
received (in their role as property seller) by providing the Closing Disclosure or Settlement 
StateƳŜƴǘ ŦƻǊ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŎƻƴŎǳǊǊŜƴǘ ǎŀƭŜ ǘǊŀƴǎŀŎǘƛƻƴΦ 

 
Back to Top  

NOTE:  If the borrower has an outstanding obligation secured by an asset, that amount must be 
subtracted from the asset value. 



Jumbo Underwriting Guidelines  |  Jumbo Core 

03.26.2018                                                                                                                                                                                                                141 

Foreign Assets 
Acceptable if funds are held in a US account prior to closing. 

¶ If the assets are derived from the sale of a foreign asset or from assets held in a foreign 
institution, the assets must be converted into US currency by an independent third party and 
placed in a US financial institution prior to closing 

¶ The sale of the foreign asset and/or conversion of foreign currency must be fully documented 
and verified 

 

Ineligible Reserve Sources 
¶ 1031 tax-deferred exchange proceeds (primary residences and second homes) 

¶ Business assets, unless company files under Schedule C and borrower is 100% owner of business 

¶ Cash out proceeds 

¶ Credit card financing, cash advance on HELOC, or other line of credit 

¶ Custodial accounts (borrower not beneficiary) 

¶ Donated or pooled funds 

¶ Employer Assistance programs or salary advances 

¶ CǳƴŘǎ ǘƘŀǘ ƘŀǾŜ ƴƻǘ ōŜŜƴ ǾŜǎǘŜŘ ƻǊ Ŏŀƴƴƻǘ ōŜ ǿƛǘƘŘǊŀǿƴ ƻǘƘŜǊ ǘƘŀƴ ǿƛǘƘ ǘƘŜ ƻǿƴŜǊΩǎ ǊŜǘƛǊŜƳŜƴǘΣ 
employment termination, or death 

¶ Gift funds 

¶ Individual development accounts 

¶ Interested party contributions 

¶ Loans secured by other assets 

¶ Loans secured by other real estate 

¶ Real estate commissions 

¶ Sale proceeds from assets 

¶ Stocks in an unlisted corporation, unvested or restricted stocks, unsecured loans secured by other 
assets (including bridge loans, life insurance, or assets from a fund administrator) 

¶ Qualified tuition plans (529 Plan) 
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Collateral 
¶ Appraisals must be ordered through your MiMutual-assigned AMC 

o All appraisals must be fully compliant with the Appraisal Independence Rule and the ECOA Validation 
Rule 

¶ Appraisal Lender/Client must be in the name of MiMutual or TPO.  Appraisals that have been transferred 
from one lender to another are not permitted.  Appraisals generated for third parties are not eligible. 

¶ A full URAR with interior and exterior inspection on appropriate Fannie/Freddie form is required for all 
properties. 
o All appraisals must meet Fannie Mae appraisal requirements, and at least 3 comparable sales must 

have been closed within 12 months prior to the effective date of the appraisal.  Comps must be 
deemed valid and appropriate. 

o Comparable sales used to establish value that are older than six months may indicate that the subject 
property is located in a market experiencing declining values. If any comparable sales are over 6 
months old, the appraiser must comment on the reason for using aged comparable sales 

o FNMA Form 1004MC must be included. 
o Property Inspection Waiver (PIW), ACE, or exterior-only inspections are not allowed. 

¶ {ǳŎŎŜǎǎŦǳƭ {{wǎ Ƴǳǎǘ ōŜ ƻōǘŀƛƴŜŘ ŦǊƻƳ ōƻǘƘ D{9ǎΩ ¦/5tǎ 
 

Appraisal Age 
¶ To be utilized without an update, appraisals must be dated within 120 days of the Note date 

¶ No appraisal may be dated more than 180 days prior to the Note date 

¶ For appraisal reports dated more than 120 days but less than or equal to 180 days from the Note date, 
an appraisal update is required as follows: 
o The appraiser must provide an appraisal update based on their exterior inspection of the subject 

property and knowledge of current market conditions, and 
o The appraiser must acknowledge that the value of the subject property has not declined since the 

original appraisal date. 
o The update must be completed on Fannie Mae Form 1004D or Freddie Mac Form 442, and 
o The update must be dated within 60 days of the Note date. 

 

Appraisal Re-Use 
The use of an appraisal report (expired or unexpired) utilized for a loan that has closed for a subsequent 
transaction is not permitted. 

 
 

Property Eligibility 
 

Eligible Property Types 

¶ SFR, townhomes, row homes, 2 - 4-unit properties  

¶ Condominiums 

¶ Modular Pre-Cut/Panelized Housing (not manufactured).  Treated as SFRs. 

¶ Planned Unit Developments (PUDs) must meet the requirements in the Fannie Mae Selling Guide 
and not be an ineligible PUD  

 
Solar Panels: For homes with solar panels, follow the guidelines in Fannie Mae Selling Guide B2-3-04.  

 
Back to Top  



Jumbo Underwriting Guidelines  |  Jumbo Core 

03.26.2018                                                                                                                                                                                                                143 

Ineligible Property Types 

¶ Properties with greater than 15 acres (truncating acreage for appraisal purposes is not allowed)  

¶ Assisted Living Projects, board and care facilities  

¶ Bed & breakfast, boarding houses  

¶ Builder Model Leaseback  

¶ Cantilevered Property  

¶ Commercial and/or Industrial Properties  

¶ /ƻƳƳƻƴ LƴǘŜǊŜǎǘ !ǇŀǊǘƳŜƴǘǎ όάƻǿƴ ȅƻǳǊ ƻǿƴέύ  

¶ Conversions, including hotel or motel conversions  

¶ Cooperatives (CoOps) 

¶ Exotic or non-traditional types of structures such as dome homes or log homes, houseboats  

¶ Properties without a full kitchen  

¶ Land loans (unimproved properties)  

¶ Leasehold properties  

¶ Properties with pending structural litigation. Non-structural litigation may be considered on a case-
by-case basis.  

¶ Manufactured homes and mobile homes; manufactured home projects  

¶ Mixed Use properties  

¶ tǊƻǇŜǊǘƛŜǎ ƭƻŎŀǘŜŘ ƻƴ LƴŘƛŀƴ όbŀǘƛǾŜ !ƳŜǊƛŎŀƴύ ǘǊƛōŀƭ ƻǊ ¢Ǌǳǎǘ [ŀƴŘΣ ƻǊ άLƴŘƛŀƴ [ŜŀǎŜŘ [ŀƴŘέ  

¶ Resale deed-restricted properties, other than minimum age restrictions (See Deed Restrictions)  

¶ Residential properties with a permanently affixed manufactured home on the property  

¶ Properties with less than 800 square feet of habitable living space  

¶ Time share or segmented ownership projects, tax sheltered syndicate  

¶ Property without full utilities installed to meet all local health and safety standards (e.g.; continuing 
supply of potable water; public sewer or certified septic system)  

¶ Working farms or ranches, hobby farms, hobby ranches or orchards  

¶ Properties not suitable for year-round occupancy  

¶ Property that represents a legal but Non-Conforming use; if zoning regulations prohibit rebuilding 
the improvements to current density in the event of full or partial destruction 

¶ Property zoned and used for commercial or industrial purposes  

¶ Properties held in Life Estates 
 
 
 

Property Condition 
Properties with ratings of C5, C6 or Q6 are not allowed unless the issues that caused the ratings are 
cured prior to closing and the appraiser provides acceptable documentation to show that the property 
now meets C4 or better condition requirements.  
 
Escrow holdbacks are not permitted.  All work must be completed as evidenced by Form 442 / 1004D. 
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State and Geographic Restriction 

¶ MiMutual does not allow mortgage loans secured by:  
o Multiple (2-4) unit properties in the state of New Jersey. 
o Loans that are subject to Texas 50(a)(6), was ever an (a)(6), or subject to 50(f)(2) 
Á For all Texas refinance transactions, a copy of the previous Note or security instrument is 

required to document that the new loan is not a Texas (a)(6) or (f)(2) transaction.  
o Loans secured by properties located on Indian (Native American) tribal land or Indian Trust 

Land or Restricted Land, and/or properties for which borrower has a leasehold interest in same 
 

Condos and PUDs 
¶ All projects must be FNMA-warrantable 

¶ See the LTV/CLTV Matrix for condo restrictions, including score, transaction type, reserves, and 
property state requirements 

¶ For high-rise condos greater than 4 stories, reduce maximum LTV/CLTV by 5% 

¶ Established condo projects only 

¶ Condo conversions must be completed and sold more than 3 years prior to application date.  All units 
must be sold to individuals, not to the developer 

¶ 2-4 unit PUD projects are not eligible. 
 

Eligible Project Review Type 

¶ FNMA Lender Full Review (with CPM), dated within 180 days of the Note.   

¶ All reviews must include FNMA Condo Project Questionnaire Full Form (FNMA Form 1076) or 
equivalent 

 
Ineligible Condo/PUD Types 

¶ New condo projects, or those subject to further phasing or annexation 

¶ Non-warrantable projects 

¶ Condo-Hotel (Condotel) 

¶ Condominium leaseholds 

¶ Co-Operatives 

¶ Common Interest Apartmentǎ όŀƭǎƻ ƪƴƻǿƴ ŀǎ ŎƻƳƳǳƴƛǘȅ ŀǇŀǊǘƳŜƴǘǎ ƻǊ άƻǿƴ ȅƻǳǊ ƻǿƴέύΦ  ! 
project in which individuals have an undivided interest in a residential apartment building and land, 
and have the right of exclusive occupancy of a specific unit in the building.  The project or building 
is often owned by several owners as tenants in common or by a Homeowners Association (HOA). 

¶ Hotel or motel conversions (or conversions of other similar transient properties)  

¶ Houseboat projects 

¶ Investment securities: projects that have documents on file with the Securities and Exchange 
Commission or projects where unit ownership is characterized or promoted as an investment 
opportunity 

¶ Manufactured home projects 

¶ Multi-family condominium dwelling with ownership of more than one unit evidenced by a single 
deed and mortgage 

¶ Projects that permit lockout units (considered multi-family) 
(continued on next page) 
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¶ Projects where the homeowners' association is named as a party to pending litigation, or any 
project that has not been turned over to the homeowners' association for which the project 
sponsor or developer is named as party to pending litigation that relates to the safety, structural 
soundness, habitability, or functional use of the project 

¶ Projects that restriŎǘ ǘƘŜ ƻǿƴŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ƻŎŎǳǇȅ ǘƘŜ ǳƴƛǘΣ ƘŀǾŜ ƳŀƴŘŀǘƻǊȅ ǊŜƴǘŀƭ ǇƻƻƭǎΣ ƻǊ 
guaranteed rent-backs 

¶ Projects where more than 20% of the total space is used for nonresidential purposes 

¶ Projects where a single entity owns more than 10% of the total units in the project 

¶ Projects with recreational leases 

¶ Projects with non-incidental business operations owned or operated by the homeowners' 
association such as, but not limited to, a restaurant, spa, health club, etc. 

¶ PUD and condominium projects that represent a legal but nonconforming use of the land (if zoning 
regulations prohibit rebuilding the improvements to current density in the event of its full or partial 
destruction) 

¶ Time share or segmented ownership projects 

¶ 2-4 unit PUDs 
 

Declining / Soft Market LTV Restriction 
If the appraisal indicates a declining market, or if the property is located in an MSA identified in the Soft 
Markets MSA Table, then the maximum allowable LTV/CLTV is reduced by 5%. 

 

Soft Markets MSA Table 
Property State MSA MSA FIP Counties 

AR Pine Bluff 38220 Cleveland,  Jefferson,  Lincoln 

AZ Yuma 49740 Yuma 

CA 

El Centro 20940 Imperial 

Fresno 23420 Fresno 

Visalia-Porterville 47300 Tulare 

IL Danville 19180 Vermillion 

Maximum LTV/CLTV is reduced by 5% if: 

¶ Property is in one of the Soft Market MSAs listed above 

¶ bŜƛƎƘōƻǊƘƻƻŘ ǎŜŎǘƛƻƴ ƻŦ ǘƘŜ ŀǇǇǊŀƛǎŀƭ ƛƴŘƛŎŀǘŜǎ άǇǊƻǇŜǊǘȅ ǾŀƭǳŜǎ ŘŜŎƭƛƴƛƴƎέ 

 

Appraisal Review and Second Appraisal Requirements 
The following appraisal review and second appraisal requirements apply for all transactions.  If the loan 
amount is: 

¶ Less than or equal to $1,500,000 
o A full URAR appraisal report with interior and exterior inspection on appropriate Fannie 

Mae/Freddie Mac form, and either: 
Á Clear Capital Collateral Desktop Analysis (CDA) without MLS data, or 
Á Second full appraisal ς interior and exterior with photos 

¶ Greater than $1,500,000 
o A full URAR appraisal report with interior and exterior inspection on appropriate Fannie 

Mae/Freddie Mac form, and a second full appraisal (interior and exterior with photos) 
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Transactions using a Clear Capital CDA 
 For all transactions utilizing a CDA, if the CDA finding is: 

¶ Unable to determine a value (CDA Indeterminate Value), then a second full appraisal (interior and 
exterior with photos) is required 

¶ Greater than 10% below the original appraised value of the property, use the CDA value as the 
appraised value to calculate the LTV/CLTV 

 

Escrow Holdbacks 
Escrow holdbacks for improvements or repairs that are not yet complete are not eligible.  All repairs must 
be satisfactorily completed prior to closing, and documented with a 1004D. 
 
²ƘŜƴ ǘǿƻ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ǊŜǉǳƛǊŜŘΣ ŀƴŘ ōƻǘƘ ŀǇǇǊŀƛǎŀƭǎ ŀǊŜ ŘƻƴŜ άǎǳōƧŜŎǘ ǘƻέ όмллп5 ǊŜǉǳƛǊŜŘύΣ ƛǘ ƛǎ 
acceptable to provide only one 1004D  

 

Deed Restrictions 
Mortgages subject to resale deed restrictions are not eligible, other than an acceptable age-related resale 
restriction (typically for one occupant to be age 55 or older), meeting FNMA guidelines.  Property may only 
be a one unit principal residence or second home. 

 

Disaster Reinspection Requirements 
If a disaster area has been identified, and requires reinspection, then an appraiser must perform the 
property inspection.  Photographs of the subject property must be included.  The appraiser who performs 
the inspection should review the original appraisal report and be able to certify that the personal 
inspection of improvements revealed no indications of significant disaster-related damages. 

 
Any of the following may be used by the appraiser to certify the property condition: 

¶ Appraisal Update and/or Completion Report  (Fannie Mae Form 1004D / Freddie Mac Form 442) 

¶ Desktop Underwriter Property Inspection Report  (Fannie Mae Form 2075) 

¶ Uniform Residential Appraisal Report  (Fannie Mae Form 1004 / Freddie Mac Form 70) 

¶ Exterior Only Appraisal Report  (Freddie Mac Form 2055) 

¶ Individual PUD Unit Appraisal Report  (Fannie Mae Form 1073 / Freddie Mac Form 465) 
 

If the appraiser notes defects in the exterior inspection, a URAR with interior and exterior inspection and 
photographs is required.  All damage revealed by the inspection must be repaired before closing. 
 
MiMutual is responsible for determining the potential impact to a property located where a disaster has 
occurred or is occurring, irrespective of whether a disaster declaration has been made.  If MiMutual has 
reason to believe that a property might have been damaged in a disaster, appropriate action must be 
taken to ensure the property meets MiMutual requirements at the time of closing. 
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General Provisions 
 

Age of Documents 
All credit file documents must be no more than 90 days old at the Note date.  Appraisals must be dated 
within 120 days prior to the Note date, or must include an acceptable update. 

¶ For acceptable age of tax returns, see FNMA Selling Guide B1-1-03, Allowable Age of Credit Documents 
and Federal Income Tax Returns  

 

Trusts 
wŜǾƻŎŀōƭŜ LƴǘŜǊ ±ƛǾƻǎ ά[ƛǾƛƴƎέ ǘǊǳǎǘǎ ŀǊŜ ŀŎŎŜǇǘŀōƭŜΣ ǎǳōƧŜŎǘ ǘƻ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ 

¶ One- to four-unit primary residence and second home only 
o Investment property transactions may not be held in a trust 

¶ A copy of the trust agreement is required, except in states where law requires the acceptance of a 
certification of trust or a summary of trust 

¶ Documents for loans where title is taken in a trust cannot be signed with a Power of Attorney 

¶ Loans must meet the requirements in FNMA Selling Guide B2-2-05 and B8-5-02, which, among other 
ǘƘƛƴƎǎΣ ǊŜǉǳƛǊŜǎ ǘƘŀǘ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭǎ ŜǎǘŀōƭƛǎƘƛƴƎ ǘƘŜ ǘǊǳǎǘ όά.ƻǊǊƻǿŜǊǎέύ Ƴǳǎǘ ǎƛƎƴ ŀǎ ōƻǘƘ ƛƴŘƛǾƛŘǳŀƭǎ 
and trustees 

¶ Land Trusts (such as IL Land Trusts) and Community Land Trusts are not permitted 
 

Property Flipping / Purchase Contract Assignments 
 

Purchase Contract Assignment 
If the purchase contract has been assigned to buyer from a previous purchaser, the loan is ineligible.  

 
For All Purchase Transactions 
The property seller must be the owner of record, and  

¶ tǊƻǇŜǊǘȅ ƻǿƴŜŘ ōȅ ǇǊƻǇŜǊǘȅ ǎŜƭƭŜǊ җ мн ƳƻƴǘƘǎΥ  ŘƻŎǳƳŜƴǘ ƻǿƴŜǊǎƘƛǇ ōȅ ǇǊƻǇŜǊǘȅ ǎŜƭƭŜǊ  

¶ Property owned by property seller < 12 months but > 6 months:  document 12 month chain of title  

¶ Property owned by ǇǊƻǇŜǊǘȅ ǎŜƭƭŜǊ Җ с ƳƻƴǘƘǎΥ  ŘƻŎǳƳŜƴǘ ŎƘŀƛƴ ƻŦ ǘƛǘƭŜ ŀƴŘ ǇǊƻǇŜǊǘȅ ŦƭƛǇǇƛƴƎ ǊǳƭŜǎ 
apply 

  
Prior Sale of Subject Property Occurred within 90 Days 
The loan is only eligible if:  

¶ Property seller is Relocation Agency, or  

¶ Property seller obtained property through Foreclosure or Deed in Lieu, or 

¶ Property Seller obtained property through inheritance or divorce, and  

¶ Subject transaction must be for a primary residence only, and  

¶ All requirements for properties re-sold within 180 days are met (below) 
 

Back to Top  
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Sale or Ownership Transfer of the Subject Property within the Previous 180 Days:  

¶ Loans with identity of interest or non-ŀǊƳΩǎ ƭŜƴƎǘƘ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ŀǊŜ ƴƻǘ ŜƭƛƎƛōƭŜ  

¶ If 10% or more value increase from the prior sale, one of the following is required:  
o A second appraisal from a different appraisal company (same AMC is okay), or  
o Clear Capital Collateral Desktop Analysis - CA (CDA)  *the version without MLS data 
Á If the CDA value is more than 10% below the original appraisal(s), an additional BPO and 

value reconciliation requirements apply. See Appraisal Review and Second Appraisal 
Requirements  

Á If a second appraisal is required, use the lower of the two values.  

¶ The appraisal(s) must specifically address the prior sale and justify the price increase 
 

Electronic Signatures 
The following loan documents may not contain eSignatures: 

¶ Note and Riders to the Note 

¶ Security Instrument and Riders to the Security Instrument 

¶ Notice of Right to Cancel 

¶ Power of Attorney 
 
All eSignatures must be in compliance with the ESIGN Act, and must meet the requirements of all 
applicable state ŀƴŘ CŜŘŜǊŀƭ ƭŀǿǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛƴ CŀƴƴƛŜ aŀŜΩǎ {ŜƭƭƛƴƎ DǳƛŘŜΦ  !ŘŘƛǘƛƻƴŀƭƭȅΣ 
the Electronic Signature Consent Agreements referenced by FNMA must be included in the file.    

 

Power of Attorney 
In a hardship or emergency situation, the mortgage Note, the Mortgage, and other closing documents to 
be executed by a person acting as an attorney-in-fact pursuant to authority granted by a borrower under a 
Power of Attorney (POA). The POA must be in the form of a specific, special, military or limited Power of 
Attorney, and must be covered by a title insurance policy in accordance with the Title Insurance 
Requirements in this Guide and meeting Agency requirements as well.   

 
The Power of Attorney (POA) can be used only for closing documents, and must comply with the 
following:  

 
Ineligible Transaction Types 
Power of Attorney is NOT permitted with the following transaction types:  

¶ Cash-out refinance  

¶ Non-owner occupied transactions 

¶ Title taken as trust  
 
POA Type 
Must be Specific, Special, Limited or Military. General Powers of Attorney are not acceptable.  

 
Subject Property Address 
Must specifically identify the subject property address.  

 
Borrower Must Identify 
Must clearly show that the Borrower is identifying an attorney-in-fact.  
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Ineligible Attorneys-in-Fact 
The attorney-in-fact may not be MiMutual, Control Affiliate of MiMutual, employee of MiMutual or 
MiMutualΩǎ /ƻƴǘǊƻƭ !ŦŦƛƭƛŀǘŜǎΣ originator, title company, closing agent, settlement agent, or Control 
Affiliate, property seller, appraiser, realtor, a party to the transaction, a party with a direct or indirect 
financial interest in the transaction, or any other party deemed ineligible by Fannie Mae, Freddie Mac, 
VA, USDA or FHA in their respective Guides and Guidelines.  
 
.ƻǊǊƻǿŜǊΩǎ bŀƳŜ 
¢ƘŜ ōƻǊǊƻǿŜǊΩǎ ƴŀƳŜόǎύ ƻƴ ǘƘŜ th! Ƴǳǎǘ ƳŀǘŎƘ ǘƘŜ ƴŀƳŜόǎύ ƻƴ ǘƘŜ bƻǘŜΣ 5ŜŜŘ ŀƴŘ ƻǘƘŜǊ ŘƻŎǳƳŜƴǘǎ 
signed.  
 
Valid at time of Note 
POA must be signed and dated by the borrower such that it was valid at the time the Note or Mortgage 
was executed.  

 
Notarized 
POA must be notarized (signature of grantor).  If executed outside the U.S., it must be notarized at a 
U.S. Embassy or a military installation.  

 
Stamped 
th! Ƴǳǎǘ ōŜŀǊ ǘƘŜ wŜŎƻǊŘŜǊΩǎ ǎǘŀƳǇΣ ƛŦ ǇǊŜǾƛƻǳǎƭȅ ǊŜŎƻǊŘŜŘΦ  

 
Durable 
The POA must be in full force and effect on the closing date, must survive subsequent disability 
(durable), and must be revocable only in writing or alternatively gives a specific expiration date which 
survives the closing date.  

 
Signature Blocks 
The Attorney-in-Fact must execute all closing documents at settlement in a manner to match the typed 
signature blocks on the mortgage loan documents. If an Attorney-in-Fact is signing closing documents, 
no less than the following must be signed as attorney-in-fact:  

¶ Note  

¶ Deed of Trust/Mortgage (Security Instrument)  

¶ TIL  

¶ Notice of Right to Cancel and  

¶ HUD-1 Settlement Statement or Closing Disclosure as they may apply, subject to any regulatory 
signing requirements.  
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1003 
The original Form 1003 Loan Application must be signed by the Borrower, and not the attorney-in-fact, 
except under the conditions described in Fannie Mae Selling Guide Part B., Subpart 1, Chapter 1., 
Documenting the Loan Application:  

¶ A borrower is on military service with the US armed forces serving outside the US or deployed 
aboard a US vessel, as long as the POA:  
o Expressly states an intention to secure a Mortgage Loan on the subject property, or  
o Complies with the requirements in the VA Handbook for POAs 

¶ Seller is required by applicable law to allow such use of POA.  
 
 
 

Insured 
The title company must insure that MiMutual or its assignee is in first lien position without exception 
to the POA.  

 
Recorded 
The original POA must be recorded with the mortgage (security instrument) 

 
Borrower Present at Close 
Must meet any applicable Agency requirements for one or more borrower(s) to be present at close.  
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NOTE:  A POA may only be used for closing documents. 


